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Mr. Preston. Gentlemen; we will commence the hearings for the 
subcommittee dealing with the Department of Commerce and related 
agencies for the fiscal vear 1957. 


COMPARATIVE SUMMARY OF ESTIMATES AND APPROPRIATIONS 


At the outset we will insert in the record pages 4, 5, and 6 of the 
committee print which gives a summary of the request for fiscal 1957. 
(The pages referred to are as follows:) 


TitLeE I.— Department of Commerce 





Budget estimates, 1957 


Vices ree O46 
Fiscal year 1956 compared with— 








| Budget 
Item | Total (in- estimates, 
» | @luding an- | 1957 : r os 
Appropria- als af | Appropria- otal antici- 
tions, 1956 | ticipated pay | tions, 1956 pated, 1956 


supplemen- 





| tal), 1956 





GENERAL ADMINISTRATION 
[OFFICE OF THE SECRETARY] 


}--—- 
| | 
Ls mon 
¥ 


| 
Salaries and expenses. --- $2, 172, 000 | $2,312, 500 _& 500, 000 +32, 0 000 0 | +$187, 500 
— ——— — = \— —— —SSSSSSSSS=—=—_ | — 
CENSUS BUREAU | 
| | | 
Salaries and expenses ; 6, 900, 000 | 7, 328, 000 | 7, 620, 000 | +720, 000 +292, 000 
Census of governments... -_- 2,100,000 | +2,100,000 | +2, 100, 006 
National housing inventory- _-__| 1,800,000 | +1,800,000 | +1,800,000 
1958 censuses of business, trans- | | 
portation, manufactures, and 
mineral industries - - 150, 000 +150, 000 +150, 000 
Census of business, manufac- 
tures, and mineral industries 4, 000, 000 4, 360, 000 (4) —4,000,000 | —4,360,000 
Census of agriculture ____- 5, 500, 000 5, 500, 000 ons auieaale —5, 500, 000 — 5, 500, 000 
Total, Census Bureau ---- 16, 400, 000 as 188, 000 “i, 670, 000 —4, 730, 000 —5, 518, 000 





See footnotes at end of table, p. 3 
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TitteE I.—Department of Commerce—Continued 


Item 


CIVIL AERONAUTICS ADMINISTRA- 
TION 


Operation and regulation. 

Air navigation facilities, estab- 

lishment of__.-.- oi 

Air navigation facilities, estab- 

lishment of (liquidation of con- 
tract authorization) -_._..._-- 

Grants-in-aid for airports 

Grants-in-aid for airports (liqui- 

dation of contract authoriza- 
tion) Se ea ; 

Federal-aid airport program (liq- 

uidation of contract authoriza- 
tion) 

Washington National Airport: 
Maintenance and operation 
Construction 

Alaska airports, maintenance 

and operation 

Air navigation development 


Total, Civil Aeronautics 
Administration _-_. 


CIVIL AERONAUTICS BOARD 


Salaries and expenses 
Payments to air carriers 


Total, Civil Aeronautics 
Board-_-_- 


COAST AND GEODETIC S'™RVEY 


Salaries and expenses 
Construction of surveying ship 


Total, Coast and Geodetic 
Survey 


RUSINESS AND DEFENSE SFRV- 
ICES ADMINISTRATION 


Salaries and expenses 
RUREA' OF FOREIGN COMMERCE 


Salaries and expenses. - - 
Export control 


Total, Bureau of Foreign 
Commerce 


OFFICE OF RISINESS ECONOMICS 
Salaries and expenses 
MARITIME ACTIVITIES 


Ship construction : 
Operating-differential subsidies 


Salaries and expenses_____.--- i 


Maritime training _-..---- ‘ 
State marine schools 


Repair of reserve fleet vessels 


(liquidation of contract author- 
ization) F : 
Shipyard Mobilization Planning 
War Shipping Administration 
liquidation 


Total, Maritime activities 


See footnotes at end of table, p. 


Fiscal year 1956 


Appropria- 
tions, 1956 


$106, 750, 000 


Total (in- 
cluding an- 


| ticipated pay 


supplemen- 
tal), 1956 


$112, 575, 000 


16, 000, 000 | 


7, 000, 000 
20, 000, 000 


7, 500, 000 | 


, 359, 000 
3, 125, 000 


600, 000 
1, 050, 000 


163, 375, 000 


4, 125, 000 
52, 500, 000 


3 10, 384, 000 


10, 384, 900 


6, 198, 000 


+ 


2, 000, 000 
2, 650, 000 


4, 650, 000 
900, 000 


86, 450, 000 
110, 000, 000 
14, 350, 000 
42,185, 000 

660, 000 


6, 000, 000 


(5) 


219, 645, 000 


3. 


56, 625, 000 | 


| 
| 


| 


16, 000, 000 


7,000 000 


20, 000, 000 


7, 500, 000 


1, 399, 000 
3, 125, 000 


618, 000 
1, 050, 000 


169, 258, 000 


4, 395, 500 
52, 590, 000 


56, 895, 5CO 


10, 724, 000 


10, 724, 000 


6, 600, 000 


2, 130, 500 
2, 835, 000 


4, 965, 500 
960, 000 


86, 450, 000 
110, 000, 000 
14, 877, 000 
2, 185, 000 
660, 000 


6, 000, 000 


220, 172, 000 


| 
| 


| Budget estimates, 1957 
compared with— 
Budget (sale 7, | a 
estimates, 


O57 . " e.% 
1957 Appropria- | Total antici- 


tions, 1956 pated, 1956 


2$128, 500,000 |-+$21, 750,000 |+- $15, 925, 000 


40,000,000 | +24,000,000 | +24, 000, 000 
—7, 000,000 | —7, 000,000 

— 20, 000, 000 — 20, 000, 000 

30, 000,000 | +30,000,000 | +30, 000, 000 
—7, 500,000 | —7, 500,000 

1, 500, 000 +150, 000 | +110, 000 
| —3,125,000 | —3, 125,000 

618, 000 | +18,000 |_- ey 

2, 000, 000 +950, 000 +950, 000 


202, 618,000 | +39, 243, 000 +33, 360, 000 


4, 700, 000 +575, 000 | +304, 500 
20, 000,000 | —32, 506, 000 —32, 500, 000 
24, 700,000 | —31, 925, 000 — 32, 195, 500 

| 

11, 020, 000 +636, 000 | +296, 000 


3, 700, 000 +3, 700,000 | +3, 700, 000 


14, 720, 000 +-4, 336, 090 


+3, 996, 000 


7, 500, 000 +1, 302, 000 -+-900, 000 


2, 450, 000 +450, 000 | +319, 500 
—2, 650, 000 —2, 835, 000 
2, 450,000 | —2, 200,000 —2, 515, 500 
| 
1, 200, 000 +300, 000 


+240, 000 


164, 600,000 | 4-78, 150, 000 +-78, 150, 000 
124, 000,000 +14, 000, 000 +14, 000, 000 


15, 500, 000 +1, 150, 000 +623, 000 


2, 200, 000 +15, 000 


+15, 000 
660, 000 |... ewiha 


t —6, 000, 000 —6, 000, 000 
1, 000, 000 +1, 000, 000 +1, 000, 000 


(6) 


307, 960,000 | +88, 315, 000 +-87, 788, 000 
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TitLeE I1.—Department of Commerce—Continued 











l . | 
| ee Budget estimates, 1957 
Fiscal year 1956 compared with— 
‘niall aide Budget [ pr 
Item | Total (in- | estimates, | 
. ’ ing an- 957 | ‘ , in 0 
| Appropria- linatah a 1067 Appropria- | Total antici- 
| ; : O56 ‘ a) i ‘ O56 COI ate ON6 
tions, 1956 | supplemen- tions, 1956 pated, 1956 
| tal), 1956 | 
ne el dice oi ee silat didlbedlicianininaapinlasa A stilt ato 
y 1 | | | 
Inland Waterways Corporation: | | 
administrative expenses, limi- | 
NE bc or ethan enases Pe ($14, 000) ($14, 000) | ok | 
PATENT OFFICE 
| | 
Salaries and expenses-_..-.----..-- 14, 000, 000 14, 795, 000 17, 000, 000 | +$3, 000, 000 +$2, 205, 000 
BUREAU OF PUBLIC ROADS | 
Federal-aid highways _...| 640,000,000 | 640,000,000 | 800,000, 000 | +160, 000, 000 | +-160, 000, 000 
Forest highways 5 | _ 21,750,000 | — 21,750,000 | 28, 000, 000 +1, 250, 000 +1, 250, 000 
Inter-American Highway 7 62, 980,000 | 7 62,980,000 | _- —62, 980,000 | —62, 980, 000 
Public lands highways (liquida- | | 
tion of contract authorization) 2, 000, 000 2, 000, 000 1, 000, 000 —1, 000, 000 —1, 000, 000 
Total, Bureau of Public 
Roads 726, 730, 000 726, 730, 000 824, 000, 000 | +97, 270, 000 +97, 270, 000 
NATIONAL BUREAU OF STANDARDS 
Expenses 7, 000, 000 7, 413, 500 9, 000, 000 +2, 000, 000 +1, 586, 500 
Plant and equipment 995, 000 995, 000 500, 000 —495, 000 —495, 000 
Construction of facilities 2, 750, 000 +2, 750, 000 +2, 750, 000 
Total, National Bureau of 
Standards 7, 995, 000 8, 408, 500 12, 250, 000 +4, 255, 000 +3 841, 500 
WEATHER RUREAL 
Salaries and expenses 32, 500, 000 34, 150, 000 35, 500, 000 +3, 000, 000 +1, 350, 000 
Establishment of meteorological | 
facilities 7, 500, 000 7, 500, 000 2, 500, 000 5, 000, 000 — 5, 000, 000 
Total, Weather Bureau__- 40, 000, 000 41, 650, 000 38, 000, 000 - 2, 000, 000 —3, 650, 000 
Total, title I 1, 269, 074, 000 |1, 280, 659, 000 |1, 466, 568, 000 197, 494, 000 | +185, 909, 000 


1 Language proposed authorizing transfer of not to exceed $900,000 from “Census of Agriculture’’ for 1956. 
2 Includes $5,200,000 for activities previously carried under appropriations, as follows: 
‘‘Maintenance and operations, Air Force’’ ..... $4,671,000 
‘Aircraft and related procurement, Navy” ; 529, 000 
8 Includes $159,000 appropriated in Supplemental Appropriation Act, 1956. 
4 Includes $100,000 in the Supplemental Appropriation Act of 1956. 
5 Not to exceed $5,900,000 of unexpended balance continued available 
5 Not to exceed $3,400,000 of unexpended balance to be continued available. 
7 Includes $37,730,000 appropriated in the Supplemental Appropriation Act, 1955. 


Mr. Preston. We are delighted to have with us this morning 
Hon. Sinclair Weeks, Secretary of Commerce. We shall be pleased 
to hear from you at this time. 


GENERAL STATEMENT 


Mr. Weeks. Mr. Chairman and gentlemen of the committee, I am 
pleased to appear before you again in support of the budget estimates 
for the Department of Commerce, and to discuss with you the major 
factors involved in this budget. 
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Our estimates total $1,441,868,000 for the fiscal year 1957 for 
programs under current legislation. Let me assure you that this 
budget represents no change in the budgetary objectives that I have 
always stated before this committee: reducing the cost of Government 
wherever feasible and in the public good, and setting a program that 
contributes to both national security and economic welfare of the 
Nation. We have taken all known savings and completed projects 
into account. On the other hand we have provided increases in this 
budget for several programs of overriding importance to the national 
welfare. I refer to such programs as the operational and construc- 
tion phases of aviation; ship construction and operating subsidies of 
the Maritime Administration; and liquidating appropriations for the 
Bureau of Public Roads in accordance with program levels established 
by the Federal Highways Act. As we shall develop in more detailed 
presentations that follow, estimates for these programs reflect public 
demand and national security needs that should not be denied. In 
addition, the augmented programs of the Weather Bureau are con- 
tinued, and provision is made in our scientific and business activities 
to recognize the unprecedented growth of our national economy by 
providing services and information to the business community needed 
not only to sustain the current high level, but for a sound economic 
growth in the future. 

Before commenting on specific items of the budget I should like to 
invite your attention to a breakdown of the total budget into several 
significant categories. 


LIQUIDATION OF CONTRACT AUTHORIZATION AND OPERATING- 
DIFFERENTIAL SUBSIDIES 


For liquidation of contract authorization and operating-differential 
subsidies—items to liquidate obligations incurred under prior sub- 
stantive legislation—the budget contains $978 million or 67.8 percet 
of the amount before you. Major increases in this category are in 
the requests for the Bureau of Public Roads and the grants-in-aid for 
airports program of the Civil Aeronautics Administration. 





CONSTRUCTION PROGRAMS 


For major construction programs and special nonrecurring censuses 
we are requesting $219 million or 14.5 percent of the total. This 
category includes, among other items, construction of air navigation 
facilities, ship construction, and establishment of meteorological 
facilities. Expansion of the construction of new airways facilities 
and of the ship construction program are the major items of increase, 
with lesser amounts included for a replacement surveying ship for 
the Coast and Geodetic Survey, and funds for site acquisition for a 
new location for the National Bureau of Standards. 


OPERATING APPROPRIATIONS 


The regular operating accounts of the Department total $244,768,000 
or 17.7 percent of the estimate, and reflect higher levels of activity 
in the Civil Aeronautics Administration, the Patent Office, and 
Weather Bureau, with modest increases in other activities. 
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[ will summarize here the highlights of the requests of each bureau, 
after which my assistants and bureau officials will be available to 
present more detailed facts concerning each item. 


GENERAL ADMINISTRATION 


This is a new heading and includes those activities previously 
designated as the Office of the Secretary. The term ‘General admin- 
istration’? was adopted as being more descriptive of the functions 
carried out under this appropriation. 

In 1957 we are requesting a total of $2,500,000. This level of appro- 
priation will provide some additional personnel strength in both 
staff and service functions, as well as increases in supporting costs 
such as travel, supplies, and equipment. I have stated to this com- 
mittee in the past my belief in the need for a strong staff organization 
to aid my assistants and me in the administration of the Depart- 
ment’s programs. I believe there are at present certain deficiencies 
in our staff offices which this budget proposes to correct on a selective 
basis. These proposals will be justified in detail at the appropriate 


time. 
BUREAU OF THE CENSUS 


The total of appropriations requested for the Bureau of the Census 
will decline again in fiscal 1957 from $16,400,000 to $11,670,000 as 
work on the censuses of agriculture, business, manufactures, and 
mineral industries draws to a close. The 1957 estimates provide for 
one regularly scheduled census, the Census of Governments, which 
has been taken in every decade for the past 100 years. The estimates 
also provide additional appropriations for a special inventory of the 
Nation’s housing; for preparatory work on the next censuses of busi- 
ness, transportation, manufactures, and mineral industries which are 
scheduled by law for 1958; and for several urgent purposes in our 
current statistical reporting program. Legislative authority is also 
sought to permit a transfer of funds from the appropriation ‘Census 
of Agriculture” so that the 1954 censuses of business, manufactures, 
and mineral industries can be completed as planned. 


CENSUS OF GOVERNMENTS 


The need for the proposed census of governments has been urgently 
expressed by civic and taxpayer groups, the Council of State Govern- 
ments, and organizations of local governments and officials, various 
Federal departments, financial and investment agencies, chambers of 
commerce, and other bodies concerned with economic and govern- 
mental development. The authorizing legislation specifies the basic 
subjects to be covered: taxes and tax valuations, governmental re- 
ceipts, expenditures, indebtedness, and employment. This budget 
proposal will cover such subjects at a level of information consistent 
with earlier censuses. The last such census was taken in 1942. The 
time is overdue for a new compilation of the basic facts concerning 
the operations of State and local governmental units. 
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NATIONAL HOUSING INVENTORY 


Virtually all persons and organizations concerned with housing 
agree as to the need for more up-to-date information than presently 
exists on the characteristics of the Nation’s housing. The proposal 
contained in this budget will place emphasis on data for specific 
localized areas around the country. The amount proposed will 
permit the development of inventory data for about 35 metropolitan 
areas, of which 25 will be the largest metropolitan areas and 10 others 
to be selected in consultation with other Federal departments. Al- 
though this program is a sample survey and not a complete enumer- 
ation, the figures will be sufficiently accurate to provide reliable data 
both as to the total housing inventory and as to certain other charac- 
teristics that will permit a detailed analysis of the nature of changes 
in housing since the 1950 census. The urgency for this program is 
simply that we cannot wait another 5 years for the results of the next 
complete census scheduled for 1960. 


1958 ECONOMIC CENSUSES 


Experience to date in the conduct of the 1954 censuses of business, 
manufactures, and mineral industries has demonstrated that more 
adequate preparation for the next scheduled censuses in 1958 is 
essential. The present censuses were conducted through new pro- 
cedures and techniques in almost all phases of the work. These 
procedures and techniques appear to be fundamentally sound in 
principle and in practice and will permit the objectives of lower cost 
and more timely publication of results to be substantially achieved. 
There have already been identified a number of specific problems 
relating to reporting burdens of respondents, new industrial classifi- 
cations, geographical identification, and other matters that will need 
attention in advance of the 1958 censuses. I am assured that more 
satisfactory censuses at even lower costs can be achieved with provision 
for adequate preparation. 


SALARIES AND EXPENSES 
? 


The estimate proposes an increase in the “Salaries and expenses’ 
appropriation to permit us to improve the timeliness and reliability 
of statistics in several important fields. These include foreign trade 
statistics where additional funds are necessary to cope with an in- 
creased volume of transactions being reported; the County Business 
Patterns report which is being financed from this appropriation be- 
tween 5-year special census periods; a program for estimating short- 
run trends in retail inventories on a national basis; and a survey of 
public works planning of State and local governments for use in long- 
range planning by Federal agencies. We have taken all possible 
action to cope with increased requirements within existing budgets, 
and see no alternative now but to provide additional funds. 


COMPARISON OF CENSUS COSTS 


Finally, I would like to comment on the reduced costs of the Census 
of Agriculture and the censuses of business, manufactures, and mineral 
industries as compared with the previous costs of these censuses. 
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The Census of Agriculture in 1950 cost $23,300,000. The present 
census which is nearing completion will cost $20,500,000. To com- 
pare these costs, we should deduct pay raises amounting to $434,000, 
leaving a comparative cost of a little over $20 million. 

Part of this reduction of nearly $3,300,000 was taken into account 
when appropriation was made by the Congress and in addition $1 
million has been set aside in a budgetary reserve. As indicated 
previously, legislative authority is being sought to authorize the 
transfer of this amount to other areas. 

With regard to the censuses of business, manufactures, and mineral 
industries the total cost of the 1954 census would be $13,820,000 
including the $900,000 to be transferred from the census of Agri- 
culture appropriation. This compares with an actual out-of-pocket 
cost of $18 million for the last prior censuses in 1947-48, or approxi- 
mately $21,600,000 if their costs were adjusted to present pay levels. 
This represents a considerable saving and the officials responsible 
should receive a good deal of credit for this achievement. 


CIVIL AERONAUTICS ADMINISTRATION 


The requests for the Civil Aeronautics Administration provide 
a substantial increase over the appropriation for fiscal year 1956. 
We in the Department are acutely aware of the serious situation 
resulting from the tremendous growth in aviation, with the attendant 
increase in air traffic; and of the deficiencies in our present airways 
system which necessitate costly delays both in civil and military 
operations. This realization has led us to the only one safe course 
of action: namely, to strengthen the existing facilities with man- 
power and to purchase and install equipment of the latest and most 
modern types currently available. 


RESEARCH AND DEVELOPMENT 


We have provided funds in this estimate for increased research and 
development in air navigation and traffic control. Emphasis in this 
direction must be expanded if we are to develop the automatic devices 
so necessary for traffic control, which apparently is the long-range 
solution to the problem. We are working with the Air Defense Com- 
mand to determine the feasibility of using their semi-automatic ground 
environment system for air-traffic control. While no delays can be 
tolerated in achieving the primary mission of SAGE, we are hopeful 
that we can receive, as a byproduct of the military requirement, 
intelligence which we can use in traffic control. 


OPERATION AND REGULATION 


The estimate for operation and regulation provides substantial 
additional personnel to handle the increased workload anticipated in 
air traffic and the maintenance of a substantial number of additional 
navigation aids to be installed in fiscal years 1956 and 1957. We 
also propose to finance in this appropriation for the first time the 
operation and maintenance of radar and traffic control facilities at 
military installations which are to be used in the control of civil as 
well as military traffic and which formerly were financed out of appro- 
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priations made to the Defense Establishment. As additional mili- 
tary facilities are brought into the common civil/military system in 
the future, their financing will likewise be transferred from the 
military to CAA, the agency that has the basic responsibility for 
traffic control. 


FIVE YEAR FEDERAL AIRWAY PLAN 


The conference report on our appropriation bill for 1956 directed 
Commerce to submit a comprehensive plan for airway routes and 
facilities. This plan was developed, coordinated within the executive 
branch and was transmitted to both congressional Appropriations 
Committees on January 16 last. The Federal airway plan provides 
for a total expenditure ‘of approximately $246 million over the next 5 
fiscal years. As a minimum initial step in the implementation of this 
plan we are requesting a substantial increase over funds appropriated 
in fiscal year 1956 for the purchase and installation of, for the most 
part, immediately procurable navigation aids, traffic control, and 
communication facilities. 


NATIONAL PLAN FOR AVIATION FACILITIES 


There is increasing concern on the part of the air carriers and the 
military because of the inability of CAA to handle the current volume 
of air traffic. As you know, the President appointed a committee to 
make recommendations concerning the nature and magnitude of 
possible future demands upon the Federal Government for aviation 
facilities and navigation aids. This committee, the Harding commit- 
tee, concluded that much of our airspace is already overcrowded and 
that, in many important areas, the development of airports, naviga- 
tion aids, and especially our air traffic control system, is lagging far 
behind both aeronautical development and the needs of our mobile 
population and of our industry. 

The committee recommended that a study be made which would 
lead to a national plan for aviation facilities of the United States 
for the next 20 years. The President has appointed Gen. Edward P. 
Curtis to conduct the study and has directed the Departments of 
Commerce and Defense to cooperate fully and lend every assistance 
possible 


FEDERAL-AID AIRPORT PLAN 


The program level for grants for airport construction has been set 
by Public Law 211, 84th Congress. This estimate contains a request 
for funds to liquidate contract authority under the new financing 
arrangement. 


COAST AND GEODETIC SURVEY 


The 1957 appropriation request of the Coast and Geodetic Survey 
provides for the continuation of the legislatively established programs 
directly concerned with safe air and marine navigation; geodetic 
control; and the collection of scientific and engineering data and in- 
formation for governmental and public use. The lev al of the opera- 
tion is substantially the same as last year, with increases covering 
uncontrollable items such as increased pay for crews of vessels and 
wage board employees; retirement pay of commissioned officers; in- 
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creased cost of chart paper; implementation of the recently con- 
structed laboratory and observatory at Fredericksburg; and several 
miscellaneous items. 

The products and services of this Bureau are vital to our national 
economy and to an orderly and efficient development of our natural 
resources. They provide the basic data and technical information 
required for Government and public surveying and engineering activ- 
ities, and safe air and marine navigation for military as well as 
civilian use. Their programs provide the basis for the production of 
nautical and aeronautical charts; worldwide information on tides and 
currents; the inventorying of our natural resources; the planning and 
construction of river basins, flood control, irrigation, and 
conservation projects. They also produce the basic data required for 
all topographic mapping in this country and its possessions; determina- 
tion of property and civil boundaries and the geodetic control require- 
ments for highway systems. 

There is also presented a request in the amount of $3,700,000 to 
plan, design, construct, and outfit a new survey ship. Public Law 
251 of the 84th Congress authorized two new ships to replace some of 
the obsolete and overage equipment in the Bureau’s fleet which has 
been depleted since World War II. The need became more pressing 
this past year when the 38-year-old ship Surveyor, 1 of the last 4 
major ships of the fleet, became inoperative. Extensive surveys 
made it apparent that it was uneconomical to invest any more money 
in its repair or operation and it was sold for scrap. The funds for 
the one ship now being requested will relieve the pressure in this area 
and permit a first step in the orderly modernization of the fleet neces- 
sary to the long-range accomplishment of hydrographic surveying. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The 1957 request for the Business and Defense Services Admin- 
istration is based upon continuing the present activities of the admin- 
istration with an increase of $912,000 for program expansion. 

The request of $7,500,000 is required to discharge responsibilities 
relating to industry and trade and to exercise authority delegated 
under the Defense Production Act of 1950, as amended; for the 
participation in the mobilization readiness programs as authorized 
and directed by the Office of Defense Mobilization; and for the 
performance of functions and exercise of authorities under the Rubber 
Act of 1948. 

These many responsibilities are carried out by executive direction 
and staff services, the marketing and distribution services, the 25 
industry divisions, technical information services, the field services 
offices, and area economic development services. 

The importance of acquiring critically needed statistical and 
economic information about the construction industry, compels th- 
Department to request funds for this purpose. In treating the pur- 

oses of the increase here required, special analysis J of the President’s 
udget points out that the need for expanding and improving data 
in this area—construction activity—has been repeatedly stressed 
by economic analysts within and outside the Government, and in 
hearings held by the Joint Committee on the Economic Report. The 
increase requested provides for improving the soundness of present 
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statistics on new nonresidential and State and local public construc- 
tion activities; and for initiating the collection and publication of 
data on expenditures for alterations and repairs and on materials use. 

The Administration has long since recognized the need for promoting 
the economic redevelopment of areas having a chronic labor surplus. 
At this time a request for an additional $250,000 is included for area 
economic development services. This is necessary to assist com- 
munities which face declining job opportunities. The President aiso 
stated in his budget message to the Congress, “I believe that the 
Federai Government should give much broader assistance to surplus 
labor areas than is possible under present law.” Accordingly, 
legislation authorizing Federal loans and grants to communities 
suffering from chronic surplus labor has been presented to the Con- 
gress, and it is hoped that a supplemental estimate amounting to 
$50 million will be necessarily transmitted to the Congress at a later 
date. 

An increase is requested for our technical services in order to provide 
for an expanded program in dissemination of technical information. 
The demand by Government and business for scientific and technical 
data is ever increasing. In addition, the Atomic Energy Commission 
recently launched a program to provide broader dissemination of their 
reports to industry. The Technology Division of our Office of 
Technical Services has been designated as sales agent for these unclas- 
sified reports. The demand for such reports has been even greater 
than expected. 

The importance of invention to the national defense is recognized 
by this Department. Ihave been informed by the National Inventors 
Council that the present level of effort is not sufficiently responsive 
to the national need. Accordingly, a modest strengthening of the 
council’s function is included in our program. 

The estimate provides for continuation of the Commerce field 
offices. These offices carry out the field programs of Business and 
Defense Services Administration, Bureau of Foreign Commerce, and 
the Office of Business Economics. 


BUREAU OF FOREIGN COMMERCE 


Most industrialized countries, both free world and Iron Curtain, 
are vigorously attempting to penetrate world markets. The impor- 
tance of expanding foreign trade, travel and investment has long been 
a bipartisan objective of our foreign policy. Peace and prosperity 
of the free world can best be fostered by mutually profitable exchanges 
of goods and services. It is desirable that private trade relations 
replace economic aid programs. I believe that American business 
should be further encouraged to expand its foreign operations. Such 
an expansion will assure our country its share in economic benefits. 
The extremely complicated conditions of international trade today 
make it essential that the Government provide businessmen, partic- 
ularly smaller businesses with no previous foreign experience, with 
many important tools needed to compete. I am, therefore, asking 
the Congress for a modest increase in appropriations for the Bureau 
of Foreign Commerce in view of the recognized inadequacies of the 
present program and the importance to the United States foreign 
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policy of a high level of mutually advantageous trade, travel and 
investment between free-world countries. 

The budget for export control activities normally carried in this 
estimate is being delayed pending congressional action on extension 
of authorizing legislation. 


OFFICE OF BUSINESS ECONOMICS 


The request for fiscal year 1957 of $1,200,000 would restore man- 
power resources necessary to the Department’s function of supplying 
business information. A few years ago the Office of Business Eco- 
nomics staff exceeded 200; now its total is 140 and the requested 
increase will allow employment up to 176. 

Additional personnel is necessary to improve economic intelligence 
relating to business inventory; statistics on business plant and equip- 
ment expenditures should be improved : more facts are needed relating 
to consumer expenditures for goods and services. 

Special analysis J of the President’s budget points out that improve- 
ments have been strongly recommended in recent studies of the sta- 
tistics needed in interpreting economic trends and determining 
economic policy. 

I believe that the Office of Business Economics makes a valuable 
contribution to Government and business and the modest increase is 
essential if the full value of this Office is to be realized. 


MARITIME ADMINISTRATION 


In the maritime area we are concentrating, with the aid of the ship- 
ping industry, in the systematic replacement of the merchant fleet, 
and in bringing out payments due for operating-differential subsidies 
to an almost current basis. The ship construction program contem- 
plates construction differential subsidies and defense feature allowances 
for the building of 20 new ships as well as the trade-in allowance for 
the ships to be replaced. It also provides funds for the design and 
construction of two new types of cargo ships which can be built cheaply 
and in quantity in the event of mobilization. The American Presi- 
dent Lines now proposes to buy and convert two Mariners at a cost 
of $2.3 million in place of construction of two new ships at a cost of 
$15 million. This will reduce our request for this program by $13 
million. 

The President in his budget message is renewing a request for a 
supplemental appropriation of $ $13.5 million dollars for the Commerce 
Department’s share of a nuclear -powered peace ship, to be built 
jointly with the Atomic Energy Commission. He urged that work 
on this ship go forward as rapidly as possible. 

While it is necessary and essential that authority be obtained to 
incur substantial obligations for both conventional and nuclear- 
powered ship construction in fiscal year 1957, only a small part of 
this new authority would actually be spent in 1957 due to the long 
lead-time required for ship construction. The anticipated expenditure 
will, for the most part, be taken from appropriations made for ship 
construction in fiscal years 1955 and 1956. 

The recommendation of 124 million dollars for operating-differential 
subsidy payment will, provided the supplemental requests for $30 
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million in fiscal year 1956 are approved, place this program virtually 
on a current basis. 

The events of past wars have amply proven that military operations 
of any magnitude must have the support of our own merchant ships 
since we have learned that we cannot rely upon the availability of 
foreign flagships. The answer is quite obvious—we must build mod- 
ern efficient ships of our own and then maintain them for our own 
commerce and protection. To do this the Congress has provided for 
subsidies to cover the higher cost of building and operating American 
flagships. 

With the exception of one new activity our continuing administra- 
tive operations and training of merchant marine cadets are at approx- 
imately the same level as the current year. The new activity known 
as shipyard mobilization planning is the result of defense mobilization 
orders that facilities, machine tool, production equipment and skilled 
workers required to meet minimum wartime mobilization -needs be 
maintained in the manner which will permit their prompt use or 
conversion in time of emergency. This project is the beginning of 
our portion of the plan. It will provide for planning, production 
studies, and engineering condition surveys only. It does not provide 
for architect engineer contracts, construction, reconstruction, reacti- 
vation or purchase of machinery, tools and equipment. 


PATENT OFFICE 


In fiscal 1956 the Congress increased the appropriation for this 
Bureau sufficiently to allow it to augment and train an examining 
corps capable of disposing of applications for patents at a rate equal 
to, or slightly exceeding the rate at which they are being received. 
During the current fiscal year an 8-year examination and 6-year 
classification plan was developed which will place the operations on a 
current basis after 8 years. The plan is based on the best available 
statistics and information and requires increased funding requirements 
to reach a peak in 1958 and continue for the next 4 years. Then there 
will be gradual decline in manpower and fund needs until 1965 when 
it is calculated that the operations will be current. This is believed 
to be an orderly and highly efficient means of overcoming an un- 
desirable backlog condition. The plan also includes the fulfillment 
of the Bush committee recommendation dealing with the patent 
classification program. It contemplates the accomplishment of a 
complete reclassification of all references by 1963. 

At the termination of the plan it will require an annual appropria- 
tion of $15,400,009 to maintain both the examination and classifica- 
tion programs on what is considered a current basis. Although we 
have been intensely interested in the possibilities of mechanizing the 
Patent Office searching operations, nothing definite has been developed 
from the research currently being conducted. For this reason, the 
plan does not give consideration to any such possible developments. 
However, the plan is sufficiently flexible to allow adjustment for any 
innovations produced by the scientists who are working, and will 
continue to work on this project. 
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BUREAU OF PUBLIC ROADS 


I should like to preface discussion of these estimates with a brief 
comment concerning the need to get underway as soon as possible on 
a long-term highway program, with particular emphasis on improve- 
ment of the entire interstate system. As you know the President has 
emphasized in his state of the Union and budget messages and in his 
Economic Report, that a greatly improved highway system is vital 
to national defense, our general economic development, and to the 
reduction of traffic deaths and injuries. We believe that the inter- 
state system should be authorized as one project to be completed 
within a fixed period and that appropriate extension of authorization 
should be made for the regular Federal-aid and forest-highway 
programs and for construction of roads in the Federal domain. 

The 1957 estimate for Federal-aid highways will be required to 
reimburse the States for the Federal share of the cost of highway con- 
struction initiated under apportioned authorizations, and for admin- 
istration of the program. The States are continuing to break records 
in their progressive utilization of authorizations made available by 
the Congress for this cooperative program. 

This program is rapidly approaching the current annual authoriza- 
tion rate of $875 million which is some 52 percent greater than the 
authorizations immediately prior to fiscal 1956 and 1957. 

The 1956 appropriation will not be adequate to reimburse the States 
for the Federal share of work performed during the entire fiscal year 
1956. In order to pay bills which we expect the States to present 
prior to June 30, 1956, we have requested a supplemental amount of 
$100 million for the current fiscal year. 

The estimate for forest highways represents progressive liquidation 
of contract authority provided by section 6 of the 1954 Federal-Aid 
Highway Act. The appropriation for the current fiscal year for ‘“For- 
est highways” was in the amount of $21,750,000; however, a supple- 
mental appropriation of $3 million will be required to continue pay- 
ments to contractors for work which will be accomplished during the 
entire fiscal year. Subsequent to extension of contract authority to 
the forest-highway program by the 1954 Highway Act, the program 
has been advanced each year at approximately the authorization rate 
of $22,500,000. The 1957 estimate is based upon a continuation 
of that policy. 

The 1957 estimate for public lands highways in the amount of 
$1 million also represents liquidation of contract authority provided 
by section 6 of the 1954 Federal-Aid Highway Act. The estimate 
contemplates liquidation of the balance of the 1956 authorization 
and a part of the authorization for 1957. 

While we are not requesting funds in this estimate for the Inter- 
American Highway, I believe the committee will be interested to 
know that the program for accelerated completion of this inter- 
national project is substantially under way. As of March 1, 1956, 
project agreements have been executed with the cooperating Central 
American Republics which obligate over $23 million in Federal funds. 
It is estimated that project agreements to be executed during the 
latter half of the fiscal year will bring the total obligation of Federal 
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funds to $38 million. It is anticipated the remainder of the 
$62,980,000 appropriated in 1956, totaling approximately $25 
million, will be obligated during the 1957 fiscal year. 


NATIONAL BUREAU OF STANDARDS 


The programs of the National Bureau of Standards are the very 
foundation of progress in our technological economy. The objective 
of the present budget request is to stre sngthen these programs by pro- 
viding for a more adequate level of research support. Research is 
needed to develop much-needed standards in the frontier regions of 
science, and standards are also urgently needed in those fields of our 
technological economy which are expanding so rapidly as to make 
present standards obsolescent. New and more modern temperature 
scales are needed. New standards of chemical purity are wanting. 
New radio standards must be developed to meet the demands of an 
expanding communications industry. These and other standards 
must be developed as rapidly as possible if we are to insure America’s 
technological superiority. Because of this relationship between Bu- 
reau activities and the expanding American technology, the requested 
increase for the National Bureau of Standards is important. 

The Department wishes to emphasize that the present budget 
request continues to seek the technical balance which will allow the 
Bureau to serve the Nation’s science and industry most effectively. 
This means an increased aauanianie on basic Bureau programs. 
Science looks to the Bureau for up-to-date and authoritative funda- 
mental physical constants and techniques of measurement. 

Industry relies upon the Bureau for such essential services as the 
calibration of its working standards, for testing of its critical instru- 
ments, such as gage blocks, and for standard samples which can be 
used as references of various materials. During the past year, for 
example, about 3,000 companies, both large and small, called upon 
the Bureau for these technical services, 

The Bureau is the standards authority of the Nation. By this I 
do not merely refer to the commonly known standards of weight and 
length, but to literally hundreds of critical values and units, standard 
samples, and the like. The Bureau must always be in a favorable 
position of leadership so as to provide the scientific and technical 
assistance required by industry and science. The whole structure of 
our modern mass-production economy rests upon this leadership. I 
want to emphasize that the Bureau’s high precision services are de- 
manded by industry. These services are a fundamental Bureau 
responsibility. 

The present plant of the National Bureau of Standards consists of 
a group of outmoded buildings in the midst of a residential section of 
Washington. The work of the Bureau in many fields is hampered 
by both its urban location and the condition of the physical plant. 
This is particularly true of work in atomic energy, explosives, and any 
work involving noxious fumes. Moreover, the whole plant would be 
extremely vulnerable in case of enemy attack on Washington. For 
these reasons, and in the belief that a much more efficient performance 
can be realized, we are requesting an appropriation to develop plans 
and purchase a site for the relocation of the Bureau’s facilities now 
located in the Washington, D. C., area. 
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This budget is designed to support the Bureau’s effort to carry out 
the important functions assigned to it by the Congress. It will 
support programs which have been carefully studied and recommended 
by some of the Nation’s leading scientists who are now serving as 
advisors to the National Bureau of Standards. 


WEATHER BUREAU 


The President, in this year’s state of the Union message to Congress, 
illustrated the close affinity of severe weather and disaster as follows: 

A modern community is a complex combination of skills, specialized buildings, 
machines, communications, and homes. Most important, it involves human 
lives. Disaster in many forms—by flood, frost, high winds, for instance—can 
destroy on a massive scale in a few hours the labors of many years. 

Recognizing this adverse effect of severe weather on the economic 
livelihood of the Nation, the Congress appropriated funds to the 
Weather Bureau in fiscal year 1956 to reduce property damage and 
loss of life. The intended purpose for which the funds were appro- 
priated was twofold: immediate protection to the extent possible 
through strengthening of meteorological reporting facilities and 
weather forecasting and warning services, and eventual full-scale 
protection through a long-range research project focused on perfecting 
forecasting and warning services through a more complete understand- 
ing of the “meteorological processes involved in hurricanes, tornadoes, 
and severe storms. 

I would like to emphasize that significant improvements in mete- 
orological services will not materialize in terms of days or montlis, 
but rather in terms of years. A great deal has been accomplished ; 
much more remains. The research project is barely out of the tooling- 
up phase and is now entering the actual data collection phase. The 
data processing and research “phases have yet to be inaugurated. 

If the potential ralue of the national weather service is to be 
realized, all facilities of the Weather Bureau must be modernized 
only a portion were included in the 1956 program. Appropriation 
increases requested for 1957 provide for the first complete year’s 
operation of the severe storm research project, and for modernization 
of additional facilities in Alaska and the continental United States. 


GENERAL PROVISIONS 


Finally, | would like to refer briefly to certain authorities requested 
for the Department as they appear in the general provisions of our bill: 


FUND TRANSFER AUTHORIZATION 


As you know, the budget estimates presented to the Congress are 
made up 15 to 18 months in advance of the applicable fiscal year. 
The programs with which the Department is concerned are of such a 
nature that we are occasionally confronted with critical developments 
during the course of the fiscal year where time required to process 
supplemental estimates would seriously impair our ability to respond 
to a basic need of the public or business community. I have, there- 
fore, requested the authority to transfer funds between appropriations 
within the Department on a limited scale to meet important, unfore- 
seen contingencies. 
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ENTERTAINMENT ALLOWANCE 


In the same section is a provision which would permit the use of 
transferred funds up to a maximum of $10,000 to cover expenses of 
the official reception and entertainment of distinguished guests. Since 
these functions are of an official character, I do not believe it proper 
ior my staff to provide for these visitors on an ‘‘out-of-pocket’’ basis. 
I have therefore renewed my request for this authority. 

Mr. Chairman, this concludes my statement. I shall welcome any 
questions you or other members of the committee may wish to ask. 

In summary, Mr. Chairman, in connection with this budget request 
for $1,441,868,000, I thought it might be interesting to the committee if 
we could talk about some figures “that show that the budget is divided 
into several categories, the first of which we call noncontrollable items. 
The Public Roads items are the largest in that category, which repre- 
sents 67.8 percent of the budget or $978 million. Then we have the 
second section of the budget which totals $219 million or 14% percent 
which is for construction and special censuses. The shipping con- 
struction item is also in there. Then, the operating budget is $244 
million plus, or 17.7 percent. 


GENERAL ADMINISTRATION 


Now, going to the various sections of the budget, we take first the 
“General Administration.”” This is a new designation for what was 
previously termed “the Office of the Secretary.” It is a better defi- 
nition of what we do in this section of the budget, and with the per- 
mission of the Bureau of the Budget we have changed the designation 
to General Administration. There is a slight increase requested from 
$2,312,500 to $2,500,000 this year. This is the overhead of the De- 
partment. There is included in this $2,500,000 request the increased 
pay, $140,000, which we have had to cover. We have had three new 
operations in this General Administration budget. The Office of 
Strategic Information, the Defense Air Transport Administration, and 
the Agency Inspection Operation which we inaugurated some time ago. 
There is also an increased workload there due to the larger overall 
production of the Department—in the road field and the shipping 
field and in the aviation field. 


BUREAU OF PUBLIC ROADS 


T will take the transportation divisions of our Department next: 
roads, air, ships, and the Weather Bureau which operate under the 
direction of Mr. Rothschild, Under Secretary of Transportation. It 
will be of interest to the committee to know something of the $62% 
million which was appropriated last vear for the Inter-American 
Highway. The project is getting underway and we think before 
fiscal 1957 is through that it will all be allocated and the whole project 
underway. There 1s nothing additional in the budget for it. 

“Forest highways” is in the budget for $23 million and the ‘Public 
lands highways”’ at $1 million. Outside of that, the requests resulting 
from the present 1954 biennium are inc orporated in the budget and 
whatever happens to the road bill that is now under consideration 
by the Congress will determine what more we may need, although 
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T should doubt if there should be much more in fiscal 1957 than we 
are talking about here today. 
So, basically, there is little to comment on in the road field. 


MARITIME ADMINISTRATION 
SHIP CONSTRUCTION 


In the maritime field, the “Ship construction” item, which last 
year was in at $99 million, including proposed supplementals, is in 
at $164,600,000. From that construction figure, $164,600,000, there 
can be deducted $13 million because the American President Lines 
instead of constructing 2 new ships are proceeding under arrangement 
with the Maritime Administration to convert 2 Mariners at a cost 
of $2,300,000; so that the committee, if it sees fit, can take off $13 
million from this “Ship construction’’ account. 

The rest of the program, $151,600,000, includes 20 newly construct- 
ed ships, total of $88 million. Three prototype ships for approxi- 
mately $40 million; the cargo-ship trade-in program, $15 million, and 
the Mariner conversion. 

OPERATING DIFFERENTIAL SUBSIDIES 

Now, under the operating differential subsidy which is in for $124 
million’ against $140 million last year. 1 think we are beginning to 
get current on our operating subsidy bill, and it is going to continue, 
I take it, to run at a high figure, but at least we are in position now 
where I think we are about paying our bills. 


SALARIES AND EXPENSES 

Under ‘Salaries and expenses,” the $15,500,000 is just what it was 
in the 1954 budget. It is a good operation and when you consider 
that we are doing a lot more work in the Maritime Administration 
than we were in 1954, to do it on the same appropriation is an excellent 
result. 

RESERVE FLEET PRESERVATION 

In connection with the operation under “Salaries and expenses,’ 
in fiscal 1957, we will clean up the “Reserve fleet societal 
account. It will be the first time it has been done since the war; 
the first time it has been up and current. 

Mr. Tuomas. What do you mean, “‘current’’? 

Mr. Werks. We have cleaned up the job, the preservation of the 
reserve fleet, which has been proceeding so much each year, will be 
completed next year. 

Mr. Tuomas. In other words, you are ready to start over. 

Mr. Werks. Well, I don’t know that you are going to—— 

Mr. Tuomas. You don’t mean to say it is completed, then? 

Mr. Roruscuivp. It will be on a current basis, Mr. Thomas. 

Mr. Tuomas. It has always been on a current basis. 

Mr. Roruscuitp. No, sir. 

Mr. Tuomas. Yes, it has. 

Mr. Rotuscuitp. We got way behind when we had to break out 
those several hundred ships and fit them for Korean war service and 
bring them back in again. We got way behind in our preservation 
process. 

Mr. Tuomas. Excuse me. 








18 








Mr. Werks. The next items in Maritime are the Maritime Acad- 
emy and the State marine schools which are at the same figure as in 
1956, and the $1 million new appropriation for shipyard mobilization 
planning which we will do on the basis of a directive from the Office 
of Defense Mobilization. 




























Civir AERONAUTICS ADMINISTRATION 
INCREASE IN AIR TRAVEL 


Now for Civil Aeronautics. The big factor in Civil Aeronautics is 
the tremendous increase in air travel—a continuing increase which 
shows no sign of slowing down at all. The fixed postings in 1946 were 
8,800,000 and they had jumped to 16,900,000 in 1954 and last year } 
jumped to 20 600,000. The factor in the air navigational setup, 
that is, two factors that are mostly to the point are, one, that we 
have Defense and Civil Aeronautics operating on about a 50-50 
basis as far as traffic is concerned; and two leading agencies havin 
each a fifty percent interest, so to speak, in this air navigationa 
field, and secondly we are emphasizing the airways program because 
it is necessary on account of the continuing increase in traffic and 
because the jet age is coming up on us very fast. Jet traffic will move 
at greatly inc reased speeds and much higher altitudes. It is essential 
in the jet age for aids for navigation to take the place of the 
human element in navigation, because as we get along in this business 
the human eye and physic al reaction, will not be sufficient to cope 
with the traffic problems. Because of the fact that Defense and 
Commerce are both in this picture to such an extent, the President 
first ietmintad a committee under Harding of New York to study the 
overall problem and make some recommendations. As a result of 
their recommendations he has appointed a special assistant, General 
Curtis, of Eastman, who is proceeding to study the long-range problem 
involved in air travel, both military and civilian. That, we think, 
is the way it should be done, because only direct from the White 
House can you get the coordination in this effort that must result 
from Defense and Commerce if you are to get the proper amount of 
progress. 
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REQUESTED INCREASE IN PERSONNEL 


So this budget is beginning to reflect this situation. We have 
involved in the budget an increase of sixteen-hundred-odd personnel. 
About 650 of them will take care of the increased workload in the 
present facilities; about 750 will take care of the operation and main- 
tenance of new facilities; and about 250 of them will go to work on 
the control of all airspace above 24,000 feet which has never been 
controlled up to this time. That is an entirely new area of operation 
that is proposed to get into for the first time. At the end of 1952, 
there were 16,000 people engaged in the Civil Aeronautics Adminis- 
tration program. This year if the budget is adopted, there will be 
at the end of fiscal 1957 about 18,000. 
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ESTABLISHMENT OF AIR NAVIGATION FACILITIES 


Now in this Civil Aeronautics budget, we have a recommendation 
for $40 million for the establishment of air-navigation facilities. The 
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committee may recall that last year we had a recommendation for 
about $23 million. The Congress appropriated $16 million. But 
we have definite plans for stepping up this program. This $40 million 
we request this year, which we think is absolutely vital, is the first 
step on a program involving over the next few vears expenditure of 
around $250 million. In this $40 million, the principal items are for 
planes, $6 million for planes which have pressurized cabins and facili- 
ties to go high and check the navigation aids in these high altitudes 
which we are unable to check todav. Today we have traffic moving 
in the 18,000- to 20,000-foot altitude range, and we have no pressurized 
cabins or facilities to go much over 10,000 or 12,000 feet in the planes 
we have at the moment. 


VHF AND RADAR EQUIPMENT 


There is a $10 million item for VHF equipment and about $13 
million for radar equipment of the type that is recently installed at 
Idlewild which we opened up last fall. It gives us a range of traffic 
control, this new equipment of up to 100 to 130 miles against control 
at 15 miles or so as of today. The $13 million which is a part of the 
$40 million request will give us coverage such as we have recently 

ut in at Idlewild. It will give us coverage in the Boston-Chicago- 

Vorfolk triangle where there exists today the heaviest volume of 


traffic. 
WEATHER BUREAU 


Now, if I may step to the Weather Bureau, comparing 1955 when 
we had approximately $25 million in the budget, we went up last 
year to $41,600,000 and this year we request $38 million. This 
increase of $13 million includes roughly $5% million for research and 
new facilities. ‘Two and a half million is a transfer from the military, 
and is not an increase in the overall budget. It is merely-a transfer 
to Weather Bureau from the Defense Establishment. About a 
million six and a half is for the pay increase and $3,600,000—no, 
$3,750,000 for the increased storm warnings. 

That explains what we are doing with “the extra money that has 
been requested in the budget and which, as I say, is slightly less, 
$3 million less than appropriations for last year. 


NATIONAL BUREAU OF STANDARDS 


PROPOSED RELOCATION 


On the Bureau of Standards, we have a request to increase from 
$7,400,000 to $9 million for the expense account, with plant and 
equipment dropping from about a million down to $500,000; and then 
we have a new item, $2,750,000 which is for a new site. We hope to 
move the Bureau of Standards, and if and when it is moved, the 
property that is now occupied out on Connecticut Avenue, as you 
know, should be a very valuable piece of property and return a 
substantial amount to the Government when sold, if sold. It is 
desirable from every standpoint to move the Bureau of Standards 
away from the Washington area and we hope it can be done. 

Other than that, I have to say that this million and a half increase 
in the Standards expense account—— 
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Mr. FLoop. What do you mean by moving it—from the Greater 
Metropolitan Washington or other parts of the United States? 

Mr. Weeks. Move it out of the metropolitan area entirely. 

Mr. Fioop. To some other part of the country? 

Mr. Weeks. Yes. Mr. Nielson tells me within a radius of 20 or 
30 miles of Washington, to get it right out of the center. 

Mr. Fioop. In the general environs. 

Mr. Weeks. Yes. It is now separated to a degree by the establish- 
ment of the Boulder Laboratory at Boulder, Colo. 


Reverting to the expense account of Standards, $7,400,000, to the 
requested $9 million, I would urge the committee to give very sympa- 
thetic attention to that. I think the Bureau of Standards performs 
an absolutely vital service to this whole economy of ours, and there 
we conduct the science of measurement which could not be carried. on 
any other place. I think it is pennywise and pound foolish to neglect 
that operation which, as I say, is vital to what we do in this country. 

Mr. Bow. May I inquire of the Secretary at that point on a matter? 

Mr. Preston. Yes, Mr. Bow. 


DEFICIENCIES IN MEASUREMENT OF TOLERANCES 


Mr. Bow. Mr. Secretary, it has come to my attention that there 
have been some deficiencies in the measurement of tolerances. 

Mr. Weeks. Deficiencies? 

Mr. Bow. Yes, in the measurement of tolerances; that we are not 
now able to measure tolerances, for instance, in the manufacturing of 
guided missiles, particularly relating to bearings; that some of the 
bearing industry now finds itself in a position of manufacturing to 
closer tolerances than we are now able to measure. Do you favor the 
Bureau of Standards going forward with that study in an attempt to 
develop machinery or instruments by which tolerances can be properly 
measured? 

Mr. Weeks. I certainly do. The whole basis of our mass pro- 
duction industry is the interchangeability of parts and that means 
close tolerances. That was the condition up to a relatively few 
years ago. But today the tolerances that we are seeking to achieve, 
are down to a millionth of an inch and seeking to go to 10 or 12 
millionths of an inch. We just cannot do business in this electronic 
era that we are living in without increasingly close tolerances. They 
are working in those fields today. I am not competent from a scientific 
standpoint to discuss what they are doing or how they are doing it. 
That will be brought up. 

Mr. Bow. Would you recommend to this committee that funds be 
provided for that study? 

Mr. Weeks. Yes, sir; I certainly would. 

Mr. Bow. Thank you, Mr. Secretary. 
Mr. Preston. Proceed, Mr. Secretary. 


PATENT OFFICE 


Mr. Werks. In the Patent Office, the Congress has increased the 
appropriations last year to $14,500,000 and we are asking for $17 
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million in 1957. We have an 8-year program under way which, at 
the end of 8 years, should get the Patent Office backlog down to a 
workable point. This program is practically all personne] and at the 
start of fiscal 1956, we had 641 examiners and 33 classifiers; and the 
program calls for a stepup to 1,050 examiners from 641 and classifiers 
from 33 up to 147. The backlog of patents at the end of fiscal year 
1953 was 183,000. It will be about 227,000 at the end of this fiscal 
year, 1956, next June, and we think if this program is gone along with 
that we can pull it down to what the Patent Office thinks is a workable 
basis, a 100,000 backlog at the end of the 8-year period, at the end of 
the fiscal year 1964. I hope we can keep up with that program. 
COAST AND GEODETIC SURVFY 

In the Coast and Geodetic Survey, there is just one item of note and 
that is $3 million for the construction of a new ship which would re- 
place one which I think is 38 years old. The fleet has not been kept up 
to date and I think we have not, since this administration has been in 
office, had any amount to bring the Coast and Geodetic fleet up to 
date. We think we ought to start it. 

Other than that, in this area you can do about what you want to. 
We estimate that at the present rate that it will be 60 years of work 
before you are caught up on your coastal surveying, and about 40 
years to get up to date on the geodetic bench marks that we are 
responsible for. 

bviously, by that time when you do catch up you start over again 
because coastlines change and so on and so forth. 


CENSUS BUREAU 


Now, in the Census operation, there is a lesser request this year, 
a total of $11 million plus against $17 million last year. I have to 
report and I am happy to say that our business census, the last one, 
cost about $18 million and the one we are now in the process of winding 
up will cost just a little under $14 million; and due to some improve- 
ments we have made in methods, the present agricultural census 
will cost about $20 million, whereas the previous one cost $23 million 

lus. 

We have here a request for the regular salary expense account 
and several special requests; $150,000 to start the preparatory work 
on the next business census which comes up in 1958 if you go along 
on a 5-year program; and $2,100,000 for a census of State and local 
governmental operations in the country. This latter census has 
been done on a recurrent basis for about 100 years. I think we 
have missed it the last time it went around and it is thought that that 
should be undertaken. There is also $1,800,000 for a housing census. 


OFFICE OF BUSINESS ECONOMICS 


Now, for the Office of Business Economics we have asked for an 
increase from $960,000 to $1,200,000. That appears on page 13 
of the budget digest. The level of our economy, gross national 
products, is climbing all the time and every phase of our economy is 
increasing. 

Mr. Tuomas. This was sent to our office? 


Mr. Weeks. I think so. 
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So this account, the statistical information that is produced by the 
Department, ought to be more accurate and more complete. The 
increase here is for two items, the most important of which I will 
refer to, the $185,000 for what we call the business structure division, 
in which it is proposed to provide more reliable, up-to-date manufac- 
turer inventory data. One of the things that we think is most im- 
portant in our continuing assessment of the economy is to cover in- 
ventory of business figures most closely and more accurately. That is 
a very important index in the assessment of what is going on in the 
economy and what is likely to go on. 


BUREAU OF FOREIGN COMMERCE 


For the Bureau of Foreign Commerce, there is no recommendation 
for export control. If the extension of legislation is voted by the 
Congress, we will, of course, be in and ask for funds to take care of 
export control. The increase in the request for “Salaries and ex- 
penses,”’ which is from $2,130,000 to $2,450,000 is to take care of trade 
missions to 10 countries where there are no trade fairs, and to provide 
for an office of travel promotion. Until this year, the funds were 
transferred to us by the FOA and then the ICA; so that presumably 
if you see fit to give this appropriation your favorable consideration, 
you could take it off of any ICA budget as far as that is concerned 
because it has come over to us from them each year. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


There is an item here to take care of the increased workload that 
is in evidence continually in this field. In the Business and Defense 
Services Administration, we have again a request for $600,000 for 
construction statistics which I hope may have your favorable consid- 
eration. As I say, in this complex life and complex economy which 
we exist under today, the more accurate statistics are, the better you 
are able to provide for the future. So we have this $600,000 for 
construction statistics. 

The Inventors Council through Mr. Kettering has been in and 
talked to us about firming up the work of the Inventors Council. 
We are asking for a little more for that, $50,000. We have here an 
item for $250,000 for area development. 

Now, obviously if the area development legislation presently before 
the Congress is adopted in whole or in part, funds for any area devel- 
opment that is done could be provided later on in accord with what- 
ever legislation is adopted. Finally, we have in here a small item 
which I call your attention to, $21,000 for three assistant adminis- 
trators. These were WOC’s but under the change in the Defense 
Production Act respecting WOC’s, incorporated when the act was 
extended last year, and which said to us that you cannot have WOC’s 
in any policymaking positions, to clear the decks and be sure we con- 
formed in every respect, we changed the WOC’s—assistant adminis- 
trators who were WOC’s—to career people. 


ENTERTAINMENT FUND 


I think that covers everything except one item. I would again 
like to call your attention to it. That is an item that appears in 
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the general provisions—for entertainment, $10,000. I would like to 
point that up in this manner, that we are one of the several agencies, 
perhaps one of the two principal agencies, having both foreign and do- 
mestic trade in our overall operation. We have continually people enter- 
tained by foreigners, and we should have some means of returning the 
favor. For example, last year after I appeared before your committee 
I went abroad to visit the trade fairs. I was entertained extensively, 
for example, in Germany by Mr. Earhart, my opposite number in the 
German Government. He was very hospitable in the manner in 
which he entertained us and when he came back here in June, Mrs. 
Weeks and I entertained him and some of the people with him. And 
that would have had to come out of my own pocket—which I am sure 
it didn’t out of his—except that I went to the State Department and 
after a long session of conferences lasting 5 or 6 months I was reim- 
bursed for that item. 

Tbe other day the Irish vice premier came to lunch with some of 
their Embassy people. This thing is going along all the time and it 
has got to come out of somebody’s pocket the way it is today. 

Mr. Fioop. Off the record. 

(Discussion off the record.) 

Mr. Weeks. The State Department has it; the St. Lawrence 
Seaway Corporation, the Export-Import people, the Veterans’ Ad- 
ministration have an entertainment fund. Strangely enough, the 
Maritime Administration of the Department of Commerce. At the 
Maritime Academy in King’s Point, Long Island, they have an enter- 
tainment fund. 

Mr. Preston. I should say that the St. Lawrence seaway is request- 
ing it, but they haven’t got it. 

Mr. Werks. I will correct the record to that extent. 

I truthfully believe it is fair and proper and appropriate that some 
provision be made for doing a few of these things that have to be 
done in common courtesy to people from abroad. 

Mr. Chairman, I think that covers the remarks I had to make. 1 
or my associates shall be glad to attempt to answer any questions. 

Mr. Preston. At this point I would like to invite the committee’s 
attention to the fact that we have some distinguished officers of the 
Department present this morning who have not previously appeared 
before the committee. Would you like to present them? 

Mr. Weeks. Under Secretary Williams. 

Mr. Preston. He has been here before. 

Mr. Werks. Under Secretary of Transportation Rothschild, Mr. 
Mueller, Assistant Secretary for Domestic Affairs. I think they are 
both new to the committee, Mr. McClellan, Assistant Secretary for 
International Affairs. You know Mr. Moore, Assistant Secretary 
for Administration, Mr. Nielson, Director of the Budget, and Mr. 
Corwin. 

Mr. Preston. He is an oldtimer. 

Mr. Weeks. So there are two new—new to you since last budget 
time—Assistant Secretaries McClellan and Mueller. 

Mr. Preston. Mr. Secretary, there are many questions the com- 
mittee will want to ask about the various matters you have discussed 
but obviously the place to ask most of the questions would be of those 
people in the Department who are directly responsible for those 
agencies. 
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STUDY OF DEPARTMENT BY MANAGEMENT ENGINEERING FIRM 


However, there will be some questions I am sure at this time that 
the committee would like to ask you. I would first like to bring up 
this question, because I am sure it will be the subject of some discussion 
when this bill reaches the floor of the House, of the report that was 
filed by the firm of Cresap, McCormick & Padget, a Chicago firm of 
management engineers, who were employed by the Department of 
Commerce to make a study of the Department for which they were 
paid, I believe, a fee of $113,000. This report, of course, has already 
been discussed freely and rather carefully, I suppose, in the committee 
on the other side. It is not the purpose of this committee at this time 
to go into the details of the report. A copy of the report has been 
made available to the committee. But certain questions, I think, 
should be asked in fairness to the House who will be interested in the 
hearings of the subcommittee. 

A few months ago, the Secretary made a comment, I believe, that 
in 1946 we had roughly 16,000 employees in CAA. 

Mr. Weeks. At the end of 1952, and if this budget is approved we 
will have roughly 18,000 employees of the CAA. 


SUGGESTED REDUCTION IN PERSONNEL 


Mr. Preston. Now, this report that was filed with the Depart- 
ment, among other things suggested that CAA could dispense with 
the services of 3,350 people effecting a net saving for the Department 
of $13 million. They use a figure of $18 million but after saying that 
$5 million of it would be needed in other areas resulting in a net sav- 
ings of $13 million for the Department. Since there is to be, if this 
budget is to be approved, an increase of 2,000 instead of a reduction 
of 3,350, according to the management report, I think the Secretary 
would like to make some comment about this report and its recom- 
mendation as to the reduction in personnel in the CAA. 

Mr. Weeks. Of course that report turned in about 2 years ago, 
wasn’t it—June 7, 1954. I reported last year, I think, that the recom- 
mendations of the report were in the process of study, that we felt 


that we had made a saving of about $2,200,000, just prior to the sub-" 


mission of those recommendations, and that further studies were being 
made. 

Now, the chart of employment, I have it in my office. It will be 
available when the CAA operation is presented to the committee, 
but it showed from the end of 1952 a continual drop down until 
about a year ago, as I recall the graph, as it ran on the chart, and 
then it started to pick up and now, as I say, we get back to 2,000 
more than there was at the end of 1952. I cannot myself—possibly 
Mr. Rothschild can—comment on that particular recommendation. 
As you read it 3,000 could be cut from the operation. We did make 
some savings in so far as personnel are concerned. We had seven 
field offices at one point and we shrank them into four field offices. 
But as to traffic, whatever specific figures were appropriate in June 
1954, due to the tremendous developments in jet transportation and 
in volume of traffic, as far as the number of personnel are concerned, 
I would think are somewhat out of date. I would be glad to take 
those recommendations and try to reconcile them in our presentation 
for you, Mr. Chairman, but I can’t do it off the cuff here. 
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REVIEW OF RECOMMENDATIONS OF MANAGEMENT ENGINEERING FIRM 


Mr. Preston. Mr. Secretary, I have read some of these recom- 
mendations by this firm and it is noticable at first glance that the 
savings that they propose, the reduction in personnel, would largely 
come from the area of aviation safety. Everybody in this country 
knows that we are faced with a serious problem now concerning 
aviation safety, saturation of air. And I point out one specific 
recommendation. They recommended that a three-level system of 
flight control which would consolidate the CAA two categories of 
traffic control—first, 26 air traffic control centers, and then the 169 
airport towers into 50 major terminal areas, and would set up 8 new 
express centers to handle long-distance traffic. 

In following that recommendation and right in line with it, the 
next recommendation was elimination of the CAA Interstate Airways 
Communications Stations as having outlived their usefulness. The 
weather activities would be transferred to the Weather Bureau and 
other functions reassigned within the CAA. This would mean the 
closing of 304 of the CAA’s 548 separate operational facilities in the 
United States without, so they say, in any way reducing the effective- 
ness of the CAA’s basic activities or air traffic control in aviation 
safety. 

To my mind, that would be nothing short of a miracle if you can 
improve safety by reducing aviation stations, safety stations, com- 
munications stations, weather stations. I just can’t agree with 
some of the findings of these people. 

I am not arguing the case for the Department of Commerce or CAA 
but I am thinking, looking at the broad picture of aviation safety, I 
cannot agree that consolidation and elimination of many of these vital 
installations can improve aviation safety. 

Mr. Weeks. Of course, you will understand there are many recom- 
mendations in that report that were not considered practical and have 
not been adopted. You want to add a comment on that, Mr. Roths- 
child? 

Mr. Roruscuivp. Just as Mr. Weeks points out, Mr. Chairman, 
there were many, many recommendations made here, some of which 
have been adopted, and some of which are under continuing study. 
None of them has been definitely discarded but many of them will 
never be put into operation, in my judgment. ‘This is just exactly 
the same as buying a management survey on any kind of an operation. 
I bought them in my own business prior to coming into Government 
and frequently found them helpful in some areas but too extensive in 
others and they just have to be assessed in the light of one’s experience. 
A number of the INSAC stations that you refer to were closed over the 
years because they had outlived their usefulness. Others were 
proposed to be closed in the last fiscal year but the Senate did not 
want us to close them so we did not close them. 

There are newer and better types of communication which will 
furnish the information to the pilot and from the pilot to the ground 
than these particular stations. 

We will show you all this when we make the CAA presentation on 
the 5-year plan. 

The savings which have come about, that Mr. Weeks referred to, 
are contained in this report and there are some more that we will 
probably put into operation. But there are many that we will not. 
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I personally am convinced that the three-level operation that they 
talk about there is impractical and can never be considered as a means 
of separating traffic. 

Mr. Preston. I bring this matter up not to go into the details of 
the CAA program but rather to ask the Secretary directly, on the 
record, do you agree with this report that you can eliminate 3350 
positions in the CAA? Do you think you can? 

Mr. Weexs. I think—No; I don’t agree with that specific figure, 
Mr. Chairman. I think that it is always possible to improve your 
operation and from a given base effect savings in personnel and other 
items of expense. But then, on the other hand, as the country grows 
and the volume of traffic grows, you would offset those by having to 
provide people to take care of the extra workload which, for example, 
in the towers, is very much in evidence today. You just can’t operate 
a tower with the same people, with better than 20-million fix postings 
load, as you can when you have less than 10 million. So as this thing 
picks up fast, you could save— you can always increase the effective 
ness of an operation; that is what goes on in every business where they 
talk about the rate of productivity. You are increasing the effective- 
ness of an individual’s contribution to the final product and you can 
do that in this area, too, 1 am sure. But you can’t stop having to 
have more people to take care of a substantially increasing workload. 
[ don’t think you can tie the two together. I couldn’t, as I say, right 
here comment on the actual figure they mention. 

Mr. Preston. To illustrate the point I am making, that what they 
are suggesting deals directly with aviation safety and the impairment 
of it in my opinion, one recommendation was the restriction of CAA 
aviation safety activities to the establishment of basic standards of 
aircraft performance, maintenance, and repair and operations. 

The CAA would please various segments of the aviation industry 
in accordance only with their respective lack of ability to carry the 
entire responsibility for safety themselves. 

Mr. Roruscuitp. That is a newspaper story, is it not, Mr. Chair- 
man? 

Mr. Preston. It is obvious what it is. Do you deny that that is 
an accurate statement? 

Mr. Roruscuixp. I think you have reference to the fact that the 
report says that more of the day-to-day inspection of the components, 
component parts that go into making up an airplane should be certified 
by the manufacturer and not individually inspected by the CAA. 

Mr. Preston. I know what it means. Let me ask you this ques- 
tion, Mr. Rothschild: Do you question the accuracy of the statement 
I just made? 

Mr. Roruscuiip. Not at all; but I would like to read the actual 
language of the report if that will help you. 

Mr. Preston. I don’t care to have it if you will concede that what 
I have just read is correct. We will go on from there. Is that cor- 
rect, what I have just read from this file? 

Mr. Roruscuixp. I think it is substantially correct. 

Mr. Preston. Substantially correct. 

(Discussion off the record.) 

Mr. Werks. Let me say on the record, Mr. Chairman, that as I 
see the CAA, it is in the business for one purpose and that is to provide 
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safety for air travel; that is what they are in business for. They 
certify the pilots, the planes; they run the airways; they have got to 
keep ahead of the demands of air traffic. That is all we are there for. 
I can assure you I don’t think anyone is going to take any action that 
will do anything but promote air safety. 

(Discussion off the record.) 


ADDITIONAL AIRPORT IN WASHINGTON AREA 


Mr. Preston. Mr. Secretary, what is your position on the question 
of establishing an additional airport in the Washington area? 

Mr. Weeks. I think the Washington area has got to have an addi- 
tional airport sooner or later. 

Mr. Preston. Do you have any specific recommendation as to 
where it should be established? 

Mr. Werks. Well, I have spent, I guess, over a period of 3 years, 
almost as much time on the Washington National Airport develop- 
ment as I have on most anything else; for the first 2 years it seemed 
sometimes like I spent all my time on it. I still stand by a report 
which we sent to the Congress early in the year at the request of the 
Congress which mentioned Andrews as the first choice and Burke as 
the second. Friendship, I guess, is a tentative temporary alternative. 

(Discussion off the record.) 

Mr. Werks. So far as I have been able to determine, there seemed 
to be a Defense Department consideration or considerations that may 
not make it practical to use civilian traffic at Andrews. Failing that, 
and having made exhaustive studies as to possibilities for relief, | 
should guess the next choice would be made in our report, would be 
the Burke Airport site. I would, however, make this statement, that 
although it is extremely desirable to have additional facilities, in fact 
necessary to have them, that I personally do not consider that there 
is amy lack of safety involved whatsoever in the use of the present 
Washington National Airport because they take the traffic up to the 
limit of their capacity, their capability to take it. Then the traffic 
backs up to its point of origin, but I don’t consider that there is any 
safety factor involved. It is failure to take care of the traffic that 
demands attention here in Washington. 

They can take them in, I think, today, at the rate of about 40 an 
hour. 

Mr. Tuomas. Those others are not going to be backed up at the 
point of origin. They are going to be backed up over your head. 
You don’t mean your original statement, do you? 

Mr. Werks. It feeds right back to the point of origin. 

Mr. Tuomas. Where it feeds and where the plane is are two dif- 
ferent things. 

Mr. Weeks. Washington is third in traffic in the country. La- 
Guardia is the highest and Chicago is second. 

Mr. FLoop. Coming from where you come, with the reputation of 
that part of the country for culture, you are aware of the recent play 
in New York called Margin for Error. That was the name of the 
show. Quite a show. It had nothing to do with this subject, you 
know, but it occurs to me that if what you say is true, you allow 
no margin for error at the Washington Airport and this morning there 
is none. 
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Mr. Werks. I don’t consider that there is anything, any phase of 
the operation today that is going on there that involves lack of 
attention to the safety factor. 

Mr. Fioop. There is no question about that. It is a great 
operation. 

Mr. Werks. We are not taking care of the traffic that demands 
attention. 

Mr. Foon. If it wasn’t for the quality and the ability of the CAA 
and the attentions to duty and the integrity of the people who are 
doing the work, then what you say would not be true. It is only 
because of how good they are that tragedy isn’t daily. But I say it 
allows no margin for error. There hasn’t been any for several years, 
fortunately, at Washington National Airport. None. | 

Mr. Weeks. I think the same factor applies at other airports where 
there is very heavy traffic. 

Mr. Fioop. That has nothing to do with the case, tra la. 

Mr. Werks. I think we have got to have another airport; don’t 
misunderstand me. 


REMOVAL OF MILITARY OPERATIONS FROM WASHINGTON NATIONAL 
AIRPORT 


Mr. Preston. Have you had any success in moving the military 
operations off the Washington National Airport? That would give 
us considerable more leeway. 

Mr. Weeks. Yes; there has been. I will ask Mr. Rothschild to 
detail it. But we have had some success. In fact, do you want me 
to spell that out a little? 

Mr. Roruscuitp. There has been marked reduction in the number 
of military planes based at the Washington National Airport. We 
are down now to, I think, 17 military airplanes based there including, 
of course, the President’s. There are plans, as announced recently 
by the Air Force, to give up Bolling Field entirely and move that 
operation over to Andrews, And inasmuch as Bolling and Washington 
National use the same air space, that will be a big help. Bolling.now 
shuts down in instrument weather conditions, you know. They don’t 
use it except on an emergency basis now but it will give us that added 
capacity, at National. That is the announced plan of the Air Force. 

Mr. Fioop. The military is fractional, even now is fractional, 
at National? 

Mr. Roruscuiitp. You mean insofar as usage. They are not one 
of the big users. 

Mr. Preston. About 5 percent. 


PROPOSED AIRPORT SITE AT BURKE, VA. 


Mr. Cievencer. Mr. Secretary, as I recollect the discussion of 


Burke, and that was prior to the advent of these jets, as I remember 
it, it was that the field was inadequate in length at that time and 
backed up against a railroad. Has anybody discovered a way to 


get longer runways in Burke that would be adequate for the new jets? 


Mr. Werks. Longer runways at Burke? 
Mr. CLevencer. Yes; there was a discussion right here in this 
committee of the fact that at that time they were up against a railroad 
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right-of-way and that was before the longer runways of today were 
contemplated. I do not know whether the point of beginning was in 
the right place but the point of ending was against the railroad right- 
of-way at that time. 

Mr. Roruscuitp. I believe that was taken care of by recanting the 
runway position, Mr. Clevenger. 

Mr. CLEVENGER. I just remembered it very distinctly that we were 
up against the railroad right-of-way then and it was not adequate for 
some of the planes that they had and that is 4 or 5 years ago. 

Mr. Werks. I think you showed me a plan recently when the axis 
of the runways had been moved. 

Mr. RoruscuiLp. No engineering has been done on this site as yet. 

Mr. Cievencer. I know. We were up to the point as it was laid 
down then—it was an inadequate field for the then-existing big planes. 

Mr. Werks. Of course, I am sure you can get adequate runways 
but obviously you couldn’t possibly go into a Burke development 
unless you could, because if you build now you have got to build for 
jet transports, although they tell me that——— 

Mr. CLevencEr. I think we would have had a field inadequate in 
size and in location if this committee had not taken some action to 
retard it. There was going to be a crash program then. I don’t 
like crash programs unless they are absolutely necessary at a time of 
national defense. But I can’t see them taking something that would 
cost $50 or $60 million to start out, but since he tells me thay have 
a new engineering direction of the field it may be that is no longer a 
factor. 

Mr. Werks. I think it is not. 

Mr. CLEvENGER. There were lots of stone and lots of hard terrain 
to move out there that made it very expensive to build on that site, 
according to the testimony we have had here. 

Mr. Werks. I think that field can take care of it from what I 
have seen of the program. 

Mr. Preston. | think at this point we will go into questions by 
the members of the committee and inquire of Mr. Thomas if he has 
questions at this point. 


DEPARTMENT'S VIEWS ON ECONOMIC CONDITIONS 


Mr. Tuomas. Mr. Secretary, [ would be delighted if the committee 
could hear your views on the country’s economic condition and what 
the prospects are in the next 12 months. There is a little confusion 
in the minds of the average person as to what we can expect economi- 
cally in the next 6to12 months. No later than this morning there ap- 
peared on the front page of one of the local newspapers a statement 
purporting to quote one of the economic advisers to the administra- 
tion. They did not say what the gentleman’s name is or where he 
came from or who put out the news release. I do not know whether 
it came from your Department or which department. Obviously it 
was a handout from one of the Government agencies. We sat around 
here and watched these things operate for a number of years. Usually 
they tell where they came from. What are your views? What does 
the immediate next 6 months’ period hold forth? What are the pros- 
pects for full employment beyond the last quarter of this calendar year, 
and so forth? 
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Mr. Werks. I have never attempted to pose as a prophet. 

Mr. Tuomas. You are a businessman and head of the Department 
of Commerce which is a businessman’s organization, so you are bound 
to have some fairly positive ideas on the subject. 

Mr. Werks. I have teen and still am very optimistic as far as the 
first six months are concerned and I am becoming increasingly opti- 
mistic as far as the year as a whole is concerned. The factors that 
have been a little on the downside are automobiles and residential 
dwelling starts. Automobiles dropped off, I think, 4 percent in Janu- 
ary and 8 percent in February. 

Mr. Tuomas. What is the picture with reference to the first quarter 
of 1955? Did I understand you to svy that we are on the downside 
for the first quarter of 1956? 

Mr. Werks. What I said was that I thought the first 6 months of 
this year would be better than the first 6 months of last year, overall, 
and that I was increasingly optimistic that the year as a whole would 
be a better one than the last year. 

Mr. Tuomas. How does the first quarter of 1956 compare with the 
first quarter of—with the last quarter of 1955? Are we on the slump 
side or just holding our own, or are we on an incline, or what? 

Mr. Weeks. Normally, we compare quarter with the same quarter 
of the vear before. The last quarter of the year | think usually bulks 
up as the largest quarter. Now the first quarter of this year I think 
will be ahead of the first quarter of 1955. Plant and equipment, 
business plant and equipment, construction and purchases this year 
have recently been estimated to go as high as 22 percent above 1955 
as a whole. 

Mr. Tuomas. There is $700,000 in here to make a census. If your 
figure of 22 percent ahead of last year is within any degree of being 
accurate, why do you need this additional money? 

Mr. Weeks. For which purpose? 


COMPARISON OF HEAVY CONSTRUCTION ACTIVITIES IN 1955 AND 1956 


Mr. Tuomas. Where do you get the figure of 22 percent ahead of 
last year, on heavy construction? This article in the paper this 
morning says the first 3 months of this year we are in a little mild 
slump right now. We are behind last year. Then somebody comes 
out with the statement to the effect that in heavy construction for 
the calendar year 1956 we are going to break all known records and 
be 22 percent ahead. What is the basis for those handouts? They 
are obviously somebody’s handout. If they are known facts you 
don’t need $700,000 to make a business census on heavy construction, 
do you, during the calendar year 1956? 

Mr. Werks. Well, obviously our Office of Business Economics 
doesn’t do any prophesying. They assemble the figures as they come 
along. 

Mr. Tuomas. Somebody did some prophesying because the year is 
just getting started good when it says that you are going to ‘exceed 
all known records by 22 percent. So somebody is doing some proph- 
esying. 

Mr. Werks. I have done a little. 
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Mr. Tuomas. I hope you are right. We all do a little but that is 
a rather positive statement to call the exact turn. What about the 
first quarter of 1956? Are we in a little tailspin right now? 

Mr. Werks. I do not consider that we are. 

Mr. Tuomas. What do you consider a tailspin if we are not in one? 

Mr. Werks. A real tailspin used to be disastrous. We are c ertainly 
in no relationship to a real tailspin. 

Mr. Tuomas. Well, certainly we are not at the same level we were 
at the last quarter of 1955, are we, in production? 

Mr. Werks. You would not expect to be in 

Mr. Tuomas. I don’t know what we would expect to be. 

Mr. Weeks. In the first quarter retail sales figures are showing up 
ahead. I talked with one company the other day in the retail dis- 
tribution field. Their earnings are going to be well ahead in the first 
quarter of 1956. 

Mr. Tuomas. It is a known fact we are off in automobile produc- 
tion is it not? 

Mr. Werks. A little bit. 

Mr. Tuomas. What about house construction? 

Mr. Weeks. I said that the two elements where there is a down 
dip are in automobiles and residential dwelling starts. 

Mr. Tuomas. Why would there be those two minor tailspins on 
the one hand and on the other hand we have a statement here that 
we are 22 percent ahead in heavy construction? 

Mr. Werks. In plant and equipment. 

Mr. Tuomas. That is the same thing—yjust for terms, 

Mr. Werks. We get that from estimates of what business operations 
are going to do in this particular area. Just as General Motors has 
announced 

Mr. Tuomas. I want to know what your view is. I don’t want to 
argue with you. We think you are in position where you ought to 
know and your opinion is quite valuable. So you tell us what your 
opinion is, again, for the year. 

Mr. Werks. My opinion is that the first 6 months are going to be 
ahead of the first 6 months of last year and that the year as a whole 
should be better than 1955. I would like to ask Mr. Williams if he 
wants to say a word on this plant and equipment phase here. 


RESULTS OF ECONOMIC SURVEY CONDUCTED BY COMMERCE 
DEPARTMENT AND SECURITIES AND EXCHANGE COMMISSION 


Mr. WiuuiaMs. I think any word that I might say on that, Mr 
Thomas, might be related to some of the other barometers. 1 think 
we cannot overlook the fact that in our kind of economy you may 
have one item of our economy up and another one down and there is 
vet consistency im trying to interpret the whole picture, Now, this 
picture that has just been released, released last Thursday, it is a 
figure prepared by the SEC and the Commerce Department jointly. 
They make it a point to actually go out in the field. It isn’t just 
crystal ball gazing. 

Mr, THomas. By whom? 
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Mr. Wiuuiams. SEC and the Department of Commerce. 

Mr. Tuoomas. They do what? 

Mr. Wiiur1aMs. We go out in the field together and actually contact 
business leadership and find out what they have in definite plans in 
the way of expenditures for these respective businesses. 

Mr. Tuomas. You may do that but I am reasonably sure that 
SEC doesn’t do it. 

Mr. WituraMs. It is a joint survey. I can’t tell you what the 
mechanics are. 

Mr. Tuomas. Go ahead. 

Mr. Wiis. It has been going on for quite a while between the 
Department and the SEC and the figure that was released last Thurs- 
day was that for 1956 we are going to have an expenditure of $35 
billion for new plant and new equipment which, as has been said, is 
22 percent over last year and it is tentatively estimated that 1957 will 
exceed 1956. That is just one barometer. But I think perhaps to 
put a little more meat on that skeleton it might be pointed out that in 
the steel industry there is contemplated an expansion of capacity by 
5 million tons for each of the next 3 years; that is an increase of two- 
thirds against the average for the last 10 years. 


ECONOMIC OUTLOOK IN STEEL INDUSTRY 


Mr. Tuomas. What about the price of scrap since vou are bringing 
up steel? 

Mr. Werks. Dropped off about $6. 

Mr. Tuomas. What does that mean, Mr. Secretary? 

Mr. Weeks. It means that there may not be so much demand. 

Mr. Tuomas. Don’t whisper that. Say it aloud. 

Mr. Werks. I will say it out loud, but the lesser demand is because 
Great Britain hasn’t been taking any scrap from us. 

Mr. Tuomas. It usually foretells a slackening in the demand for 
steel products, and it is a bad sign, is it not? 

Mr. Weeks. There is nothing in the steel picture that indicates 
anvthing but capacity production. 

Mr. Tuomas. Not with the price of scrap going down it doesn’t 
jibe with your statement. 

Mr. Werks. They took 5,100,000 tons out of us last year. If 
there is a lesser demand from abroad on account of price, that will 
have a very marked effect on the price. 

Mr. Tuomas. There is one other question. I hope you are right. 

Mr. Murtuier. May I comment on that just a moment? 

Mr. Tuomas. But to say the least, in most instances when the 
price of scrap goes down, you are immediately followed by a period 
of 3 to 6 or 9 months of declining demand for steel. That happened 
in 1954, you recall, and the first part of 1955. That is very recent. 

Mr. Werks. But in 1954 I think we only shipped out 1 million plus 
tons of scrap. 

Mr. Tuomas. I am not talking about what we are shipping out. 
I am talking about the demand of our own domestic mills for scrap. 

Mr. Werks. When you have a factor of foreign demand equal to, 
oh, very roughly 5 million tons against a consumption use in this 
country of 37 or 38 

Mr. Mvrwurr. Forty. 
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Mr. Werks. Forty, and the least fluctuation in the demand, the for- 
eign demand will have an effect on the price. 

Mr. Tuomas. The demand, the fluctuation, downward trend is the 
domestic situation, not the foreign one. 

Mr. Weeks. I don’t think that is so, myself. You may be right. 

Mr. Tuomas. Who am I to argue with you? You may be right. | 
am just going by the newspapers. 

Mr. Muetuer. Sc rap iron and steel goes according to supply and 
demand. In other words, it is not based : on the cost of production like 
steel is in itself. As the price went up last year there was a lot more 
scrap brought out. 

Mr. Tuomas. You are not trying to say there is no interrelationship 
there between the downward price of scrap and the falling off in the 
production or consumption of steel, are you? 

Mr. Mvetuer. I certainly am. I am saying this, that I do not 
believe that there is that relationship. 

Mr. Tuomas. That goes contrary to all the past results, then? 

Mr. Mue.tuer. No, no; no, I don’t. As I say, as the price of scrap 
went up last year in view of the factors Mr. Weeks has indicated, 
namely, probably mainly because of the increased export, that more 
scrap was developed, was brought out and——— 

Mr. Tuomas. We did, did we not, have a marked slackening in the 
demand for steel in 1954? 

Mr. Mueuuer. In 1954? 

Mr. Tuomas. Yes. 

Mr. Mvueuurr. Yes; I think we did. 

Mr. Tuomas. Did we have a downward depression in the price of 
scrap in 1954? 

Mr. Mve.uer. Yes. 

Mr. Tuomas. There must be a little connection. All the old 
practical boys go by that pretty well. I don’t know about these 
theorists. 1 don’t know which side of the fence you come on. 

Mr. Mve.uer. I am not a theorist; 1 am practical. 


POLICIES ON AMORTIZATION OF NEW PLANT EQUIPMENT 


Mr. Tuomas. Let me ask the Secretary one further question 
There is no need of arguing this thing. 

What is the position of the Department, Mr. Secretary, when it 
comes to rapid writeoff of amortization of new plant equipment? We 
are going to go up to $35 billion this year. Are we going to keep on 
allowi ing a very rapid writeoff on this for tax purposes? 

Mr. Wexxs. That is regulated by the Defense Production Act, of 
course. We have been working down. 

Mr. Tuomas. I understand the act permits it but it is more or less 
discretionary when you want to put the act on the shelf. The act 
was based upon national defense and they have been threatening for 
2 years to stop it but I have never heard them denying rapid write off 
yet. I tried to get one for a little manufacturer down in my section 
but it was said it wasn’t for national defense. What is the position 
of the Department? You want to keep on allowing this now, this 
rapid write off? 

Mr. Werks. We think the Defense Production Act, if extended, 
should contain such a provision. As far as the use of such provision 
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is concerned, we are down now to 32 goals, organization goals that are 
unfilled; 19 of them are of concern to the Commerce Department, the 


other 13 to other departments of the Government. This is a reduc- 


tion. I think at one point: we had somewhat over 200 mobilization 
goals. 

Mr. Tuomas. What is the yardstick now used in the Department 
that is making the recommendation to ODM for the rapid writeoff? 
Mr. X wants to build a plant. He applies for maybe not necessarily 
for the construction but he does it by certificate, tax amortization. 
What is the yardstick your department uses in recommending or 
failure to recommend tax amortization? 

Mr. Werks. Of course, the decision is made by the Defense Mo- 
bilization Board. The Commerce Department merely makes recom- 
mendations to the Office of Defense Mobilization. 

Mr. Tuomas. I prefaced my statement to that effect. 

Mr. Werks. The yardstick is they must come within a goal where 
we don’t think there is productive capacity sufficient to take care 
of the defense requirements. That is the yardstick. If in a given 
area, for example, maybe aluminum, as has been in the past the case 
with nickel or what not, there is a lack of productive capacity, then 
this provision of the law is available to help us get that productive 
capacity. 

Mr. Tomas. Is it all tied to national defense? Are all your 
recommendations based upon being pertinent to national defense? 

Mr. Wunks. Yes, sir. 

Mr. THomas. What is your yardstick in the measurement of 
what is national defense? 

Mr. Werks. In the case of raw materials it may be provision for 
the stockpile. In the case of manufactured articles it may be where 
there wouldn’t be productive capacity unless Government intervened 
to help. 

Mr. Tuomas. I am not quarreling with you about it. 

Mr. Werks. We certainly don’t recommend it unless it does have 
some impact on defense. If we did we would not be conforming to 
the statute. 

Mr. Tuomas. That is rather discretionary, what is and what is not 
related to national defense. I presume in the final analysis practically 
everything is related to it if it has any useful purpose whatsoever. 
Thank you very much for your ideas and your views 


ENTERTAINMENT FUNDS 


Mr. Fioop. Your big worry today, Mr. Secretary, seems to be 
whether or not you are going to get any money for entertainment. I 
am for you getting all you want so far as | am concerned—go out and 
buy lunch. I am for that. I have been yelling about that around 
here on the State Department Committee and ‘the Defense Depart- 
ment Committee and now this one. Certainly it strikes me as a dis- 
grace and a reflection upon this Nation when we want to throw our 
weight around and flex our muscles end hold ourselves out and repre- 
sent ourselves to be of a certain stature and then on a matter of the 
sort of entertaining foreign representatives we strike our breasts and 
pretend to be otherwise. 
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The only thing that annoys some of us here is that we went through 
15 years of a lot of our friends blasting prior administrations for mak- 
ing the same request and they were pointed at with scorn for being 
wine-bibbing, striped-pants caterers to foreign tastes and spending 
American taxpayers’ dollars to fatten up foreigners and “‘ain’t that 
a shame.”’ 

So as you sat here for 10 or 15 years and heard that every year, 
then it is only human that when you come up here somebody gets 
mad at you. 

Mr. Werks. I don’t get mad at them. 

Mr. Fioop. The idea protested these critics of distinguished, con- 
servative businessmen who are interested in being 100 percent Amer- 
icans wanting to spend the American taxpayers’ dollar to buy rich 
food and pastry for these accursed foreign visitors—if you have a 
perverted sense of humor this is the time to use it, you see. 

However, I agree with you 1,000 percent. 

Mr. THOMAS. Why not write $15,000 or $20,000 in his certificate 
out of each fund. 

Mr. Fioop. I think he should get the amount he asks for and I 
will add 10 percent for breakage, corkage, whichever you want to 
call it. 


TRANSPORTATION OF COAL TO ENGLAND AND WESTERN EUROPE 


I tell you what I wish you would do since you have a lot of time 
down there to waste. Why in the world don’t you as the boss man 
of the shop, since you know what the problem is, and you have been 
using our coal up in New England for years be fore ail this gas and 
oil got up there, we are in trouble in the hard coal fields. We have 
not any market for our coal. W hy is a long story, not all your fault. 
Maybe it is not your fault at all. 

Mr. Tuomas. Are you sure? 

Mr. FLoop. Not altogether. There are different groups of people, 
all kinds of people, who have been in to see me: How can we get a 
couple of broken-down, moth-eaten Liberty ships to ship coal to Ku- 
rope? There is a creat market in the British Isles, a market in the 
Low Countries. We can sell all kinds of c oal, hard coal, I am speaking 
of, for domestic consumption, heating purposes in Western Europe and 
the islands, British Isles. And a lot of European retailers and whole- 
salers have been over here and a lot of American groups and the differ- 
ent producing companies have been in here trying to find out how we 
can loosen up or pry loose a couple of ships to ship it over there. 
We can’t get the coal, lay it down at Liverpool or lay it down at Ant- 
werp because of the very high shipping costs. But it would occur to 
me that if instead of placing the imitiative upon us or we have our 
responsibility, why wouldn’t a fellow like you, the Secretary of Com- 
merce, call in your maritime people and your transportation men and 
say, “now look, that is a bad problem; it is a serious problem. It 
affects the ec onomy of a couple of million people right on the doorstep 
of the Capital. There is a serious economic cancer there; maybe this 
can help it.”” Maybe nobody else can. Why don’t you ‘be the hero 
and see if you can try? 

I know about the Ship Sales Act. I know about what the problems 
are. But I appeal to you for the great old anthracite industry of 








36 


America with which you have great acquaintance down through the 
years, your people, can you find some moment after all this budget is 
out of the way to make it a point as the Secretary of Commerce— 
whether or not John Lewis or the coal companies come to you or 
whether I come to you or whether anybody comes to you, but as the 
Secretary of Commerce, to initiate of your own right and motion some 
effort to attack this, to see if this idea of using some of these obsolete, 
even things like those crates, those old English Libertys that most 
people have forgotten about, could be utilized in some-way within 
the existing law with the proposed amendments—to be aware of the 
union problems and of the shipping companies’ problems to be aware 
of all the problems and call them all in and now say: “This is a bad 
problem. Everybody is for you.”’ I would like to see all the men on 
the beach working. I am a great believer in the merchant marine, 
the merchant fleet you want. [am for that a million percent. Couldnt 
you in the face of all that try and meet this very very bad problem? 
Nobody else can. Nobody else in the country seems to be able to do 
it here. You might. You would be quite a guy if you did—among 
other things. 

Have you thought about it at all? Did it get to you yet? 

Mr. Weeks. Well, within a couple of weeks there has been; what 
you are talking about is getting transportation for it. 

Mr. Fioop. That is what it is. 

Mr. Werks. There is a project come to my attention within a 
couple of weeks that I can’t talk about now but it may be useful in 
helping to solve a situation like that. I will be glad to keep you 
advised of it. 

Mr. Fioop. I don’t care who does it or how it is done just so we 
can get this coal on the dock heads in Western Europe and the 
British Islands at a decent, fair price. I don’t care what the price 
is. I am not interested in that, either, just so we can sell it for a 
fair and reasonable profit. 

Mr. Weeks. Decent price as far as transportation goes. 

Mr. Fioop. That would be it; that would solve the problem, 

Mr. Wexks. Do you have anything much on this, Mr. Rothschild? 

Mr. Roruscuitp. We have thought about it many times. The 
problem, of course, is that in order to deliver coal to Britain or to the 
Continent at a low price you have to do it in foreign flagships. 

Mr. F.oop. This is delivering “coals to Newcastle.” 

Mr. Roruscuitp. It must be done in foreign flagships because the 
American scale of pay is so high in comparison to the foreign scale 
you just coulda’t possibly run these ships under the American flag 
and there is no authority now nor has there been any since we reha- 
bilitated the fleets of the world just shortly after the World War for 
the sale of any of our American ships to foreign interests. 

Mr. Fioop. I know that. I don’t want to put foreign crews to work 
with American crews on the beach, and probably 40 percent of them 
are on the beach, maybe—at least 30 percent. But I do feel that with 
your collective genius exhibited around this table that there is some- 
thing you might pull down there like “a rabbit out of a hat” without 
amending the Ship Sales Act. I could think of two or three and this 
is not my business. I think perhaps if you would actually get on this 
some morning with the American shipping people, the American 
merchant ship and coal union people, the American coal producers 
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and the foreign retailer and the wholesalers, that you would surprise 
yourselves how this could be met. You see, you are so close to the 
forest with this; the Department is so full of “‘cats and dogs’’ bureaus 
and so forth down there, you are really a big crowd, but this is really 
one problem that merits your attention among all these others. 

Mr. Roruscuitp. The cost of crewing a Liberty ship under the 
American flag operation is about $25,000 a month. 

Mr. Fioop. Three and a half to one. 

Mr. Roruscuitp. The cost of a foreign crew of the same kind is 
about $6,000. 

Mr. Fioop. I am aware of the problems. I am not stating the 
question. I know what the question and the problems are. I don’t 
want the classical bureaucratic answer: ‘““This can’t be done for the 
following 11 reasons.” The 11 reasons I know. However, I also 
know you fellows. 

Mr. Roruscuitp. Mr. Flood, we will be free to admit that we have 
a lot of genius but I am not sure we can do that. 

Mr. Werks. We will take a look and talk to you. 


RESULTS OF INCREASED FUNDS APPROPRIATED FOR WEATHER BUREAU 
IN 1956 


Mr. Fioop. It would be quite an opportunity if you could do it. 
Many of these things I will ask the Bureau chiefs when we get to them. 
This is a good day to talk about it. What about the Weather Bureau. 
What about the weather thing? It was bad last year. It is getting 
worse this year. We gave you a lot of money, more than you want. 
Tried to resist, you did, but we shoved it down your neck anyway. 
What are you doing about it? What is the story up to date? Do you 
know? Have you had a chance to take a look at it? 

Mr. Weeks. As I pointed out, we are putting about $3,700,000 of 
the increase, talking about a $13 million increase over 1955 we are 
putting almost $4 million of it into more adequate and frequent 
storm-warning advices and——— 

Mr. Fioop. Are you putting the dollars to work? Is the thing 
working? 

Mr. Weeks. We certainly think we are. There is about $5 million 
of it going into the equipment and facilities and we are studying the 
weather continually. I think the Weather Bureau is well operated. 
Now that we have these extra funds I think we can make studies of 
these hurricanes and flood conditions and 

Mr. Fioop. We can be assured that the money that Congress ap- 
propriated last year for this specific purpose, in view of the history of 
storms and that is developing, that you are putting these dollars to 
work and as far as dollars are concerned, that is all we can work with 
here on this committee. They are working? 

Mr. Weeks. I am sure they are, sir. I am sure they are. 

Mr. Fioop. All right. 





FOREIGN TRADE WITH COMMUNISTIC BLOCK AND CHINA 


What about this foreign trade thing now? How far do you want to 
go with that? Do you want to take the curtain up and want to elimi- 
nate the Iron Curtain? Do you want to sell these people anything 
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they want, take whatever we can get? Do you want to go whole hog 
or none or what? 

Mr. Werks. I do not want to, myself, at the present time at least, 
to see any change in the policy that we presently pursue as a country 
with respect to trade with the communistic bloc and with China. 
You know, of course, we are on a straight embargo on China. 

Mr. FLtoop. You want to leave it, the Chinese embargo—let the 
Japanese trade and bring China into the United Nations? You want 
to go the whole limit? 

Mr. Werks. I don’t want to do anything in the way of trade with 
those countries that will help build their war potential or their indus- 
trial potential which means the supporting elements for a war po- 
tential. We have tried to, this country tried to hold the line on these 
things and so far as our own exports are concerned we have not traded 
with China. We have about a $5 million trade last year with the 
Russian bloc. 

Mr. Fioop. You wanted to hold the line. Apparently it has not 
been held too well. But do you want to stretch it a little? Do you 
want to raise the ante? Do you want to add more things to the list? 
Do you want to add other countries? Do you want to take more in? 
Do you want to raise your sights 50 percent, 25 percent? 

You are obviously not happy the way you are. You would like 
to do more; you are a businessman. And you believe in foreign trade, 
and you believe in trade, not aid. How far will you go? How far 
would you want to go if you could write the ticket yourself as Secretary 
of Commerce, knowing everything you know: World peace, war, 
Iron Curtain, economic aid, aid instead of trade. You write the 
ticket. If you could write it tomorrow what would you want? How 
far would you like to go? 

Mr. Werks. Practically speaking I would make no change. I can 
answer your question best, perhaps, by saying I think you have to 
take these items up on their merits. 

There came to me under our export-control procedure, there was 
an appeal to me as Secretary of Commerce a dissenting opinion on 
the question of allowing the export of antibiotics. Well, I went into 
that. This was some time ago. I went into it very carefully and 
I found that there was no occasion, there seemed to me to be no occa- 
sion further to restrict the export of antibiotics. So we lifted the 
curtain on that, lifted the restrictions on them. I think you have to 
take each of these items up on their merits in considering the informa- 
tion we have about what goes on behind the Iron Curtain and so on. 

In the field of elephant tools, for example, I had the other day, I 
have in the office a great brochure of stuff illustrating the types of 
elephant tools that are available for shipment out of the Iron Curtain 
into mostly—made in Czechoslovakia—into that country. Generally 
speaking, I am for holding the line. As I say, you come on to individ- 
ual items——— 

Mr. Fioop. I wanted to know what you thought because your 
opinion is going to be very important. You are aware, of course, that 
the atmosphere—you can smell, I am sure; [ am sure you have a very 
delicate sense of smell—I am sure you can smell that the thing is 
about to develop, that the Curtain is going up and that the urge, the 
visceral reaction right now is to how far can we go. I was just wonder- 
ing, what you as Secretary thought. 
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Mr. Werks. I don’t think this country needs to change its policy 
at this time. But other nations, free nations, may; that remains 
to be seen. And it depends upon the persuasive effort we may put 
into the picture. 

Mr. FLoop. You feel if there is any need to extend the lists or to 
extend foreign trade, either with neutralists, allies or behind the Iron 
Curtain peoples, any place at all, if there is a need to extend them; 
the need is not because of the welfare of the United States but what 
might be on the other side; that there is no domestic need or American 
defense need or any other American need to go further. It must be 
on the other side of the value? 

Mr. Werks. Yes; that is the way I feel about it. 

Mr. Fioop. That is all, Mr. Chairman. 


APPROPRIATION FOR EXPORT CONTROL 


Mr. Roonry. If the question has not as yet been asked I should 
like to inquire with regard to the present situation concerning appro- 
priations for export control. 

Mr. Weeks. We made no request in the budget. We are waiting 
to see what Congress did with the extension of the export control 
legislation. Then, of course, if Congress extends the activity we will 
have to come in for an appropriation. 


PARTICIPATION OF OTHER GOVERNMENT AGENCIES IN TRADE FAIR 
ACTIVITIES 


Mr. Cievencer. Mr. Secretary, is there any detectable tendency 
for another agency connected under the direction of the State Depart- 
ment to enter into the exhibits and trade fair activities in Europe and 
other parts of the world? That would be really a natural activity for 
the Commerce Department? 

Mr. Weeks. I have not heard of it. 

Mr. CLevenGmR. I just wondered if you did. We have one agency 
that seems to be a little ambitious along that line. 

Mr. Werks. I have not heard any suggestion that any department 
except the Commerce Department conduct trade fair activity. Have 
you, Mr. McClellan? 

Mr. McCuiewuuan. No, I have not. I understood that the State 
Department has its cultural program. 

Mr. Cievencer. This was the intelligence, not intelligence but 
the information, Information Section, I am speaking of. 

Mr. Weeks. USIA? 

Mr. CLevencer. | guess that is the latest piece of alphabet soup. 
I can’t keep up with it. 

Mr. Werks. They have a part in it but Commerce is supposed to 
run the trade fair exhibits. I don’t know of any effort to have 
it done otherwise as long as we continue that activity, as long as 
the Government continues that activity. 

Mr. CievenGer. I should rather see the Commerce Department 
do it because they can get so much effort from private industry to go 
with them in these exhibitions and have somebody there that could 
answer questions about the exhibition of American goods which I 
take it that the Information people would not have anyone there to 
answer questions if they were interested. 
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Mr. Weeks. I don’t think there is even any vague idea of having 
anybody but Commerce do it. 

Mr. CLevENGER. I hope you are right. 

Mr. Werks. | hope I am. 


REPRESENTATION FUNDS 


Mr. CievenGcer. The thing that interested me was the very 
ambitious program that they have for representation, shall we say? 
Mr. Flood was talking about how hard up the State Department 
is for representation. Well, their request here for money is just 
about 150 percent of what it was 2 years ago and I think that is quite 
a healthy increase. While this other one has a program almost as 
large, three-quarters as large as the State Department has for repre- 
sentation allowance. I think it is too much money. 

Mr. Werks. I don’t know about that, Mr. Clevenger. 

Mr. CrievenGer. I don’t wonder at it. The budget is so vol- 
uminous you wouldn’t see it. 

Mr. Weeks. It isn’t in our budget. 

Mr. CLeveNGeER. It is in the other one. 

Mr. Werks. I have not even looked at that. 

Mr. CLevenGcer. We had to draw it up. Some of it was even called 
other contractual services. Or other contractual obligations and 
various other terms. Questioning developed it was the same subject. 
I think it will run $285,000. That was astonishing to me. I am not 
for that ambitious a program. I think the State Department has a 
much greater need for it than they have because they have not as 
many people of high degree over there. We hire a lot of natives and 
nationals in that program of running the hurdy gurdies and the squawk 
wagons around over the country. But I can understand where an 
ambassador, or a member of the chief of mission’s staff has a great 
deal much more need for it than they do and I don’t agree that they 
need within three-quarters as much as the State Department has had 
for that program. They have not got more personnel but a great 
deal of their personnel as I say are natives, locals, that they hire. 

Mr. Weeks. I am not able to comment on that. I have not even 
looked at the budget. 

Mr. CLevencer. I can see. I sympathize with your situation 
down there because there are important strangers one after the other 
coming here from other countries. I can well see where it would be 
more than anyone could carry in a private purse if you returned their 
entertainment. I would be sympathetic with you. I only hope that 
it is not something that will grow with the size of the State Department 
representation allowance. That is about all I have. 

Mr. Bow. No questions, Mr. Chairman. 

Mr. Preston. Mr. Secretary, there are several matters we would 
like to have discussed with the committee but the time we have 
scheduled for this purpose has now reached a close. We will take 
those matters up with the other people in your Department at the 
appropriate time. Thank you very much for a very interesting 
hearing this morning concerning the Commerce Department. 

If there is no objection, we will recess now and come back at 1:30. 
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GENERAL ADMINISTRATION 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRA- 
TION 

OSCAR H. NIELSON, DEPARTMENT BUDGET OFFICER 

WALTER WILLIAMS, UNDER SECRETARY OF COMMERCE 

LOUIS 8S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTA- 
TION 


SALARIES AND EXPENSES 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 
| 


| 
Program by activities: | 
1. Executive direction of the Department $451, 164 $473, 500 | $508, 200 
2. Departmental staff services 1, 109, 632 | 1, 147, 400 | 1, 213, 100 
3. Administrative services 543, 419 | 563, 200 | 631, 500 
4. Air transport mobilization planning 70, 236 76, 100 | 76, 100 
5. Coordination of release of strategic information 29, 484 52, 300 | 71, 100 
Total obligations 2, 203, 935 | 2, 312, 500 | 2, 500, 000 
Financing: 
Comparative transfers from other accounts —99, 720 |_. | 
Unobligated balance no longer available 7, 123 | 


Appropriation (adjusted) 


2, 111, 338 








2, 172, 000 | 








2, 500, 000 


Proposed supplemental] due to pay increases - . 140, 500 | _- 
Obligations by objects 
nie sabia bpcendbilastioas . asi : cli dicienchpalidhcieeates 
Object classification 1955 actual | 1956estimate | 1957 estimate 
—— — — ———— - _ -_———— ——— - -= — —— — ~ — ee ie ae E 
Total number of permanent positions. cub ehepanceds 320 | 323 | 335 
Full-time equivalent of all other positions... aaeeens 3 3 | 3 
Average number of all employees tnt cchueadiecs 302 | 316 | 335 
Number of employees at end of year... 325 | 320 | 335 
Average salaries and grades: | 
General schedule grades: | 
Average salary $6, 163 | $6, 651 $6, 748 
Average grade. -- | GS-8.7 


01 


Personal services: 
Permanent positions_- 


GS8-8.6 


$1, 884, 117 





GS-8.6 


$2, 098, 100 | 


$2, 257, 100 


| 

Positions other than permanent 32, 279 35, 800 39, 000 
Regular pay above 52-week base | 7, 624 | O00 tecsccex Stan 
Payment aes basic rates 5, 313 | 4, 000 | 4, 900 

Other payments for personal services -| 8, 893 5, 200 | 
Total personal services 1, 938, 226 2, 151, 400 2, 301, 000 
02 Travel... 48, 407 35, 500 | 41, 500 
03 ‘Transportation of things 82 | 100 100 
04 Communication services 46, 274 | 40, 500 | 40, 800 

05 Rents and utility services 95 | , ‘ 

06 Printing and reproduction. - 45, 393 34, 300 | 34, 900 
07 Other contractual services 38, 749 | 30, 200 | 51, 200 

Organization and management surveys 50, 489 | _- | 
08 Supplies and materials 25, 000 16, 000 | 21, 500 
09 Equipment_...._. are pees 7, 968 | 2, 500 | 7, 000 

13 Refunds, awards, and indemnities. - 975 
15 Taxes and assessments... 2, 277 | 2, 000 2, 000 
Total obligations. _ __- | 2, 203, 935 2, 312, 500 2, 500, 000 


| 
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Budget authorizations, expenditures and balances 


| 
1955 actual | 1956 estimate | 1957 estimate 
| 


RUDGET AUTHORIZATIONS AVAILABLE | 
Appropriation ..__......-.... Pid ek kiln Loce-ee------| $2,050,000 | $2,172,000 | — $2, 500, 000 
Transferred from— | | 

“Operation and administration, National Bureau of 
Standards” (68 Stat. 421) . sa 10,000 |._.-- eiekaenn ie ciheck a Selick 
“Salaries and expenses, Bureau of the Census’’ (68 Stat. 
421) _. . ; | REED: Unacctcreuicniecanail is ceapeabiapeentnapaninae Guts 
“Salaries and expenses, Business and Defense Services | 
DORON” (GD ORs BO) wie occ c ce eceecnnencecs ME Fie ena Siang nie atiabaanab ae 
Adjusted appropriation- at bist panned 2, 111, 338 | 2, 172, 000 2, 500, 000 


Proposed supplemental due to pay increases. 


140, 500 





Obligated balance brought forward. aot 184, 547 | 232, 119 | 137, 919 
Increase in prior year obligations -_- ; ‘ 4,751 | some sa eis aie iil 
Total budget authorizations available_................-- 2, 300, 636 | 2, 544, 619 | 2, 637, 919 
EXPENDITURES AND BALANCES | | 
Expenditures— | 
Out of current authorizations a ctaimipiitetah 1, 873, 511 2, 045, 000 2, 350, 000 
Out of anticipated supplemental appropriation___- ‘ ne | 135, 100 5, 400 
Out of prior authorizations___- - aaa 187,014 | 226, 600 | 127, 600 
Total expenditures 2 Sinica 2, 060, 525 | 2, 406, 700 | 2, 483, 000 
Balance no longer available: 
Unobligated (expiring for obligation) _.-_..___- fen iSO Es Rael 6 8 
Other___ aa sonata SD Win. cttelna sie saat hid btadoe la 
Obligated balance cartied forward____- ‘eae aoe 232, 119 | 137, 919 | 154, 919 
Total expenditures and balances_- tines 2, 300, 636 2, 544, 619 2, 637, 919 


Mr. Preston. The committee will come to order. 

The first item we take up will be General Administration, Depart- 
ment of Commerce, page 1 of the committee print and page 2 of the 
justification. 


SuMMARY JUSTIFICATION Data 


We will insert in the record at this point, pages 3 through 6 of the 
justification. 
(Pp. 3 through 6 of the justification are as follows:) 


SALARIES AND EXPENSES, BupGeT YEAR 1957 


Summary of requirements 


Appropriation, 1956 


ee $2, 172, 000 
Proposed supplemental due to pay increases 


140, 500 


Total anticipated appropriations $2, 312, 500 














Deduct: Reduction due to 1 less compensable day —8, 300 
Lt a a eae 2, 304, 200 
Net difference, 1957 over 1956: 
| Requirements | Difference, 
By activity a <p ute increase 
| 1956 1957 | _ (+) de- 
adjusted estimate | crease (—) 
> . s . | ” | © 
Executive direction of the Department | $472,900 | $508, 200 +35, 300 
Departmental staff services 1, 142, 400 1, 213, 100 | +70, 700 
Administrative services. 560, 860 633, 500 | +-70, 640 
Air transport mobilization planning 75, 870 | 76, 100 | +230 
Coordination of release of strategic information. --. 52, 170 71, 100 | +18, 930 
Gross requirements 2, 304,200 | 2,500,000 | +195, 800 
—- —— +-195, 800 


Potal estimate of appropriation, 1957_- 


2, 500, 000 
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Mr. PRESTON. his is a request in the amount of $2% million an 
’ 
increase of $195,800 over fisca 1956. 


GENERAL STATEMENT 


Mr. Moore, I understand you have a general statement? 

Mr. Moore. Mr. Chairman and members of the committee, I 
appreciate very much this opportunity to appear in behalf of our 
program for administration of the Department of Commerce during 
the fiscal year 1957. As Assistant Secretary of Commerce for Admin- 
istration, I am responsible to the Secretary of Commerce for providing 
such administrative guidance and counsel as may be necessary to 
achieve the program objectives of the Department in the most efficient 
manner. The Office of the Assistant Secretary for Administration 
prescribes policies, regulations, and programs with respect to all 
administrative and management activities and provides departmental 
leadership in the areas of fiscal management, budget planning and 
administration, personnel administration, publications programs, 
security program, administrative services, internal inspection, and 
emergency planning activities. 

In all of these areas a thorough and conscientious effort is being 
made to improve efficiency, reduce costs, and generally to better the 
quality of our assistance to programs of the Department. 

We work constantly with the bureau heads and their staffs toward 
the solution of management problems. Also, every effort is being 
made to increase participation of employees at every level toward 
attaining better management. 


CHANGE IN APPROPRIATION TITLE 


Before proceeding to detailed discussion of our needs, I would like 
to mention a proposed change in the title of this appropriation. Here- 
tofore, it has been called Salaries and expenses, Office of the Secretary 
of Commerce, a designation which has led to some confusion as to 
scope and coverage. While it provides for the secretarial offices, a 
much greater portion of the funds is needed for operating units which 
service the Secretary, his principal assistants, and several smaller 
bureaus and offices of the Department. It is proposed, therefore, 
that, beginning with fiscal 1957, this appropriation be designated 
“Salaries and expenses, general administration, Department of Com- 
merce.” 

This appropriation provides for executive direction, which includes 
the Secretary and his principal assistants; staff assistance which, in 
addition to the staff units in my office, includes legal and public infor- 
mation services; air transport mobilization planning, and the coordina- 
tion and release of strategic information. 


BREAKDOWN OF REQUESTED INCREASE 


A total of $2,500,000 is being requested. The Congress appropri- 
ated $2,172,000 for the current year and a supplemental amount of 
$140,500 has been requested to cover pay increases authorized by 
law. This brings the total for 1956 to $2,312,500. Thus, after an 
adjustment to our appropriation base, the amount requested for 1957 
represents what is needed to support the level established for fiscal 
year 1956 plus $195,800. ‘This additional amount is needed to pro- 
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vide for full-year cost in 1957 of positions which were filled only 
part year in 1956, to provide for 12 new positions to strengthen 
departmental staff and administrative services and to cover addi- 
tional nonpersonnel expenses. 


ANALYSIS OF ADDITIONAL PERSONNEL REQUIREMENTS 


Specifically, of the 12 new positions being requested, 2 are for our 
Office of Public Information. That Office promotes the flow to the 
public and industry of information on Commerce Department services 
and activities. As you know, these services and activities cover a 
wide range. In the transportation field they pertain to the promo- 
tion and development of air commerce, the development and main- 
tenance of an American merchant marine, and promotion of highway 
and road systems. Business and Government are provided with 
information and assistance through the Department’s census, market- 
ing, technical information, industrial mobilization, export control, and 
economic statistics programs. Standards of weights and measures 
are developed and maintained, and scientific research is conducted on 
behalf of industry and the Government. Patents are issued, and 
trademarks are registered. Coast and geodetic surveys are made. 
Weather services are provided. 

Much of the Department’s services and operations lend themselves 
to audiovisual presentation. We feel it would be a good investment 
to become active in this field. To do this, we propose to add one 
radio-television information officer and a stenographer. 

We have been trying to get along with only 2 technical personne! 
and 1 stenographer in the Administrative Coordination Division of 
the Office of Budget and Management. However, the demands on 
this staff have been heavy due to the assignment of increasing re- 
sponsibilities for the handling of departme ntwide projects and pro- 
grams such as surveying the De partinent’s commercial-industrial 
activities, developing the De ‘partment’s position on reports of the 
Hoover and Kestnbaum C ommissions, surveying fees and charges for 
services performed for the public and. many other activities of equal 
complexity. This has resulted in a backlog in another important 
aspect of this Division’s responsibility, namely, the issuance of up-to- 
date administrative instructions. In order to relieve this situation, 
we propose to add one analyst. 

In addition to its staff responsibilities, the Office of Personnel Man- 
agement provides operating personnel services for the constituent 
units under general administration, the Business and Defense Services 
Administration, the Bureau of Foreign Commerce, and the Oflice of 
Business Economics. In this area, we have felt a need to add one 
position to provide for planning and executing a vigorous program of 
inspection and evaluation of personnel management at all organization 
levels, departmental and field. 

The Office of Publications directs and coordinates publications, de- 
velopment, and printing activities of the Department. It examines 
proposals for new publications, reviews selected manuscripts, operates 
the central printing plant, controls the purchase and use of all printing 
equipment, designs and standardizes all forms, and promotes the sale 
of publications to the public and the business community. One ad- 
ditional position is needed in this Office to increase the sale of publi- 
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cations by more widely calling them to the attention of the business 
public. On January 3, 1955, the Secretary established an Agency 
Inspection Staff, the present complement of which is two employees, 
The purpose of this unit is to promote the highest standards of official 
conduct and ethics of officers and employees in execution of the De- 
partment’s programs. One additional position is required to relieve 
the Director of detailed research, review, investigation, reporting and 
procedural duties, in order that he may better develop the program 
to deal in advance with situations which tend to lower ethical 
standards. 

Experience developed in studying possibilities for improvement in 
departmentwide administrative services and safety activities indicates 
that overall savings can be accomplished by adding five positions to 
the Office of Administrative Operations. This additional staff would 
be used in management of real property and telephone communica- 
tions; long-term study and improvement of inventory, supply and 
warehousing in Washington and the field; formulation and installation 
of more efficient systems of recordkeeping and disposal; and in further 
implementation of our accident prevention and motor vehicle manage- 
ment programs. 

The Accounting Operations Branch provides all accounting services 
required by the constituent offices under general administration, the 
Office of Business Economics, the Bureau of Foreign Commerce, the 
Office of International Trade Fairs, the Government Patents Board, 
and Air Coordinating Committee, and the Business and Defense 
Services Administration exclusive of its field operations. The staff 
presently assigned to these services is not sufficient to cope with the 
total workload volume and supervision for the branch is now provided 


to the detriment of the Department’s accounting systems improve- 
ment program. In order to relieve this situation and to assure more 
timely production of accounting information, it is proposed to estab- 
lish three additional positions in the Accounting Operations Branch. 

The above additional positions total 14. It is proposed, however, 
to reduce the Office of General Counsel by 2 positions, bringing the 
net increase to 12. 


BREAKDOWN OF REQUESTED INCREASE IN OTHER EXPENSES 


We are requesting an additional $37,900 for expenses other than 
personal services. Of this amount, $21,000 is for services to be per- 
formed by other agencies, including $17,000 for bibliographic services 
the Library of Congress will provide the Office of Strategic Informa- 
tion. The remaining $16,900 relates mostly to travel of secretarial 
officers, consultants, and regular staff on business of the Department, 
and to supplies and equipment required in connection with safety 
programs and civilian defense activities. 

Mr. Chairman, this concludes my statement. I shall welcome any 
questions you or other members of the committee may wish to ask. 


ADDITIONAL PERSONNEL REQUESTED 


Mr. CLevenNGER. On what page do we find the chart explaining 
the increases? 
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Mr. Nrevson. You will note, Mr. Chairman, on page 5 a list of 
the organization units of the Office of the Secretary, together with 
the maximum number of positions and the average sumbar of filled 
positions for 1956 and 1957. 

Mr. CrevenGcer. You seek a total of how many positions? 

Mr. Niexson. Twelve, net. 

Mr. Preston. At this point, we will insert in the record the brief 
statement where all 12 are explained. 
(The chart referred to is as follows:) 











Analysis of net increase in positions, fiscal year 1956 over fiscal year 1956 
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Mr. Preston. Give us more specific details about these, and the 
necessity for having a radio and T'V man in the area of public affairs. 

Mr. Moors. We have that in the justification here. We think the 
Office of Public Information should exploit television more than it has 
in the past. There are weather charts of various kinds, which could be 
more explanatory on television. 

Mr. Preston. For general public use, you are referring? 

Mr. Moore. General public use. Two for public information. 

Mr. Preston. Two for public information. One for the office of 
budget management. 

Mr. Nielson? . 

Mr. Nietson. Mr. Chairman, in the Office of Budget and Manage- 
ment, we have a division called Administrative Coordination. In 
this division, we have two analysts and a secretary. ‘This is the co- 
ordination point in the Department of Commerce for the issuance of 
all Department orders; all administrative circulars; administrative 
instructions; the review of such reports, and so on, 
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We find that our Department orders and regulations are not com- 

letely current. We have to get those up-to-date and we feel, that 
by adding one additional person, we will be able to become current 
with all of the regulations, both administrative and executive regula- 
tions, that we have to work on, by adding one additional analyst 
to this office. 

Mr. Preston. What grade? 

Mr. Nixetson. The grade, as I recall, Mr. Chairman, is GS-13. 
The annual salary is $8,990. 

Mr. Presron. The next item is on the personnel increase. 

Mr. Moores. Office of Personnel Management. 

Mr. Preston. How many? 

Mr. Moore. One. 

Mr. Nietson. There is a GS-15 position, annual salary, $11,600. 

If you like, Mr. Chairman, I can furnish a list, if you would like 
to have it. 

Mr. Preston. We have to have the list here, on page 5. 

The next is the Office of Publications. 

Mr. Moore. The Office of Publications is— 

Mr. Preston. One person. 

Mr. Moore. Our Department sold, during the year 1955—the 
calendar year—24.6 percent of all sales of the Superintendent of 
Documents, for the amount of $1,354,201. We need an additional 
publicity man to make greater sales in that area. We feel one man 
could more than pay his w ay on getting promotion out, so that people 
will buy our publications. 

We have increased the sale of our check list, which in turn has 
brought in a great many more orders to the Superintendent of Docu- 
ments for publications. We feel that that investment would more 
than pay its way. 

Mr. Horan. Is that self-supporting? 

Moore. Well, it is awfully hard to say when all the money 
goes to the Treasury. We feel it is. We feel we make money. 

Mr. Presron. How much do you estimate you can increase your 
sales by? 

Mr. Moorr. We have not put an estimate on that, 

Mr. Preston. It will more than pay his salary? 

Mr. Moore. We do feel it wil! more than pay his salary. 

Mr. Presron. You seek to increase the Inspection Service from 
2 to 3? 

Mr. Moore. That is right. That is a net total of 4, because we 
took 2 out of the Office of General Counsel. 

Mr. Presron. You have a balance of 8, made up of 5 in adminis- 
trative operations, and 3 in accounting operations? 


ADDITIONAL PERSONNEL IN ADMINISTRATIVE OPERATIONS 


Mr. Moorr. Yes. We will take administration operations first. 

About a year and a half or 2 years ago, we put on a man in safety 
work. We don’t get this money back but our record, which comes 
over from the Bureau of Employees Compensation, shows that our cost 
to the Government was down $100,000 in 1955 over 1954. We would 
like to further implement that program, because a great deal more 





contribution can be made in that area. That would be one of those 
people; in addition to that, we know that we reduced our records 
stored in our buildings over a half million cubic feet. We would 
like to put another man in this area as additional reductions can be 
made. That does not show up, you might say, in dollars so much 
but it does in space, particularly today, when we are needing so much 
space for the Patent Office. They are grasping for every cubic foot 
of space. That is two of the additions asked for. 

Then we would like to have a man to maintain a forms management 
program. ‘This would be our device to install more efficient record- 
keeping programs, and coordinate a program for current records. 
That has been an area that needs considerable assistance. 

That is three. 

Then we would like another man to assist us—a GS—12—in telephone 
communication management and a new GS—9 position to survey our 
inventories, supply inventories, supply cross servicing, and other 
phases of warehousing, both of which we know we can make a savings 
in dollars. 

Mr. Moore. That is five. 

Mr. Preston. Does that make five? 

Mr. Moore. That makes five. 


ADDITIONAL PERSONNEL IN ACCOUNTING OPERATIONS 


Mr. Preston. Speak to the three now—the Accounting Operations 
Branch, briefly. 
Mr. Moore. The Accounting Operations Branch was moved from 


the area of general administrative down to Mr. Nielson’s shop. We 
did it because we thought better supervision could be given and a 
better job done. 

I would like to ask Mr. Nielson to tell us what he found when he 
took over the Accounting Operations, when it was transferred to his 
area 

Mr. Nievson. Mr. Chairman, in connection with the activities of 
this Accounting Operations Branch, from a payroll, audit, and ac- 
counting standpoint, it serves the Bureau of Foreign Commerce, 
BDSA, Office of the Secretary and the Office of Business Economics. 
In addition, now, it has the trade-fair operations in the Department 
of Commerce. With the staff that we currently have on board, it is 
practically an impossible job. We are running behind in a number of 
our accounting activities, and I think it is vital to ourselves and to 
this committee, to have adequate fiscal information for our own 
programs and the trade-fair program, which we are carrying on in 
the Department. 

We have made every effort to absorb the administrative cost of 
that program in the service area, particularly in the accounting areas 
and by adding a GS-12, a GS-11, and a GS-4, in this operation, we 
feel it will bring us on a current basis and we will be able to kee »p the 
operation current. 

Mr. Moore. Also, we should have to check on the new accounting 
procedures. 

Mr. Nietson. I am glad Mr. Moore mentioned that. We are 
working very closely with GAO, in establishing accounting systems 
throughout the Department. One of the men who is in my own office 
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is assigned to this Accounting Operations Branch to supervise it, and 
he is the person who is primarily concerned with having new systems 
established throughout the Department. By adding this other 
person, a GS-12 for the proper supervision of this office, we can relieve 
him to carry on his responsibilities in working with the General 
Accounting Office in establishing new systems. 


OFFICE OF UNDER SECRETARY FOR TRANSPORTATION 


Mr. Preston. I would like to have some explanation made of this 
increase of $27,800 for the Under Secretary for Transportation. 

Mr. Moore. Yes, sir. I will be glad to do that, or Mr. Rothschild 
can if you prefer. 

Mr. Preston. We will be glad to hear from either of you. 


STATEMENT ON REQUESTED INCREASE 


Mr. Roruscuivp. I have here a statement of some length, which 
I would like to file for the record. 

Mr. Preston. Without objection, it will be inserted in the record 
at this point. 

(The statement referred to is as follows:) 


The Department of Commerce is requesting the Congress to increase the ap- 
propriation for the Office of the Under Secretary for Transportation in fiscal year 
1957 by $27,800. This increase would raise the funds available for personal 
services to $155,900, which amount would cover the full-year cost of the minimum 
staff we consider essential to provide the Under Secretary for Transportation with 
necessary professional and secretarial assistance in carrying out the responsibilities 
of that post. The staff was reduced during fiscal year 1956, as the result of recom- 
mendations made by the Senate Appropriations Committee in its report accom- 
panying H. R. 6367. 

The present staff, including the Under Secretary for Transportation, totals 13 
positions as follows: The Deputy Under Secretary for Transportation, the assistant 
to the Under Secretary for Transportation, 3 transportation economists, and 7 
secretarial and stenographic assistants. One of these secretarial employees serves 
as administrative assistant to the executive secretary of the Transportation 
Council, an industry advisory group. The modest increase will be used to restore 
the staff to the 1955 complement of 18 positions. 

My experience in office during the past year clearly demonstrates that the 
Under Secretary for Transportation requires an immediate staff of at least this 
size for effective assistance in handling the important and complex problems and 
policy issues that fall within his area of responsibility. Last year’s budgetary 
restrictions made it necessary to obtain needed staff help by detailing personnel 
from bureaus reporting to the Under Secretary for Transportation. This ar- 
rangement, while unavoidable, has not proved too satisfactory from an admin- 
istrative point of view. It lacks the continuity, certainty, and flexibility of a 

ermanently assigned staff and places an undue burden on the bureaus concerned. 
urge that the committee favorably consider this request for funds to reconstitute 
the needed minimum staff. 

I would like to review for you the functions of the Office of the Under Secretary 
for Transportation and indicate briefly the importance of effective staff work in 
their performance. 

The Office of the Under Secretary for Transportation was created by Reorgani- 
zation Plan No. 21 of 1950 to provide the Secretary of Commerce with high-level 
assistance in carrying out the transportation responsibilities of the Department. 
The Secretary, as you know, serves as the President’s chief policy adviser on 
transportation programs and problems in the executive branch. In addition, the 
authorities and functions of the various transportation agencies of the Department 
are vested in the Secretary. The Secretary has, however, as he is authorized to 
do, delegated most of the transportation functions to the primary operating units 
and in so doing has directed that the Civil Aeronautics Administration, Bureau 
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of Public Roads, Maritime Administration, Weather Bureau, and Defense Air 
Transportation Administration shall be under the direction and supervision of the 
Under Secretary for Transportation and that the roeones bureau chiefs shall 
report and be responsible to the Under Secretary for Transportation. However, 
the Secretary has retained, as he must, the responsibility and authority necessary 
to assure that operations are carried out as provided by law and consistent with 
the policies of the executive branch of the Government. 

This organizational arrangement establishes the general boundaries of the 
Under Secretary’s primary area of responsibility. While the heads of the primary 
units supervise the detailed operations and work out the day-to-day problems 
associated with the efficient administration of the Department’s transportation 
programs, the Under Secretary provides general policy guidance for these agencies 
and coordinates their primary objectives within the Department. 

Beyond this, however, the Under Secretary is the Secretary’s principal adviser 
with respect to all basic policy and program matters concerning transportation 
in the Department and the development and coordination of overall transporta- 
tion policy within the executive branch. 

Administration of the various transportation programs is one of the major 
responsibilities of the Commerce Department. Delberwies, the bureaus under 
the direction of the Under Secretary for Transportation represent approximately 
95 percent of Commerce budget requests for the coming fiscal year. The im- 
portance of the programs administered by these bureaus is indicated by compar- 
ing their expenditures in fiscal year 1956 with expenditures for the major executive 
departments. Combined, total estimated net expenditures for these bureaus 
amounted to $1,186 million, and exceeded those for GSA, the Department of 
Defense civil functions, the Departments of Interior, Justice, Labor, State, or 
Treasury, exclusive of interest payments on public debt. Only the Department 
of Defense military functions, Health, Education, and Welfare, Agriculture, and 
the Post Office, including expenditures from receipts, had greater expenditures. 

In this connection, our request of $155,900 for the Office of the Under Secretary 
for Transportation represents just a little more than one-tenth of 1 percent of 
the budget requests for the reporting transportation agencies and less than 7 per- 
cent of funds requested for executive direction and staff and administrative 
services of the Department. 

Lodging the major transportation agencies in the Commerce Department pro- 
vides for the necessary coordination of their programs under the direction of a 
single Cabinet officer and assures that these agencies will have adequate repre- 
sentation at Cabinet and other high levels of the executive branch. Today’s 
complex operations of the Government make this the only practical basis of or- 
ganization in the executive branch. The job of the Under Secretary for Trans- 
portation, acting for the Secretary, is to effect consistency in the transportation 
program of the Department’s agencies and coordinate their related activities, not 
only within the Department but throughout the executive branch. Doing this 
job well contemplates that the Under Secretary for Transportation shall exercise 
general jurisdiction over the general policies of the reporting agencies, furnish 
high level representation and liaison with other Government agencies, and advise 
the Secretary on program progress and needs. Adequate and competent staff 
assistance is fundamental to the accomplishment of this assignment as you 
gentlemen are particularly well qualified to attest. 

I should like to make it perfectly clear that the staff is not an additional organ- 
izational layer between the agencies and the Under Secretary. Apart from secre- 
tarial services, it acts solely in an analytical and advisory capacity. 

An important function of the staff is to maintain close liaison with appropriate 
officials of the transportation agencies of the Department. The staff’s day-to-day 
contact with the agencies supplements the regular reporting procedures and pro- 
vides a workable means of keeping the Secretary and the Under Secretary, and 
other secretarial officers of the Department apprised of significant problems and 
developments on a continuing and detailed basis. At the same time the staff may 
advise the agencies on departmentwide matters or developments that are not 
within the agencies jurisdiction but which may be related to and would affect 
their activities. This liaison function is especially valuable in avoiding delays 
and conserving the time of the Secreatry and the Under Secretary and chiefs of 
the operating bureaus. 

As required, the staff furnishes the Under Secretary with technical advice in 
his formulation of policy recommendations and decisions. As you realize, it is 
rarely possible to consider a transportation policy matter solely in terms of its 
immediate objectives. Experience dictates that it must be analyzed and recon- 
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ciled with other public policies such as national defense, taxation, conservation, 
international relations and others. Detached from the agency immediately con- 
cerned, whether the issue originates there or from another source, the staff is in 
a position and is required to consider a problem or proposal from a broader point 
of view. Frequently the staff lends such services to the agencies in the develop- 
mental stages of policy proposals. 

From time to time unusually important and complex policy questions involving 
one or more of the transportation bureaus arise in the course of administering the 
programs or may be referred to the Department by the White House or the 
Congress. An adequate staff can be especially helpful in the study and analyses 
that must precede the Under Secretary’s decision or recommendations in such 
matters. Its ready made liaison channels facilitate interagency cooperation and 
provide an excellent means of coordinating the various interests involved. Also, 
by professional competency and familiarity with Department and Government- 
wide policies, the staff is qualified to advise study groups authoritatively and to 
relieve the Under Secretary of much of the detailed work by reviewing the study 
materials and briefing him prior to his consideration of the critical issues involved. 

In addition to serving as the focal point within the Department of Commerce 
for coordination of its transportation programs, the Under Secretary serves 
similarly to represent the Department in inter-departmental deliberations con - 
cerning or related to transportation. For example, the Under Secretary serves as 
Chairman of the Air Coordinating Committee, the membership of which con sists 
of representatives from all departmrnts and agencies having an interest in avia- 
tion. The ACC studies aviation problems and developments affeeting one or 
more of the participating agencies, and has responsibility for formulating and 
recommending suitable policies and actions to be taken. The Under Secretary 
serves also as the Commerce member of the Air Navigation Development Board. 
The purpose of this Board, comprising policy level representatives from the 
Departments of Defense, Army, Navy, and Air Foree, in addition to Commerce, 
is to guide the development of a common system of air navigation and air traffic 
control. The Under Secretary also serves as the Vice Chairman of the Office of 
Defense Mobilization Transportation and Storage Committee, represents the 
Department on the National Advisory Committee for Aeronautics, and provides 
representation on the Interagency Committee on Water Resources. I am sure 
that you appreciate that this interagency committee activity requires extensive 
participation at the staff level which can usually be effected or coordinated better 
by the personnel under immediate control of the Under Secretary. 

The comprehensive study of the highway and railroad bridge clearance problem 
prepared last year by the Under Secretary’s Office illustrates another way the 
staff can contribute to interagency policy development and integration of trans- 
portation programs. This study which represented a coordinated effort of a 
number of Federal agencies, over 40 State highway departments, and at least 60 
railroads revealed how public and private funds have been wasted over the years 
in the design, operation, and use of bridges over navigable waters. 

This waste has resulted from the establishment of bridge clearance requirements 
under a concept that places undue emphasis on one form of transportation rather 
than on the public interest in all forms of transportation. For example, at least 
21 movable span highway bridges and 2 such railroad bridges have never been 
opened to accommodate the watercraft which were intended to be served. More 
than 500 other such bridges are opened on an average of only once a day or less. 

Already as a result of the findings of this report, the Corps of Engineers has 
modified its regulations governing this matter. The Department, in cooperation 
with other agencies, is now drafting bridge clearance legislation that will treat 
all forms of surface transportation involved as coordinate activities. In view of 
the projected highway improvement program, adoption of this concept will save 
millions of dollars annually without undue interference with water transportation. 

The Commerce Department’s work in the planning for establishment of a War 
Transport Administration in the event of war provides another illustration of the 
close coordination which can be effected through the office of the Under Secretary. 
For some time now two of the bureaus reporting to the Under Secretary, the 
Maritime Administration and Defense Air Transportation Administration, along 
with members of the Under Secretary’s staff, have been working very closely 
with the Interstate Commerce Commission, the Defense Department, and other 
agencies, and the Office of Defense Mobilization on this project. As a result, the 
agencies have virtually reached agreement on the basic principles of necessary 
wartime controls, a uniform type of organization, and detailed manuals of fune- 
tions and offices. Similar arrangements for civil defense emergencies are under 
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study. This coordinated effort will produce a list of all detailed steps and authori- 
ties necessary to place these programs into immediste operation should war come, 

The Commerce Department’s participation in this and similar projects requires 
close coordination of staff activity within the Department. Representatives from 
Maritime Administration and Defense Air Transportation Administration and 
the Under Secretary’s immediate office freely exchange ideas and discuss common 
problems in order to work out a positive overall Commerce position for considera- 
tion of the interdepartmental group. 

In connection with the Under Secretary’s interagency responsibilities, and on a 
less formalized basis, it is desirable that the staff maintain active liaison with key 
personnel of other departments and agencies of the Government. The value of 
sustained contacts is clearly evident in the many instances when matters of 
common interest require settlement, or when authorative information is needed 
by the Department. Effective negotiations at the staff level greatly facilitate 
prompt solution of many problems at the decision level. Staff reduction has 
seriously impaired the ability of the staff to provide this service. 

Many transportation questions outside the aegis of the bureaus reporting to 
the Under Secretary arise as a result of the Secretary’s leading role in the executive 


branch for overall transportation policy. In most of such instances, the Secre- 
tary and the Under Secretary for Transportation must rely on the personnel of 
the Under Secretary’s immediate office for staff work. An example of this activity 


is the follow through activity on the report prepared by the President’s Advisory 
Committee on Transport Policy. In view of the Secretary’s chairmanship of this 
committee, the Department has assumed leadership in carrying forward the 
Administration program. TEnabling legislation is now before both houses of the 
Congress. 

As you know, Congress receives each session many bills which if enacted would 
vitally affect the Nation’s transportation system. It is usual for the Congress 
to ask the Commerce Department for its views on these proposals. The Under 
Secretary’s immediate staff performs a necessary function in processing these 
requests. 

If the measure directly or primarily affects one of the transportation agencies 
of the Department, that agency is asked to analyse it and recommend the De 
partment’s position. The Under Secretary’s staff carefully reviews all of these 
proposed reports and makes appropriate recommendation thereon to him. Where 
the measures would affect more than one of the agencies or relate to transportation 
outside of their jurisdiction, the staff either directly or in cooperation with the 
agencies analyses the bills and recommends the Department’s position. During 
the 84th Congress, the staff has so processed approximately 350 legislative pro- 
posals and there are about 120 more in progress. This same procedure is followed 
for legislation proposed within the Department in furtherance of the Department’s 
transportation programs, executive orders, enrolled enactments, and so forth. 
In matters where the Department has a close interest in the legislative proposal, 
the staff maintains close surveillance of developments to keep the Under Secretary 
fully advised of its progress. Carrying out these functions requires continuing 
study by the staff of all pertinent developments in the transportation field, close 
liaison, and coordination with the Bureau of the Budget, other departments and 
age ices, and the staffs of the respective congressional committees and appropriate 
contact with the transportation industry and users. Additionally, the staff 
assists the departmental officials on the numerous occasions they are requested 
to testify, furnish information, or prepare special reports for the Congress, or 
the Presi’ent on legislative matters. 

This discussion is not intended to point out each and every way the staff assists 
the Under Secretary in doing his job. I have not mentioned, for example, routine 
matters such as replying to the large number of inquiries regarding transportation 
from the general public, nor staff participation in important industry conferences 
where national transportation issues are considered. 

I hope, however, that this discussion presents sufficient information on the way 
the staff functions and how it contributes to the efforts of the Department in 
meeting its transportation responsibilities to justify your favorable consideration 
of the modest request for the Office of the Under Secretary for Transportation. 


JUSTIFICATION FOR REQUESTED INCREASE 


Mr. Roruscuitp. The increase we asked for would raise the funds 
available for personal services to $155,900. That covers a full year’s 
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cost of the minimum staff necessary. Now, this would only return 
the staff to the 1955 level. We currently have 13 positions, of which 7 
are secretarial, and we had a budgetary restriction last year, and that 
caused us to have to cut the staff down. 

I am sure I don’t have to remind you that my office directs and 
supervises the Civil Aeronautics Administration; the Bureau of Public 
Roads; the Maritime Administration; the Weather Bureau; and the 
Defense Air Transport Administration. 

Mr. Tuomas. Dollarwise, what part of your activities covers the 
whole budget? 

Mr. Roruscuiip. Ninety-six percent, pretty near, of the Commerce 
budget. 

Mr. Tuomas. Ninety-six percent? 

Mr. Roruscuitp. Pretty near. And more than two-thirds of the 
employees, I believe. 

Now, if we get this increase, the overhead for the direction and 
operation of the Under Secretary’s Office would still be one-tenth of 1 
percent of the money allotted to us. It is a big job. It is a lot of 
work, and we had to borrow personnel from the agencies that I super- 

vise to bring them in on a part-time basis. That is totally an outside 
arrangement. They spend a lot of time running back and forth, and 
we have the liaison function, and we have technical advice to give, 
and we have all sorts of analyses to work out. 

Then we have a very, very big job of coordinating the various 
activities, and then we have all sorts of interdepartmental and inter- 
agency committees on which to serve, and we are the ones who do all 
of the staff work for the development of an overall transportation 
policy. 

We also have affairs with the Department’s agencies, with other 
departments, with the Bureau of the Budget, and with congressional 
committees, too, Mr. Chairman. 

We have been working weekends and nights and trying to keep up, 
and we have only done it by borrowing personnel from other agencies. 
We really need the people. 

Mr. Preston. How many people have you borrowed from other 
agencies? 

Mr. Roruscuitp. We borrowed anywhere from three to, I guess 
at times we have had a dozen or more working. 

Mr. Preston. Do you borrow from the agencies that you supervise? 

Mr. Roruscuixp. Yes, sir. That of course, slows up the work in 
those agencies, when we take their people. We take their top people. 

Mr. Preston. Seven of your present people are secretarial, 
stenographic in nature? 

Mr. Roruscuivp. That is right. 

Mr. Preston. How many additional people are you asking for? 

Mr. Roruscuiip. We are asking for 5 additional people, 3 of whom 
would be analysts and 2 would be secretaries. 

Mr. Preston. In the justification, you show 3 additional man-years 
not 5. 


BREAKDOWN OF OTHER OBJECTS OF EXPENDITURE 
Mr. Roruscuitp. That is right. Five people are there. 


Mr. Preston. What is the breakdown on the other objects? 
Mr. Moors. On page 40, there is a breakdown. 
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Mr. Preston. Why the increase of $6,000 in travel? 

Mr. Moore. I believe, Mr. Chairman, we can justify that, in 
sending people to inspect field operations. We do not have enough 
money to make the proper trips throughout the United States. We 
have to curtail between the Office of Budget and Management and the 
Personnel Office. 

Mr. Nietson. I think, Mr. Chairman, it also should be said that 
would include the increased per diem rates during the past year. 

Mr. Moors. I am glad you mentioned that, too. 

Mr. Preston. Let’s refer to the contractual services. There is 
an increase of $21,000. 

Mr. Moore. Yes, sir. That includes $17,000 for bibliographic 
services the Library of Congress will provide the Office of Strategic 
Information in connection with its exchange program. The $4,000 
increase is pretty well taken up with numerous smaller activities. 

Mr. Preston. When you say “exchange program,” do you mean the 
exchange of technological and scientific information? 

Mr. Moore. That is correct, sir. 

Mr. Preston. How do you spend it in the Library of Congress? 

Mr. Moore. They are keeping a record of what we send and what 
we receive. They also keep the records of what is Government and 
what is private. When we get a request for information, it is sent 
to the Library of Congress, where they in turn, from their list, ask 
for an even exchange. 

Mr. Presron. The other two items are comparatively small; 
$5,500; and equipment, $4,500. 

Mr. Moore. In that, we would like to get a little equipment and 
some supplies for our departmental civil defense activities. At the 
present time, we wish to keep our civil defense chests, and so on, up 
to date and to reasonable standards. 

Mr. Preston. Is the Government operating under some standard 
sort of procedure? 

Mr. Moors. There is a standard that is being given. Of course, 
we have our first-aid instructors, light rescue teams and so on. 


TRANSFER AUTHORIZATION 


Mr. Preston. The transfer authorization filed on page 44 of the 
justification, you requested previously? 

Mr. Moors. We requested this last year, to my knowledge. Now, 
how many times before that, I do not know. Do you, Mr. Nielson? 

Mr. Nievson. I think it was last year that we asked for this 5 
percent transfer. 

Mr. Preston. It was not approved last year? 

Mr. Nietson. No, sir. 

Mr. Moors. We have examples here where we could have used it 
in the past, such as the supplemental estimate for the Civil Aeronautics 
Administration activities in Alaska; the supplemental estimate to 
finance the cost of the Geodetic Services commissioned officers pay; 
the increased cost of fringe benefits of the CAA and the Weather 
Bureau; for the program of the Bureau of Census to meet the increased 
workload problem, and items of this kind. We feel very much justified 
in having this. 
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Mr. Preston. To what extent, if any, would it eliminate the supple- 
mental requests coming to the Congress? 

Mr. Moore. I don’t know. I don’t know whether you can make, 
quite, an estimate of that, but we are talking about things that have 
to be done. 

Mr. Preston. It has been the general experience of the committee 
that a good deal of flexibility is generated, somehow, on the part of 
the agencies, without any specific language. 

Mr. Nretson. Mr. Chairman, in that regard, we do not have, at 
the present time, any flexibility to transfer funds between appropri- 
ations or between one bureau and another bureau. That was true 
during the 2 or 3 years under the Defense Production Act. That 
authority is no longer contained in the Defense Production Act. 

Mr. Moore. Of course, any transfer to be made, we would clear 
with the Bureau of the Budget. 

Mr. Preston. Through the apportionment process? 

Mr. Nrextson. That is correct. 

Mr. Preston. The committee will take that matter under consid- 
eration. 

Mr. Moore. Thank you, sir. 

Mr. Preston. Mr. Thomas, do you have any questions? 

Mr. Tuomas. No questions. 

Mr. Preston. Mr. Rooney? 

Mr. Roonry. No questions. 

Mr. Preston. Mr. Clevenger? 

Mr. CLevencer. No questions. 

Mr. Preston. Mr. Bow? 

Mr. Bow. I should like to ask one or two questions, Mr. Chairman. 


JUSTIFICATION FOR ADDITIONAL EMPLOYEES IN PUBLIC INFORMATION 
OFFICE 


I am not at all satisfied with the testimony here, to justify this. It 
is a small item—these two additional employees in the Information 
Office. 

Mr. Moore—Secretary Moore—you stated so far as the one in 
television is concerned, that is to get charts and weather information 
on television? 

Mr. Moore. I used those only as an example, sir. 

Mr. Bow. What else were you going to use them for, so far as tele- 
vision is concerned? We see the weather several times a day now. 
Where would you use the charts on television? 

Mr. Moore. My thought was that we would use them in showing 
trends in the economy. We could use them for facts that would 
develop the uses of the censuses. We could make a nice promotion for 
the Bureau of Standards. Things like that. 

Mr. Bow. On what programs would they be used? 

Mr. Moore. They could probably be used on these flashes that 
come in on the interim intervals between programs. There are some 
weather programs lasting 15 minutes or 10 minutes, when such 
programs are put on. 

Mr. Bow. Would it be your idea that the Department of Com- 
merce would sponsor these programs? 





59 


Mr. Moore. They would be cleared through the Department of 
Commerce. We would not spend the money for production. We 
would try to get somebody to make the film and do the editing. 

Mr. Bow. Have you had requests from people that want it? 

Mr. Moors. We have just finished a remarkable film that is 
going to be shown on television, with the help of some of the weather 
people, named ‘Tornado’. It is a fascinating piece of photography. 
If you have an opportunity to see it, I would recommend that you 
see it. 

Mr. Bow. Whose funds were used for that? 

Mr. Moore. There was an oil company that spent the money for it. 
It does carry on it a byline “checked with the United States Weather 
Bureau, Department of Commerce.”’ 

Mr. Bow. I just feel there should be some more information on 
that one piece and on this other. You refer to the Office of Public 
Information, and reading from your statement, you state— 

As you know, these services and activities cover a wide range. In the transpor- 
tation field, they pertain to promotion and development of air commerce. 

Now, we find ourselves in a situation where commerce has developed to the 
point where we are not adequately able to handle it. 

Do you feel that the Department of Commerce has to get out now 
and drum up more trade for the air industry or can’t the air industry 
doit? Has it not grown up to where they can pretty well take care of 
themselves? 

Mr. Moore. Every industry has to keep growing and we are very 
much interested in the growth of the economic factors in this country, 
and we have in our charter the charge to promote and foster industry, 
and this is one of the things—air commerce. Yes. 

Mr. Bow. To what extent are funds appropriated by this committee 
used for the development and promotion of air transportation? 

Mr. Moore. We have news releases and magazine releases and we 
would like to get, as I say, in this tele vision-audio fiel L. 

Mr. Bow. Would we not be better off in putting it in the develop- 
ment of air safety? 

Mr. Moore. I think the percentage to the total for air safety is so 
small, it would be lost there. 


DEVELOPMENT AND MAINTENANCE OF AMERICAN MERCHANT MARINE 


Mr. Bow. One other item. The “Development and maintenance 
of the American merchant marine.” I am for the American merchant 
marine. I believe in it wholeheartedly. I wonder now, whether, 
with the travel and use of the merchant marine as it is, we need to 
continue to publicize through this agenev by putting on additional 
people, in that branch of the service in the Department of Commerce. 

Mr. Roruscuitp. Mr. Bow, if I may answer that, the intent. of 
the Congress is that the American merchant marine shall carry a 
substantial part of our own foreign commerce. 

That has been interpreted by the Congress to mean at least half. 
We have never approached half except in times of war. It is some- 
thing between 25 and 30 percent today. 

Mr. Bow. How is this one additional man going to develop what 
you have ‘n mind? Don’t the companies themselves do a pretty good 
job of publicizing the American merchant marine? 
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Mr. Roruscuivp. In my experience, once you are a few miles from 
the seaboard, you will find very little acquaintance with the American 
merchant marine by the American public. 

Mr. Bow. Isn’t that to a great extent the responsibility of those 
who are now the beneficiaries of our Merchant Marine Act? 

Mr. Roruscuintp. The beneficiaries of our Merchant Marine Act 
do an extensive advertising job. 

Mr. Bow. Now, the last item on here is the promotion of highway 
and road systems. If you gentlemen would come in my office and 
see the mail that I receive on the road system, you would know that 
you needed no one in the Department of Commerce to get after the 
American people to become interested in the promotion of the highway 
and road system. So it seems to me these items are all items which 
can properly be taken care of some place else. 

The thing I have in the back of my mind, gentlemen, is whether 
we are putting on more public information officers that are going to 
issue statements such as the one that I found in Bari, Italy. I should 
like to call your attention to it. 


TRADE FAIR IN BARI, ITALY 


I saw an account in the newspaper from a release from the Depart- 
ment of Commerce that, in the Italian Trade Fair, the most important 
exhibit was that of an animated chicken and cow. That had taken 
over the Italians. They became very fascinated with these two 
items. Having visited the Bari, Italy, Trade Fair, I knew of my own 
knowledge that neither the cow nor the chicken were in the exhibit. 

In a further check on the matter, I found that the Department of 
Commerce did issue a release saying that those exhibits would be in 
Bari, Italy, when, in fact, they were not there. 

So I think we should justify these positions, and know that they 
are needed, rather than have the possibilitv of more information 
officers putting out information that is not correct. 

Mr. Moore. Mr. Congressman, we checked that. I hate to tell 
you it was a very bad mistake. Some one went off half-cocked, if we 
can use that expression, on that release. Originally, it was planned to 
have those animated animals there. They did not get there and who- 
ever wrote the release just did not check. 

Mr. Bow. As I say, those are small items but it is the number of 
small items that I am concerned about. Most of your larger items, 
I am in accord with. I think the smaller items are the ones where we 
can save money. I, for one, have not seen justification—at least 
before this committee—to satisfy me. 


ROLE AND IMPORTANCE OF OFFICE OF PUBLIC INFORMATION 


Mr. Moore. We feel our Office of Public Information is the same 
thing to our Department as a sales promotion manager would be to a 
store; that he has a remarkable opportunity to promote the activities 
of the Department, and to have the American public use our publica- 
tions and our services, which we know, if well used, would be tremen- 
dously valuable at this particular time, and we look at it in that w ay. 
We feel the amount of money is very, very small compared to the- 
good that can be obtained. 
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Mr. Bow. I still have not seen any testimony here as yet that these 
additional expenditures are going to pay dividends to the American 
taxpayer, whether or not we have at the present time a sufficient 
public information group in the Department of Commerce to carry 
on the work. That is the point I would like to have made clear to me. 
If we need them, I certainly am going to be for them. 

Mr. Moornr. We do not feel we do have a sufficient number to 
carry on the work that should be done. They are working overtime. 
They are really struggling with the workload generated by the Depart- 
ment’s position. 

Mr. Bow. Now, Mr. Secretary, before I became a Member of Con- 
gress, it was my privilege to be counsel to a committee of this House 
at one time, that made an investigative study of the publicity and 
information officers of a number of departments of the Government; 
and I must say that I always look very, very carefully, because | do 
feel sometimes they are used for purposes other than information for 
the public or for the benefit of the taxpayer. 

Mr. Moors. We have heard that has been a criticism. I can 
assure you in the Department of Commerce, we are trying to avoid 

anything like that. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Preston. Mr. Horan? 

Mr. Horan. No questions. 


GENERAL STATEMENT OF UNDER SECRETARY OF COMMERCE ON 
NatTIonaL BureEAv OF STANDARDS, PATENT OFFICE, AND CoaAsT 
AND GEODETIC SURVEY 


Mr. Preston. Under Secretary of Commerce, Mr. Walter Williams, 
I believe you have a general statement to make. 

Mr. Wiuuiams. Yes, Mr. Chairman. If it is agreeable to you, 
I will file this paper, and then paraphrase or summarize it. 

Mr. Preston. Very well 

(The statement referred to is as follows:) 


STATEMENT BY WALTER WILLIAMS, UNDER SECRETARY OF COMMERCE 


I should like at this time to touch briefly on a few considerations with respect 
to the programs and budgets of the National Bureau of Standards, the Coast and 
Geodetic Survey, and the Patent Office. 


NATIONAL BUREAU OF STANDARDS 


I should like to emphasize the importance of the Bureau’s work to the vast 
scientific undertaking of the Federal Government. 

One of the important services of the Bureau is to provide other Government 
agencies with technical advice and assistance. Because of the Bureau’s specialized 
skills and because it has been successful in gathering a team of expert scientists 
and engineers, many Government agencies come to the Bureau for help in solving 
their very special problems. These include the Veterans’ Administration, the 
Department of Defense, the Patent Office, and many others. This is testimony 
to the high scientific standing and skill of the Bureau. The Bureau is a center of 
technological know-how, and a storehouse of talent and information upon which 
Government can depend. 

The strength of the Bureau results from active and imaginative research pro- 
grams. The Bureau’s work in the electronics field, for example, means that 
Bureau electronic scientists and engineers are able to apply themselves to the 
many problems which come to the Bureau on electronic devices, on computer 
technology, on circuitry, on tube technology, and associated developments. 
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Similarly, Bureau chemists, physicists, structural engineers, and many others 
are enabled, as a result of their research endeavors, to solve or assist in the solu- 
tion of many, many perplexing scientific problems. 

To provide all these specialized services, the technical staff of the National 
sureau of Standards must remain scientifically alert, and to work at the frontiers 
of research. 

This is one of the objectives of the Bureau’s research programs. It is one of 
the reasons that the present budget seeks to increase the research programs of the 
Bureau. The Bureau’s ability and competence to serve Government depends 
greatly on this need for an increased research program. 

But it must not be thought that the Bureau undertakes research in the abstract. 
Whatever it does is directly related to its basic and assigned mission—that of 
finding and developing new and better standards and applying those standards 
to American science and technology. 

This is one of the most important functions assigned to any Federal agency. 
It is the very cornerstone of our modern economy. The whole concept of inter- 
changeability of parts could not be realized without these standards. I find it 
most difficult to think of a single consumer or industrial item which does not 
depend upon these standards. 

The goal of the National Bureau of Standards, the objectives of which this 
Department heartily supports, is the attainment and maintenance of a balanced 
basic technical program which is consistent with the needs of science and industry 
as indicated by the recommendations of scientific advisory committees, by 
national leaders in science and Government, and by the demand for Bureau serv- 
ices from industrial, civic and scientific organizations. 

These estimates are designed to accomplish an important step toward fulfillment 
of the foregoing objective by strengthening all of the Bureau’s basic program 
activity to provide a minimum level of technical balance, especially in areas 
related to the improvement and development of standards. Subsequent steps 
will be directed toward increased research emphasis on neglected scientific areas 
and upon other areas where the rapid advance of science is out-distancing the 
standards which are now in existence, 

Because the work of the National Bureau of Standards is so extremely important 
and because its efforts and accomplishments affect the lives, the standard of 
living and the security of each and every one of us in this country, I feel strongly 
that its requirements merit the sincere consideration, encouragement and sub- 
sequent vital support of all of the members of this committee. 


COAST AND GEODETIC SURVEY 


The programs planned for the 1957 fiscal vear are designed to meet the normal 
demands placed on the Bureau for its services in producirg safe navigation aids 
for marine and air commerce; the geodetic control requirements of the Federal 
mapping program; scientific and engineering information and basic data for 
Government and public use. These services are vital to our national economy 
and to the «rderly and efficient development of our natural resources. They are 
the foundation for the production of nautical and aeronautical charts and infor- 
mation concerning tides and currents; the inventorving of our natural resources; 
planning and construction of multiple-purpose projects in our river basins; flood 
control; irrigation and conservation projects; topographic mapping; determination 
of property and civil boundaries and the requirements of our interstate highway 
system. 

Although the Bureau will not be able to meet all demands for its products and 
services, the operating level planned for the 1957 fiscal year will allow us to 
fulfill the normal requirements by invoking a priority system. Some reprogram- 
ing, plus a small increase, will provide better balance in the programs and will 
allow the Bureau to implement a multiple-year program that will completely 
modernize and bring etrrent the very important aeronavtical charts produced 
for both civil and military aviation. 

The need for a replacement program dealing with the Bureau’s aging, and in 
some instances obsolete floating equipment, became more urgent when the ship, 
Surveyor, 1 of 4 remaining major vessels of the fleet, became incapacitated during 
the past season while workirg in Alaskan waters. The general Consensus was 
that this 38-year-old vessel was beyond economical repair and did not warrant 
further investment of funds. Accordingly, it was sold for scrap. Unable to 
obtain the highly specialized vessel necessary from eny other source, it was 
deemed advisable to request authority to construct new equipment. This was 
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granted through the enactment of Public Law 251 of the 84th Cengress. Although 
this new ship will not cost any more to operate than the average of the other 
major ships, its increased efficiency is expected to give material relief to the 
hydrographic surveying program which at its present level of operation will take 
50 years to complete. 


PATENT OFFICE 


Recognizirg the continuing increase in the backlog of work to be performed 
by the Patent Office, the Congress substantially increased its 1956 appropriation. 
An immediate expansion program calling for the recruitment and training of 
approximately 400 examiners ard supporting clerical assistants was implemented. 
This is considered sufficient to support an acceleration in the program, making 
possible a disposal rate comparable or slightly greater than the rate at whith new 
applications are being received. More important, however, it allows for an 
orderly and well-devised approach tc the activation of an aggressive plan designed 
to eliminate the backlog of applications that has been accumulating during a 
period of several years. This plan which is to begin with the 1957 fiscal year 
will pat into action an 8-year examination and 6-year classification program, 
which, based on the soundest and latest statistics and information available, is 
designed to place the operations on what is considered to be a current basis. 
The plan comprehends annual increases, the vast majority being for personal 
services during the succeeding years in the examination operation with related 
increases in the supporting clerical staff. It will reach its peak in 1958 ana 
maintain that level for a period of 4 vears with a gradual decline, mainly through 
attrition, until 1965 when it is calculated that the backlog can be maintained 
under control. 

In order to maintain average production per examiner while the new employees 
are being trained and are gaining experience, it has been decided to continue to 
utilize the services of selected highly productive experienced examiners on over- 
time basis on Saturdays and holidays. This has proven to be a low-cost means of 
obtaining a high rate of production during the past year. It is proposed to con- 
tinue this policy until the Bureau has absorbed the impact of the expansion. 

The plan does not give consideration to any possible mechanization develop- 
ments that may come from our research in this field. In this respect, the Patent 
Office has been working closely with the National Bureau of Standards since last 
July on a project covering research and development work dealing with the 
mechanized search problem. The initial purpose of this work is to identify the 
characteristics of the specialized machinery necessary to fulfill requirements. 
Although considerable progress has been made, the desired end result has not. been 
reached. Presently, steps are being taken to acquire auxiliary equipment to 
operate in conjunction with the National Bureau of Standards SHAC equipment 
in the conduct of a pilot searching operation. As part of their contribution to the 
effort, the Patent Office has encoded the information abstracted from in excess of 
15,000 patents falling within the ‘‘composition of matter’’ category. These are 
to be used as the subject matter to be searched in the pilot operation experiments. 
There is a great interest in this project among the secretarial officers. The Secre- 
tary’s advisory committee, appointed in accordance with a recommendation of the 
Bush committee, maintains continuous contacts with the project. Their main 
interest is to advise the Secretary through their appraisals and evaluations, and 
to make appropriate recommendations. Although we are encouraged with ad- 
vances to date, there are not any definite developments that we can envision in 
the near future that would greatly alter the plan. However, when these material- 
ize, the plan is sufficiently flexible to allow for their inclusion. 


Mr. WiuuiaMs. There are three bureaus that come under my 
personal supervision: The Bureau of Standards; the Coast and 
Geodetic Survey; and the third is the Patent Office. 

7 9 


NATIONAL BUREAU OF STANDARDS 


A few words, first, about the National Bureau of Standards. | 
think that as we take a look at the world in which we live today and 
read the daily papers, and other reports that indicate what they are 
doing across, on the other side of the seas, we cannot help but, all of 
us, be impressed with the fact that science and engineering and 
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research and the applied technology growing therefrom, are tre- 
mendously important things for the welfare of our country, in the 
preservation of our national security. 

Of course, the National Bureau of Standards is the greatest research 
institution of the Federal Government. Now, in these remarks, J 
would like to have you think in terms of them both as applying to the 
need of research and the applied technology for defense and also for 
the development of our national economy—domestic economy—and 
the resulting standard of living that will stem from increasing research 
findings and applied technology. 

This morning, Mr. Thomas asked a pertinent question, I thought, 
with respect to where we are, so to speak, today, with respect to our 
economy. 

EFFECTIVENESS OF RESEARCH 


The other day some figures came to my attention that you may or 
may not have seen. These figures come from a study that has been 
recently made by the National Science Foundation. These studies 
carried up to the year 1953 showed that from 12 to 24 percent 
apparently not less than 12 percent and perhaps as high as 24 
percent—of the gross national product for our country for that year, 
1953, was the direct result of mone y spent for research through the 
prec eding 25 years. Obviously, there is a lag and so the money 
that we are spending for research today—public or private research 
is more in the nature of seed corn, you might call it, | suppose, from 
which we derive benefits later on. 

I stumbled on to some other figures, not too long ago, which pointed 
out that the Dupont Co. finds for every $1 it spent in research, it 
ultimately spends $3 in new plants and new equipment. Another 
firm, whose name was not made public, made a study of its research 
and engineering scientific expenditures over a period of 13 years, 
and found that for every dollar spent in research, $36 ultimately 
resulted in sales and $7.20 profit before taxes resulted. 

Well, these few sets of statistics, I think, speak pretty loudly with 
respect to the effects of research on our domestic economy. 


PRESENT CONDITION OF THE NATIONAL ECONOMY 


Now, our domestic economy today—and the domestic economy of 
the future—then, are going to depend in no small measure upon the 
vision and long-range planning of businessmen and particularly, as 
applied in this field of research. 

Now, digressing just a minute, to answer Mr. Thomas more fully 
when he inquired of the Secretary as to the present condition of the 
National Economy. The gross national product for the total of the 
last year, was $387 billion. It was going along at the annual rate of 
$397 billion for the fourth quarter. 

The annual rate for this present quarter is about $400 billions. 

Mr. Tuomas. No. No. 

Mr. WituraMs. That is, of course, an estimate. We have to wait 
until the quarter is over to have the exact figures. 

Mr. Tuomas. You wait, then. 

Mr. Wituiams. But the point is that is what the estimates seem 
to indicate whether it varies a little bit one way or another. We are 
in a somewhat level position at the moment. 
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Mr. Tuomas. If I may interrupt. Perhaps this would be $350 
billion. 

Mr. WiuutaMs. For this quarter? 

Mr. THomas. On an annual basis. 

Mr. Wiuutams. An analysis of the various barometers now would 
point to $400 billion or a little better. 

Mr. Tuomas. | thought that came out of your shop. 

Mr. Wiuurams. No. 

Mr. Moors. We don’t estimate it. We have ways of getting it. 

Mr. Wiuutams. At any rate, the estimates from reliable sources 
point to the fact it is a little over $400 billion. 

The Federal Reserve production index is rocking along at 143 or 
144 for October, November, January, and February. It is a little too 
soon yet to tell what March will be. That would seem to indicate 
then, a little leveling off. 

Now, in the field of construction, residence construction fell. I am 
selecting barometers to show both ups and downs because an objective 
analysis would seem to indicate that the uprush we had in 1955 seems 
temporarily to have toned down. Most of the economists, you remem- 
ber, predicted, on December 31, 1954, that 1955 was going to be up, 
but they were all low in their estimates of the degree of rise. 

Now, as one economist has said, we perhaps are enjoying the pause 
that refreshes. We are catching our breaths, so to speak. 

Mr. Tuomas. Are you quoting from Dr. Burns now or speaking 
ex cathedra? 

Mr. Wiuutiams. I don’t know what that means. I am speaking 
from reliable sources of information. 

Now, as we know, the automobile situation declined in mid-Decem- 
ber. But here is a ‘startling thing that may not have come to your 
attention; that despite the fact that automobile production and 
automobile sales were off in December, beginning mid-December, the 
facts are that December set an all time high for retail sales and 
January equaled the December sales. February sales are 2 percent 
off from January but they were 4 percent above February last year, 

On this matter of proposed new plant and new equipment figures, 
I mentioned the fact that steel planned a 5-million-ton increase of 
capacity for each of the next 3 years. Let me mention 2 or 3 other 
fields of proposed plant and equipment expansion. Aluminum: The 
total capacity at the end of this year in the aluminum industry will 
be just double what it was in 1951, and the projected plans for that 
industry call for adding an additional 50 percent by 1960. 

Mr. THomas. a to state that in tonnage. 

Mr. WiiuiaAMs. I don’t know what the tonnage is. 

Mr. Tuomas. A million and a half tons. 

Mr. WiuuiaMs. Production rate is stepping up in the petroleum 
field. The petroleum industry has been expending around—in 1951 
$3 billion a year for new plant and equipment. This has been steadily 
going up so that $5 billion was spent in 1955. $5 billion will be spent 
in 1956. 

When you come to electrical power, they are spending this yea 
$3.1 billion which is 6 percent above last year. Then when you sed 
into the manufacturing of electrical goods, that is perhaps one of the 
dizziest fields for rapid expansion unless you seek out something like 
electronics, which is especially dizzy. But the electrical manufactur- 
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ing industry has got to, in order to keep pace with the demands of the 
electrical field, have to double their output within 10 years and 
quadruple it within the next 16 years 

Those are the plant and new equipment projections of businessmen 
who represent these various industries. 

These statements are simply by way of pointing out to you what 
appears to be the situation at the present time- that of cate hing up— 
the pause that refreshes. Now there seems to be somewhat of a 
consensus for that to change. There is a somewhat general feeling 
that perhaps the last half of the year will begin to move up; possibly 
the upward movement might come in the last quarter. It is a little 
hard to pinpoint too closely, but practically everybody that I know 
seems to be in agreement that the year 1956 in total terms will be 
higher than 1955. 


ROLE OF NATIONAL BUREAU OF STANDARDS IN VARIOUS ACTIVITIES 


Now, taking these figures and relating them back to this question 
of research and scientific development ‘and ¢ ngineering and applied 
technology, where the National Bureau of Standards comes in, | 
person: ally have a very, very deep-seated conviction that the National 
Bureau of Standards is one of the great institutions of our Federal 
Government and particularly because of two things that I am 
stressing: the need to keep pace with our opposite numbers, so far 
as the cold war and preservation of our national security are con- 
cerned; and also, when it comes to keeping abreast of the things that 
need to be done in the scientific world in order to raise our standard of 
living through increasingly beneficial applied technology. 

The National Bureau of Standards is an organization that gives 
assistance to the other departments and agencies of the Government: 
the Veterans’ Administration; Defense; Patent Office, and others. 

Much of what the Bureau is able to do must stem from two things: 

Men who are exceedingly well trained and know what we are doing 
in the realm of research and science, and men who have the vision to 
translate what they are doing in terms of practical and beneficial 
results. 

[ suppose that perhaps today, the most startling thing—the most 
fabulous thing—is in the field of electronics , With its many, many 
ramifications. 

Mr. David Sarnoff in a speech several months ago, stated that within 
7 years, 50 percent of the products that they would be working on at 
that time in the field of electronics—just7 years hence—would bet totally 
unknown as of today. 

To give you a little idea of the terrific speed at which we are going, 
the question of these electronic computers is bound to revolutionize 
industry. 

Although I do not as a layman, understand too clearly the many 
practical ‘applic ations of these electronic computers, I know they are 
destined to have some vastly important effects, so far as our economy 
is concerned, both from the standpoint again of national security and 
our domestic economy. 

Then, beyond the realm of electronics, there are the important 
fields of chemistry, physics, and structural engineering. There are 
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all of these various ramifications that have to do with the developing 
of technology and research. 

As Mr. Weeks said this morning, when he spoke about the fact that 
we have the kind of economy where we rely on the interchangeability 
of parts, the development of gage blocks for closer tolerances is an 
important field of activity by the Bureau. 

So the National Bureau of Standards has not only tried to help 
scientific thinking in terms of academic theory, but from the very 
practical standpoint to do those things that will help make our mass 
economy more effective. 

I think perhaps the only other thing I might say on the matter of 
the Bureau of Standards is to remind you of the importance of getting 
the adequate number of scientists and engineers and men of research, 
to keep pace with Russia. I read something which was marked 
“Secret”. Two days later, I read it all—everything in that secret 
document—in the paper. Maybe no harm was done. There were 
no figures there, but at least the public is increasingly being made 
more and more aware of the fact if we are going to save our skins, 
so far as our national security is concerned, we shave got to keep pace in 
terms of research, and in terms of a lot of pure research before you get 
to the practical research, both to preserve our national security and to 
continue with the rapidly i increasing standard of living. 

Mr. Tuomas. You are not taking about the publication put out 
by the Department of Research—the Russian Technical Manual? 

Mr. Wiuurams. I have not seen that one. 

Mr. Tuomas. It is marked “secret”, or “supersecret”’, but in the 
National Science Foundation, they spent $25,000 for publishing that 
book so it could not have been very secret. Evidently that is what 
you read. 

Mr. Witurams. No. I read something else. I happened to bein 
touch with this subject. 

Mr. THomas. That is the only one published in the United States, 

Mr. Wruuiams. That was a Government paper, that I am talking 
about, marked secret. As I say, it did not seem to be very secret, 
I read it in the newspaper a few days later. 


COAST AND GEODETIC SURVEY 


Now, the Coast and Geodetic Survey; perhaps there is nothing so 
thrilling and melodramatic in this Coast and Geodetic Survey, but at 
the same time, it is extremely important because too many important 
operations stem from the work that the Coast and Geodetic people do. 
The survey of the coast lines. That is tremendously important, not 
only for national defense but for the operation of our merchant marine. 
They also have the responsibility for making the necessary surveys 
so we can have our marine charts and our air charts. 

As you know, also, it has to do with earthquake information and 
tides. 

I think that the only thing that need be said further is to emphasize 
what the Secretary said this morning. There used to be quite a fleet 
of vessels of them, I think it was, was it not, Mr. Nielson, all 
together, 3 or 4 years ago; and now that figure is down to 4. The 
Surveyor which was operating up in Alaskan waters became incapaci- 
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tated because of old age—38 years—last summer, and it was junked 
for scrap. 

So this new ship has been authorized for which budget appropriation 
is needed. It is really an almost desperately needed ship, in order to 
keep the program of the United States Coast and Geodetic Survey 
going along. 

PATENT OFFICE 


Now, as to the Patent Office, you are going to hear from them. 
They are on next, I think, for direct hearing. Just a few words on 
that important office. It is not quite the same as the Bureau of 
Standards, but it relates to this question of scientific discovery. 


COMPARISON OF AMERICAN AND GERMAN PERSONNEL STAFFS 


I have been disturbed over the fact—I think Mr. Watson can bear 
this out—that Germany, with a population of roughly, maybe a little 
more than a fourth—maybe a third—something like that, of our 
population, has an enrollment in its patent office of some 2,000. 
We, the much bigger country, have a staff of 1,600 to 1,700. 

A very little incident took place about a year ago when a group of 
foreign students—I think about 25 nations were re presented—came 
to visit the Department of Commerce. I was visiting with them, 
telling them something about the Department of Commerce, and then 
in the afternoon, they were to go out to different places. 

Some of them were going to the art museum. There were four 
Germans there. Where do you suppose they went? To the National 
Bureau of Standards! All their minds were focused upon science, 
science, science, science. 

Mr. Preston. I cannot help but make the observation that this 
committee gave you $2 million more last year than you requested. 

Mr. WruuiaMs. Yes. 

Mr. Preston. This difference between the German figure and the 
American figure is no fault of this committee. We upped the figure $2 
million fat dollars, trying to get the backlog solved. So it is not the 
fault of the committee. 


PLANS FOR REDUCTION OF BACKLOG 


Mr. Wiuurams. We certainly are not casting any reflection ad- 
versely, on this committee, Mr. Chairman. I can tell you that. The 
point we want to emphasize here is the so-called 8-year program that 
Mr. Watson and his associates have worked out. It would seem to 
point the way to catching up with that backlog which accumulated 
for two reasons primarily. First, the rate of inflow of applications 
increased; secondly, the output per examiner steadily declined. 

Now, we are pretty well set for this 8-year program, to reduce this 
bac klog down to 100,000 so that the operation will be in what might 
be called a normal position once again. 

I think that the only other observation to make is with respect to 
mechanization. There is a committee working now in the National 
Bureau of Standards, and it is hoped—though I would not want to 
hold out too much promise—but at least, it is hoped as a result of the 
studies that are being made, that we can come up with some new 
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“gimmicks” involving perhaps some electronic devices or perhaps 
other devices that science can uncover for us, so that the whole 
program 

Mr. Tuomas. A young man of 35 to 40 would be a middle-aged 
man before your program bears fruit. 

Mr. Wiuuiams. As I said, I am not going to predict how fast 
progress will be in this field of endeavor. 

Mr. THomas. Why in the world should a man wait 8 years? 

Mr. Wiuurams. I think Mr. Watson can answer that better than I. 
The subject matter of recruiting men and training them is in itself 
a practical problem. Whether or not it can be done in a shorter 
period of time than that, I would be very happy to have you direct 
that question to Mr. W atson and his associates. I think that is all. 


COMPARISON OF PROPOSED 1957 PATENT OFFICE BUDGET WITH APPRO- 
PRIATIONS IN PRIOR YEARS 


Mr. Rooney. This request of the Patent Office is in excess of any 
request of the Patent Office in the history of the United States Gov- 
ernment; is it not? 

Mr. WiuuraMs. I cannot tell you. 

Mr. Rooney. The highest year was 1953—fiscal year—when the 
amount was $12,95 5,000. Now you come along and ask for $17 
million. Is that correct? 

Mr. WILuIAMs. $17 million is requested for this year. 

Mr. Roonny. Have we abandoned the idea of streamlining the 
Government and cutting down the cost of Government? 

Mr. WiuuraMs. Not at all. 

Mr. Roonny. How do you jibe requests such as this, with the 
theory of saving some money for the taxpayer? 

Mr. WitutaMs. Well, I think the way you “jibe” that is to take a 
look at the chart, which I presume Mr. Watson has right here, 
showing the rapid buildup of new applications, thus causing ‘this peak 
of backlog figures which aggressive steps are now being taken to melt 
away. 

If we succeed in achieving the goals set under the 8-year plan and 
get the backlog down to a “normal load of 100,000, then we won’t 
have to have anything like that kind of a budget to carry on. In the 
meantime, as I am sure you remember from last year’s discussions, it 
is hoped that the legislation that is in the hopper at the present time 
will produce some $3 million more per year to serve as a partial 
offset for the added outgo; maybe later on some other type of fees can 
be generated by legislation. That subject is not before the House at 
the present time. 

Mr. Rooney. This request would be in an amount almost $10 
million more than it was 10 year ago? 

Mr. WiuuiAMs. That is right; 1947 seems to be the last figure. It is 
$7.5 million. 

Mr. Rooney. Yes. Now it is up to $17 million 

Mr. Preston. Thank you, Mr. Secretary. If there are no specific 
questions of the Secretary at this point we will proceed to hear the 
Patent Office witness. 
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PATENT OFFICE 
WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY OF COMMERCE 
GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
ROBERT C. WATSON, COMMISSIONER OF PATENTS 

D. R. ELLIS, BUDGET OFFICER 


SALARIES AND EXPENSES 


Program and financing 


| 1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 





1, Administration of patent and trade mark system | $9,118,516 | $11, 500, 500 $13, 273, 000 
2. Printing and publication of patent and trademark | 
material 1, 991, 663 2, 675, 000 3, 099, 000 
3. Executive direction and administrative services | 519, 139 | 619, 500 637, 000 
Sn Se ee | 11, 629, 318 14, 795, 000 17, 000, 000 
Financing: 
Unobligated balance no longer available bahecse BOE Indiudanksddacabbosccaceatand 
Appropriation (adjusted) ae 11,645,000 | 14,000, 000 7, 000, 000 


Proposed supplemental due to pay increases 





ae bi ee manete 421... ...-- 


Obligations by objects 





Object classification 1955 actual | 1956 estimate | 1957 estimate 
| 





Total number of permanent positions_ on 1, 640 | 2, 050 2, 350 
Average number of al] employees 1, 551 | 1, 840 2, 135 
Number of employees at end of year 1, 612 | 2, 000 | 2, 300 


Average salaries and grades: 
General schedule grades: 


Average salary. , ; as $5, 649 $5, 869 $5, 793 
9 


Average grade-.-._-_-- = : | GS-8.2 GS-7.! GS-7.8 





01 Personal services: 
ah ana wi ltenienendanaionines | $9, 026, 057 $10, 876, 000 $12, 425, 000 








Regular pay above 52-week base : 34, 716 | a des degiel ‘i 
Payment above basic rates_.-_ ; 151, 723 | 450, 000 725, 000 

Total personal services..........----- - oa 9,212,496 | 11,368, 000 13, 150, 000 
i. rearest oF oi = wed 9, 971 12, 000 12, 000 
03 Transportation of things-__-- kecned sala | 5, 386 6, 000 6, 000 
04 Communication services : vangl 86, 052 100, 000 105, 000 
05 Rents and utility services_-____-- ae cnamicas 19, 115 25, 000 30, 000 
06 Printing and reproduction_. 1, 991, 663 2, 675, 000 3, 090, 000 
07 Other contractual services 7 60, 080 302, 000 290, 000 
08 Supplies and materials_.---.- 153, 385 175, 000 180, 000 


09 Equipment.-. 82, 933 125, 000 130, 000 
13. Refunds, awards, and indemnities as ---| 985 


15 Taxes and assessments-__ 7, 252 7, 000 7, 000 








I cl awmidbinnicedon | 11,629, 318 14, 795, 000 17, 000, 000 
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Budget authorizations, expenditures and balances 





1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 
| 


Appropriation Sri vascien | $11,500,000 | $14, 000, 000 $17, 000, 000 
Transferred from “Ship mortgage-foreclosure or forfeiture | 
contingencies, maritime activities’ (69 Stat. 240) 145, 000 
Adjusted appropriation. es 11, 645, 000 14, 000, 000 17, 000, 000 
Proposed supplemental due to pay increases 795, 000 
Obligated balance brought forward 1, 038, 895 1, 388, 142 1, 332, 000 
Total budget authorizations available ea ; 12, 683, 895 16, 183, 142 18, 332, 000 


EXPENDITURES AND RALANCES 


Expenditures— 


Out of current authorizations 10, 241,614 12, 708, 000 15, 502, 000 
Out of anticipated supplemental appropriation 755, 000 40, 000 
Out of prior authorizations. _- 1, 007, 669 1, 388, 142 1, 260, 000 
Total expenditures 11, 249, 283 14, 851, 142 16, 802, 000 
Balance no longer available: 
Unobligated (expiring for obligation) 15, 682 
Other 30, 788 
Obligated balance carried forward___. 1, 388, 142 1, 332, 000 1, 580, 000 
Total expenditures and balances 12, 683, 895 16, 183, 142 18, 332, 000 


Mr. Preston. The next item we will take up will be the item of the 
Patent Office, Department of Commerce. ‘This item is found on 
page 107 of the committee print and on page 900 of the justifications 
in part Il. It is a request in the amount of $17 million, an increase 
of $2,247,000 over the fiscal year 1956 base. 


SUMMARY JUSTIFICATION DATA 


Without objection, pages 909 through 911 of the justification will 
be inserted in the record. 
(Pp. 909 through 911 of the justification are as follows:) 
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SALARIES AND Expenses, BupGet YEAR 1957 


Summary of requirements 


a a ee ee ee hnhtltieteiinaenn ehipdeenten Gee 

Proposed supplemental due to pay increases. ............--.-...-.-----.-------+--- 795, 000 

, OR CIAO, 5, conncdieen téeninectbevininindnininten wade ‘ $14, 795, 000 

Deduct: Regular pay above 52-week base...............-..------.---- eietadennts pia alite 42, 000 
ee le ell ae eed beiaawer pitleGauweies 14, 753, 006 


Net difference—1957 over 1956: 





Requirements 
Difference 
| increase (+) 
| 1956 1957 decrease (—) 
adjusted | estimate | 


By activity 


| } 
Administration of patent and trademark system _-_ . |$11, 460, 500 |$13, 273,000 | -+-$1, 812, 500 


Printing and publication of patent and trademark | 
2, 675, 000 3,090,000 | + 415,000 


a a a ail taal 
Executive direction and administrative services-_-_| 617, 500 | 637,000 | + 19, 500 
Gross requirements. ..................-...--.| 14,753,000 | 17,000,000 + 2,247,000 +-2, 247, 000 





Total estimate of appropriation, 1957. sn SR ree ee ae eee 17, 000, 000 
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GENERAL STATEMENT 


Mr. Preston. We are glad to have with us the Commissioner of 
Patents, Mr. Watson, and I will ask you, Mr. Commissioner, how you 
wish to handle your statement. Would you like to read it, sir, or 
would you prefer to file it. 

Mr. Warson. I would prefer to file it, Mr. Chairman, and I take 
it that a copy of the statement has been given to each member of the 
committee. 

(The statement above referred to is as follows:) 


STATEMENT OF RosBeERT C. Watson, COMMISSIONER OF PATENTS 


For the fiscal year 1957 an appropriation of $17 million has been requested, 
an increase of $2.5 million over the amount for 1956. This increased sum is 
requested in order to enable the Patent Office to conduct a systematic 8-year 
program, the effect of which will be to reduce the backlog of pending applications 
to a more reasonable level. 

The number of applications pending before the Patent Office was, on July 1, 
1955, approximately 222,000 of which approximately 140,000 were awaiting 
action by the Patent Office. The majority of patent examining divisions of the 
Patent Office were more than 8 months in arrears in examining newly submitted 
applications, with 5 divisions having cases with pendency exceeding 12 months. 
All divisions were more than 10 months behind in their consideration of amended 
applications, with a majority over 15 months and 8 divisions having applications 
with pendency exceeding 20 months. 

The more reasonable backlog level thought to be desirable will be reached 
when the number of applications pending will be, in relation to the number of 
examiners who are processing these applications, such that each examiner will 
have on his desk a sufficient number of applications to insure that he will be con- 
tinuously busy, but not so many that a period of more than 2 or 3 months must 
necessarily elapse before he can reach and act upon either a new application 
submitted by an inventor or an application upon which he has previously acted 
and which has been submitted for reconsideration. The public interest, it is 
believed, will best be served when an inventor may be informed within a brief 
period after having filed his application for patent of the views of the Patent 
Office as to the patentability of the invention in which he is interested; investors 
will be encouraged by such prompt processing and manufacturers will ascertain 
more promptly, by the issuance of patents after reduced pendency periods, the 
nature of the claims granted to competitors. The public generally will benefit 
by the more prompt disclosure of inventions in issued patents. 

It is estimated that the more desirable backlog level sought will have been 
attained when the number of applications pending before the Patent Office has 
been reduced to approximately 100,000, of which approximately one-third will 
be awaiting action by the Patent Office and the remainder on the desks of inventors 
or their attorneys—and when the examining corps is sufficiently large to dispose 
of applications at approximately the rate at which they are being filed so that 
this desirable level will be maintained. 

The present staff is insufficient in size to accomplish this objective, even though 
it be increased during the fiscal year 1956 by the addition of 240 examiners, as 
authorized by the Congress by its grant of an increased appropriation for this 
fiscal year. A further increase in the size of the examining staff is necessary. 
It is therefore planned to temporarily increase the size of the examining staff, 
to maintain such enlarged staff active for several years until the number of pend- 
ing applications has been greatly reduced, and then to effect its gradual reduction 
through attrition until it is of such size as to be able to dispose of applications 
at the rate at which they are received, the backlog then being only sufficiently 
large to insure flexibility of operation and a proper workload for each examiner. 

Assuming the receipt of applications continues in the immediate future at 
the annual rate of approximately 80,000 currently realized, this backlog reduc- 
tion effort can best be carried out over a period of 8 years, fiscal year 1957 being 
the first year of this 8-year period and fiscal year 1964 the last year of that period. 
It is contemplated that the backlog will be reduced by 10,000 applications in 
fiscal 1957, 20,000 applications in each of the following 4 years, and by decreasing 
amounts in 1962 and 1963, the desired level of approximately 100,000 being real- 
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ized by the end of 1964. Thereafter, with a staff of 850 examiner assistants, 
receipt of new applications at a rate of 80,000 per year, and disposals at a rate 
of 80,000 per year, the desired current operation will, it is believed, be realized. 

It is appreciated that conditions affecting the filing of applications may vary 
substantially from those anticipated during the years immediately before us 
but presently there is no reason to expect that the filing of applications will 
decrease and substantially more reason to believe that the filings may increase. 
Should, however, there be an unexpected decrease in the rate of filing, or an un- 
anticipated increase in that rate, the plan may be easily modified to take care of 
any reasonable fluctuation in these filing rates, without either throwing an im- 
possible recruitment burden upon the Patent Office or requiring the separation of 
skilled men who wish to remain members of our staff. The increase in size of 
the examining staff to a maximum of 1,050 during fiscal years 1956 and 1957 
was thought to be possible when the plan was laid down, and is still thought to 
be possible despite the tremendous difficulties met with in the recruitment of 
examiners due to the intense competition of industry and Government for the 
services of young engineers. 

We do not minimize the difficulties of the situation which involves an increase 
in the examining corps of over 500 during a 2-year period, thus making it neces- 
sary to recruit substantially more, perhaps as many as 800 all told, in order to 
compensate for separations which occur during this period. For the 9-month 
period ending February 1956 some 270 examiners were recruited, while 112 were 
lost to the Patent Office through separations, making the net increase only 158. 
We are continuing our intensive recruitment program, representatives of the 
Patent Office visiting colleges and universities throughout the country for the 
purpose of interesting qualified young men and influencing as many as possible 
to become members of our staff. Much assistance is being received from non- 
governmental organizations, particularly the numerous patent law associations 
of the country, which are most anxious to see the recruitment effort sueceed. 

It will be recalled that, until May of last year (1955), there was no prospect 
that funds to permit enlargement of the Patent Office staff would become avail- 
able. Consequently no reason existed prior to that time to undertake the ex- 
tensive program of interviews, inquiries, and contactmaking which must be 
carried on several months ahead of the time when engineers customarily grad- 
uate from their respective colleges if satisfactory results are to be obtained. 
Despite this fact, however, the Patent Office was able to engage 270 examiners 
in the period June through February and much groundwork done during these 
months will unquestionably bear fruit when the colleges release their graduates 
in June. Hy Mee s 

The plan contemplates the gradual reduction in size of the examining staff 
during its 6th, 7th, and 8th years, this reduction to be effected wholly by at- 
trition and not by involuntary separation. It is clear that drastic curtailment 
of the staff during these years would effect injury and the rate of decrease is 
such as to insure that injury will not result. 

The plan assumes that each staff member engaged in the examing effort shall 
be able to dispose of 95 applications during each of the years of the plan. Natu- 
rally no young engineer can, upon becoming a member of the Patent Office staff, 
dispose of applications at this rate or at any rate approaching it since he must be 
educated, trained, and acquire experience over a number of years before reaching 
full effectiveness. It is believed to be possible, however, to maintain the average 
rate of disposal of 95 throughout the backlog reduction effort, despite the addition 
of large numbers of untrained examiners, by having those examiners who have 
acquired long experience increase their output by working overtime, So far 
during the fiscal year 1956 between 300 and 400 examiners have worked on 
Saturday, when their disposal rates are higher than during weekdays due to the 
absence of interruptions, and by this means the proposed office rate of disposal of 
95 applications per year for the whole examining corps has not only been reached 
but exceeded. By this expedient the gap between the productive capacities of 
the many new recruits, during the early years of their training and development, 
and the rate of 95 disposals per year upon which the plan is based, has been closed. 
During the current fiscal year the overtime effort is expected to dispose of some 
8,000 applications more than will be disposed of in the absence of this effort and 
over the contemplated 8-year period of backlog reduction some 50,000 applica- 
tions may be expected to be disposed of as the result of this additional effort. 

Examiners selected for Saturday overtime work are drawn from grades GS-11 
and above, these being the levels of examiners with greatest experience and capa- 
bilities. Because the law limits overtime pay to an amount which is 1% times 
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the regular rate of pay for the minimum of grade GS-9, the overtime pay rate 
for the examiners so engaged is, on the whole, approximately the same as their 
regular rate of pay. This circumstance, added to the fact that no compensable 
absence on leave is involved, primarily accounts for a greater return per dollar 
of salary cost to the Government than is possible through regular time employment 
of the same examiners. 

The 8-year plan also contemplates the accomplishment of a much and 
long-needed project, i. e., the reclassification of the 2% million United States 
patents which have already been issued. Proper classification has long been 
regarded as the patent examiner’s sharpest tool, but a comprehensive classification 
effort has not heretofore been undertaken or realized. An up-to-date reclassifi- 
cation would undoubtedly result in a considerable lowering of the amount of time 
now required by the examiner to make his novelty search, estimated to be some 
60 percent of the tota] time required for examination. The plan contemplates an 
increase in the classification staff in 1956 and 1957 to a total employment of 147 
by the end of 1957 and for a period of 4 years thereafter, and a final decrease in 
1964 to a staff of 55, which staff it is estimated will be sufficiently large to maintain 
a current operation in the classification divisions. 

Acceleration of patent reclassification is underway, with the patent classifica- 
tion staff being augmented as rapidly as is practicable by the transfer of experienced 
patent examiners to this work. Steps are also being taken, through research 
and development and the conduct of pilot experimental operations, to seek 
out suitable means by which we might mechanize our search operations. To 
expedite these undertakings with a view to realizing the earliest possible benefits, 
extension of the mechanical search pilot operation and further enlargement of the 
patent reclassification effort in 1957 are provided for within the 1957 budget. 
Che possibility of perfecting some method of searching with the aid of machines 
sannot justify postponement of an aggressive program of reclassification since 
the patents which disclose any given subject matter must first be divided into 
groups as a preliminary step in any mechanized searching plan. Classification 
is a long step in this direction. 

The reclassification effort is expected to be an increasingly important factor in 
enabling the examining corps to sustain the per capita production rate upon which 
the 8-year plan of backlog reduction is dependent, and will contribute materially 
to whatever transition to mechanical means of search may evolve from continuing 
research and development in this field. 

The ultimate success of the plans which have been made is, of course, dependent 
upon appropriate action being taken with respect to the Patent Office annual 
budgets for a period of 8 years, of which the 1957 budget is the first. Adequate 
provision for approaching the planned objectives, as rapidly as is practicable 
within a l-year period, already has been made by the Congress in appropriating 
$14 million for the present fiscal year, almost $2.5 million more than was available 
for the previous year. An additional appropriation of $500,000 is anticipated 
for the current year to meet the costs of general pay increases granted by legis- 
lation approved early last summer. Hence, the budget of $17 million recom- 
mended for fiscal 1957 is $2.5 million more than for the current year. On the 
basis of present costs, it is foreseen that the 8-year program will require annual 
appropriations of about $18.4 million for the 4 years ending with 1961, succes- 
sively lesser sums for the following 3 years, and about $15.4 million thereafter to 
keep the work of the Office current after the program is completed. These sums 
are the best forecasts which can be made at this time. Specific recommendations, 
of course, will need to be developed and presented for each of the succeeding years 
in light of conditions which can better be taken into account at the time each 
annual budget is prepared. 

Although primary emphasis has been given to the need for examiners, it is an 
inescapable fact that augmentation of the examiner staff, with resulting inten- 
sification of activity in the patent examining and patent classification portions 
of the Patent Office program, will generate increased workloads in many of the 
nonexamining functions of the Office. Increased requirements for clerical and 
administrative employees, for printing, and for equipment, supplies and other 
miscellaneous expenses are all involved. In addition to salaries of the examiners, 
these requirements are provided for in the 1957 budget, and are taken into con- 
sideration in the budgetary requirements expressed for the 8-year program. 

In the trademark examining operation, no budgetary problem exists. A num- 
ber of innovations and changes in procedure have been made to increase the 
effectiveness of this operation, the costs relating to which are approximately 5 
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percent of our budget. In the examination of trademark applications, more 
emphasis is being given to matters of substance rather than form; actions have 
been shortened and simplified; and, except in extraordinary cases, no more than 
three actions are taken in a given case. A program of accelerated handling of 
amended cases also has improved the productivity of this operation. Although 
new applications for registration of marks continue to be filed at a rate in excess 
of 20,000 per year, the effectiveness of the staff presently engaged has been so 
improved that it is considered adequate to deal with present and prospective 
workloads in an increasingly current manner. 

Legislation is currently pending in the Congress (H. R. 7416) to effect adjust- 
ments in a number of the fees which are established by statute for the filing of 
applications, issue of patents, and other services provided by the Patent Office. 
If enacted, such legislation would increase aggregate income from Patent Office 
fees by about 70 percent. Income from fees was $5,872,059 in fiscal 1955, and 
is estimated to be $6,400,000 in 1956 and $6,700,000 in 1957 under present fee 
rates. Amounts received by the Patent Office from fees are, of course, deposited 
to the credit of miscellaneous receipts of the Treasury as general fund revenue. 
Operating funds are provided only through appropriation by the Congress. 

The very high level of inventive activity over the past few years has been most 
encouraging from the standpoint of potential contribution to the growth and 
vigor of our free industrial economy. It has brought the workload of the Patent 
Office nearly to an all-time high, however, and made more urgent the need for 
the measures which have been undertaken and are further proposed to cope with 
this condition. Increased resources for the current fiscal year have enabled the 
Patent Office to halt the rapid rise in the backlog of patent applications pending 
disposal, which had increased by 40,000 in only 2 years. An appropriation of 
$17 million for fiscal 1957, as requested in the budget, will assure that the maxi- 
mum practicable effort can be employed during that year toward the objective 
of placing the work of the Office on a current basis and achieving earliest possible 
benefits of modernized aids to the search task involved in the examination process, 


Mr. Preston. If it will be agreeable to the committee, may I 
suggest that since the committee is generally familiar with the work of 
the Patent Office, that you deal more specifically with the proposition 
of the backlog and the utilization of the extra $2 million obtained in 
1956—the amount of it you have remaining—what success you had in 
employing examiners, and so on. 


REVIEW OF STAFFING PROGRAM 


Mr. Watson. At the hearing last year, the Patent Office presented 
an estimate of the number of examiners which it believed to be possible 
to obtain by the utmost activity of its Personnel Department during 
the year. ‘That estimate was based vpon our recruitment experiences 
in past years, and our general observation of the state of the labor 
market, particularly with respect to engineers. 

As we all know, engineers are in greater demand than any other 
college graduates and we do recruit directly from the colleges. 

It was our estimate at that time that we might, over the course of 
the fiscal year 1956, acquire the services of some 300 additional 
examiners. 

We have devoted ourselves to that effort, to the greatest of our 
ability, and have solicited and have obtained the aid of many outside 
of the Patent Office who are vitally concerned with the welfare of the 
patent system. The Patent Bar Associations and independent groups 
of all kinds have been most helpful to us. I have set forth our ex- 
periences on a chart, which I will submit, and which is indicated as 
chart No. 2 for the purpose of identification. 

Mr. Preston. That will be inserted in the record at this point. 

(Chart No. 2 is as follows:) 
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Mr. Watson. This gives you in precise form the success of our 
effort up until this time. 

The starting point of the significant curves is at the left hand 
margin, that is at the point marked zero. The legend immediately 
adjacent indicates that on July 1, 1955, we had a staff in the Patent 
Office of 640 examiner assistants and 33 classifiers. The heavy black 
horizontal line extending parallel to the bottom edge and running from 
the point marked zero, at one end of the sheet to the other, represents 
a constant examiner-classifier staff of that size. 

Beginning also at the zero point you will see extending upwardly 
and toward the right a second, somewhat lighter, solid black line 
which graphically illustrates our plan, then stated, to acquire exam- 
iner assistants during the course of the year. Starting also at the 
same point and inclining downwardly and to the right is a second 
solid black line indicating graphically our hope to add to the staff 
of classifiers. 

The chart also indicates our success, month by month, in acquiring 
examiner assistants. The green line indicates the total number of 
men whom we have recruited and who have joined the Patent 
Office staff. The upper red line indicates the number of net additions 
to the staff who are engaged in the examination effort and the lower 
red line indicates the number of men who remained in the classifica- 
tion staff, after taking into account the separations which have 
occurred. 

So that if you observe the relative positions of the ends of the two 
red lines, you will see that we have added above the black line, 104 
and below, 12, making a net addition to our staff of 116 as of this time. 


PERSONNEL TURNOVER 


Therefore we have fallen behind in our previously planned program 
to add examiners to our staff. Although we have recruited many 
more, our losses have been heavy. 

Mr. Preston. Mr. Commissioner, explain this to me. I don’t 
understand the green line. That represents the total number recruited, 
217, but you do not keep them all? 

Mr. Warson. No. ‘The difference between the green line and the 
two red lines represents losses. The green line, showing 217, repre- 
sents the total recruited. The two red lines show 104 as the net in- 
crease in men added to the group engaged in the examining operation 
and 12 as the net increase to the classification staff, after losses are 
taken into account. 

Mr. Preston. How did you lose those people? 

Mr. Watson. They resigned, principally. 

Mr. Preston. Out of the new group or some old ones, too? 

Mr. Warson. Some of the old ones, too. The total number 
separated includes some of those who had been recently hired, as well. 
as older men who retired or who left for other reasons. 
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We have taken into our employ, in the effort to build up our staff, 
a great many men of draft age, and they come and serve for a whils; 
then they are forced to leave. They are called by their draft boards. 
We also have taken into our employ, in the hope they would remain, 
a number of men who were not fully convinced in their own minds 
that the Patent Office provided a suitable career for themselves, and 
who have since left for other employment. 


RECRUITMENT OF COLLEGE GRADUATES 


We have issued many invitations to become members of our staff 
to eligible persons in this year’s graduating classes. If one-third of 
those to whom we have extended offers of employment do accept our 
invitations we will not only succeed in building our staff up to the 
goal of 300, which we had established, but will be somewhat ahead in 
the recruitment effort for the next year. Much depends upon the 
June acceptances. 

We have, for instance, issued 64 offers of employment to March 
graduates and 558 to June graduates. In addition, we are now send- 
ing out offers to 30 more, to soon make a grand total of 652 offers 
outstanding. 

If 1 out of 3 of those offers is accepted—we will, as a result, increase 
our staff by some 217 by the end of June, this added number of re- 
cruits would bring us well up above the fiscal year 1956 quota which 
we set for ourselves. Naturally, the difficulty has been great. As you 
know, the Government is not able to offer in money what industry is 
currently offering, and while we interview many, we obtain only ‘the 
services of those who come to the Patent Office for reasons other than 
the immediate salary which the Patent Office can offer. 

Nevertheless, we are not discouraged and as I have already said, 
I believe that we shall, by the end of June, be able to build up our 
staff so that we have not only received the number of men to augment 
the examining operation which we thought to be desirable, but also 
the number of classifiers. 


COMPARISON OF APPLICATIONS DISPOSED OF IN 1951 AND 1955 
FISCAL YEARS 


Mr. Roonry. Do you have chart No. 1 there? This is very much 
disturbing to me. I am particularly referring to the green line which 
means applications disposed of, and when I see the disparaging 
difference between the numbers in 1951 fiscal year and in the fiscal 


year last, closed, I am unable to understand it. 


Now, in order to help me to understand it, would you advise me if 
I am correct in saying that the same amount of appropriations were 
appropriated to the Patent Office in each of these fiscal years, to wit, 
1951 and 1955; $11% million. 

(The following chart was submitted later.) 
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Mr. Watson. Yes. 

Mr. Roonry. What was the number of applications disposed of 
as shown by this green line, in 1951 fiscal year? 

Mr. Watson. About 81 or 82 thousand. 

Mr. Rooney. And the number in the 1955 fiscal year? 

Mr. Watson. About 51 thousand. 

Mr. Rooney. That is very discouraging to me. 

Mr. Preston. Do you want to comment on it or leave it like it is? 

Mr. Watson. I would prefer not to leave it like it is. 

In 1951 there was a trained corps of 748 examiner assistants, who 
were disposing of applications at the rate of 109 applications per 
examiner per year. This disposal rate is shown by the thin black line 
which runs horizontally in broken fashion from left to right over 
the paper—— 

Mr. Rooney. Was the disposal rate more in 1955 than it was in 
1951? 


EXPLANATION OF REDUCTION OF DISPOSAL RATE 


Mr. Watson. It was much less, namely 84 applications per ex- 
aminer per year. 

Mr. Rooney. Thank you. 

Mr. Watson. In 1955, we had 610 examiner assistants, considerably 
fewer than we had in 1951. 

Furthermore, the reduced appropriation which we received in 1955, 
$11% million—as I recollect it—made it necessary, in order to not 
discharge 55 trained examiners, to reduce our disposal of cases. It 
was absolutely necessary for us to do this in order that money which 
would otherwise have been needed for the printing of patents could 
be used in the payment of salaries. 

We, in May of 1954, ordered a new procedure in our examination, 
commonly known in the Patent Office as Operation New Case. That 
procedure involved the examination of new applications to the exclu- 
sion of the examination of amended applications and which were 
moving well along toward allowance. 

The average cost for printing a patent, after allowance of an appli- 
cation is $45. 

The reduction in the appropriation to $11,500,000 made it necessary 
for us to save money which would normally be spent in printing and 
apply it to the payment of examiners’ salaries. The employment of 
some 55 experienced examiners was at stake and that is the reason 
why those disposals fell. We could not allow the disposals to con- 
tinue with the printing obligation which they create, and retain the 
corps at its then-full strength. 

Do I make that clear, Mr. Rooney? 

Mr. Rooney. It is a bit clearer but not satisfactory to me, repre- 
senting the taxpayers. 

Mr. Watson. Mr. Rooney, may I say that we had a heavy invest- 
ment, perhaps $5,000 of Government taxpayers money, invested in 
the training of each of the 55 examiners whose services we would 
have had to dispense with had it not been for the strategy which we 
adopted. 
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Mr. Preston. Which year was that? 

Mr. Watson. That New Case Operation was begun in May of 
1954 and was continued into January of 1955; so the small number of 
disposals in the fiscal year. 1955 was deliberate. The decrease was 
by deliberate design and not caused by any lack of attention on the 
part of the examining staff of the Patent Office to the functions which 
it is intended to perform. 


EIGHT-YEAR PLAN FOR REDUCTION OF BACKLOG 


Mr. Preston. Now, assuming that your recruitment moves along 
as planned, do you think it is going to take 8 years to put this backlog 
on a basis acceptable to you and acceptable to the businessmen of the 
country, as well as the patent attorneys who expressed so much 
interest in it? 

Mr. Watson. Mr. Chairman, the plan laid down on paper is very 
definitely an 8-year plan. Nevertheless, it can be changed if condi- 
tions warrant, to accomplish its objective in a fewer number of years. 
In laying down this plan we were influenced by a number of con- 
siderations. 

First, our ability to recruit the new men that would be necessary 
to bring this backlog down more rapidly. I believe that it was sug- 
gested by some member of this committee at the hearing last year 
that it could possibly be done in 2 years and we, I believe, made a 

‘alculation to see whether or not that would be possible. It spaamadl 
not to be feasible. We have not been able to recruit as rapidly as 
planned, as shown by chart No. 2, and have had quite some difficulty 
this year in obtaining examiner assistants. Next year is likely to 
present the same difficulties that we are experiencing this year unless, 
of course, there is some elevation in the Government base pay. 
Therefore we have not been overoptimistic in estimating the length of 
time it will take to build up the necessary staff and believe that it 
cannot be done in less time. However, as I have said before, I think 
that we shall be able to increase our staff by the total number con- 
templated during both this year and during the coming year, although 
not in accordance with the time schedules planned. 

We will then have, at the end of this 2 years’ effort, an examining 
staff of about 1,050 examiners. Consideration has to be given to 
space limitations as well as to recruitment difficulties, and to the 
estimated rate of receipt of applications, the rate of disposal, the 
ability of our experienced examiners to work overtime to compensate 
for the lack of experience of the recruits in maintaining a high disposal 
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rate for the corps as a whole, and all of these factors were weighed 
before we reached the conclusion that an 8-year plan was the 
most feasible. This plan was also so devised that when the main 
objective has been accomplished and the backlog begins to approach 
the desired ultimate size, we will not be forced to discharge from our 
employ skilled men. We have counted on attrition taking care of 
staff reduction as the program nears its end. So we believe that it 
is feasible. 

It is based on certain assumptions. It is based upon the assumption 
that 80,000 applications will be received each year and that during 
the 4 years of greatest activity some 100,000 applications will be 
disposed of each year, thus causing a decrease in the size of the back- 
log of 20,000 each year. It is based upon a disposal rate of 95 appli- 
cations per examiner each year and we intend to hold steady at that 
figure by the use of skilled examiners in our overtime effort. 

May I say that we have had between three and four hundred 
examiners working overtime for a considerable period and that the 
operation is a very successful one. The young man entering the 
employ of the Patent Office has to be educated. That takes time. 
There is no substitute for experience, and during his first year, his 
production rate is quite low. That is also true during his second 
year. As a matter of fact, the patent examiner does not reach the 
full point of efficiency or his maximum capacity to produce work 
until he has been in the Patent Office for 8 years. So we are allowing 
those examiners who are most skilled, to the extent of some three 
or four hundred, to work on Saturdays and they have been doing so. 


USE OF 1956 FUNDS FOR EMPLOYMENT OF ADMINISTRATIVE AND CLERICAL 
PERSONNEL 


Mr. Preston. Mr. Commissioner, your chart that vou have shown 
us reveals the number you have employed so far out of funds appro- 
priated for fiscal 1956. That is examiners. How many administra- 
tive and clerical people have you employed in this period of time out 
of that appropriation? 

Mr. Watson. We have employed administrative and clerical per- 
sonnel and I will show to you another chart in which that is disclosed. 
Now this chart is identified as No. 3. 

Mr. Preston. That will be inserted in the record. 

(Chart No: 3 is as follows:) 





84 


Mr. Watson. And again, we have a line of expectations which is a 
solid black line, showing the number of examiners we hope to employ 
and a lower solid black line indicating the number of all other em- 
ployees we hope to employ. The green (broken) line indicates the 
total number whom we have actually employed, without regard to 
separations, and the red (dotted) line indicates those which remain, 
after separations are taken into account. So to answer more specif- 
ically your question, we have during this fiscal year employed a total 
of 869 clerical and administrative persons beginning, however, at the 
figure 774 as of July 1, 1955; but the number remaining is below the 
number which we would prefer to have as members of our staff at 
this time. 

Mr. Preston. In other words, you employed 95 administrative 
people? That is the difference? 

Mr. Watson. That is right. 

Mr. Preston. 217 examiners? 

Mr. Watson. Yes. But we have not retained them all. 

Mr. Preston. You have not retained that many? You retained 
116 new ones? 

Mr. Watson. That is right. 


COMPARATIVE SIZE OF EXAMINER AND ADMINISTRATIVE AND CLERICAL 
STAFFS 


Mr. Preston. What is your normal ratio of administrative and 
clerical people to each examiner? 

Mr. Watson. Do you have that figure, Mr. Ellis? 

Mr. Exuis. For efficient support of the added examiners, so they 


don’t have to spend their technical time on clerical work, it runs about 
1 clerical employee to 3 examiners. 

Mr. Preston. You move right along on administrative and clerical 
people because you hired almost as many clericals as you have 
examiners. 

Mr. Exuis. Mr. Chairman, may I make a comment? On the 
point you just raised, the net number added since July 1 in examiners 
is a difference between 838 and 954, which is a net increase of 116 
after separations are taken into account. On the nonexamining or 
clerical side, the difference is between 774 at the beginning of the 
fiscal year, and 783, as of the end of February, who are remaining 
after separations are taken into account, or a net increase of 9. I 
wonder if that won’t clarify the relationship for you. 
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Mr. Preston. It does to that point. 783 is the figure to use instead 
of 869. 

Your figure of 1 clerical to 3 technical employees does not stack up 
with the figures on page 903, where you show an average for 1956 of 
examiners and technical people of 1,020 while you show 820 adminis- 
trative and clerical people. That is no 3 to 1 ratio. 

Mr. Exuis. May I comment on that? 

Mr. Preston. Yes, sir. 

Mr. Exuts. In terms of the additions and contractions which relate 
directly to this examiner staff, the 1 clerical per 3 examiners is a proper 
relation. In the total staff in the Patent Office, however, we have the 
functions of providing copies, preparing material for printing, assign- 
ments 

Mr. Tuomas. He was not asking you if it was all confined to secre- 
tarial jobs. He is asking you the general overall clerical setup to 
your patent setup. 

Mr. Preston. That is what I expected to get. I did not mean it 
was in reference to the people. 

Mr. Euuis. I am sorry. The answer then would be a little less 
than 50 percent administrative and clerical and a little over 50 percent 
are the examiner personnel, over all. The ratio is about 45 to 55, 
respectively. 


PERSONNEL REPORT OF EMPLOYMENT AS OF MARCH 1, 1956 


Mr. Watson. I might make of record a statement of the personnel 
employed in the United States Patent Office as of March 1 and in 
which the figures which you are mainly interested are set forth. 


Our Office of Administration, all of which is clerical and adminis- 
trative help, has 422 employees as of March 1. The total number of 
employees in the Patent Office as of March 1 was 1,737 and in the 
patent and trademark examining operation, which includes some 45 
trademark examiners and 50 trademark clerical and administrative 
employees, the total is 1,250, of which 929 are examiners and 321 are 
clerical and administrative employees. Overall, our total shows 954 
examiners of all types and 783 other employees. 

Mr. Preston. May I see that, Mr. Commissioner? 

Mr. Watson. Certainly. 

Mr. Preston. Do you have a copy of this? 

Mr. Watson. Yes, sir. 

Mr. Preston. We will insert that statement in the record at this 
point. 
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(The statement referred to is as follows:) 
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Mr. Preston. That shows the employment as of March 1. 


STATUS OF 1956 APPROPRIATION FUNDS 


Now, Mr. Commissioner, what is your unobligated balance as of 
March 1? 

Mr. Watson. Mr. Ellis? 

Mr. Euuis. As of March 1, the unobligated balance was $4,770,000, 
of the $14 million already appropriated. 

Mr. Preston. How much of that do you expect to obligate by the 
end of the fiscal year? 

Mr. Exuis. We expect to obligate all of that and a supplemental 
sum of $500,000 for the amount of the 7% percent pay increase granted 
last year, that we were unable to pay for otherwise. 

Mr. Preston. You are saying that on the assumption you are 
going to be able to recruit all the people you plan? 

Mr. Exuts. That anticipates we would have paid or absorbed about 
$300,000 of the cost of the pay increase. The original plan is based 
on the figure $14,795,000. That has been revised to $14,500,000 to 
take into account the lags that have developed in this recruiting. 


COLLECTION OF FEES 


Mr. Preston. On what page do we find some information con- 
cerning the amount of fees you collect, Mr. Commissioner? 

Mr. Watson. There is a passage in the statement. 

Mr. Exuis. It is in the committee print and in the Commissioner’s 
general statement. 

Mr. Watson. It is $6.4 million in 1956 and $6.7 million in 1957. 

Mr. Preston. If legislation is passed? 


PROPOSED LEGISLATION ON INCREASE OF FEES 


Mr. Watson. Under the existing legislation. The proposed legis- 
lation purports to increase the income in the amount of $4 million, if 
the bill is passed in the form in which it was originally presented; it 
is my understanding, however, that a committee amendment will 
be made which will reduce the prospective income in the order of 
$1 million, making a net increase of about $3 million. 

Mr. Preston. That bill has a long way to go yet, before it becomes 
law. I for one, am not in favor of it. This trend of making the 
United States Government and all of its subagencies self-supporting 
is something that I don’t agree with. Some of them should be but 
the Government should furnish some services without making the 
people pay for them. 

Mr. WiuuraMs. There should be consideration for the change of 
price level since the raise in 1932. 

Mr. Preston. I just know this, Mr. Secretary. When an indi- 
vidual wants a patent—a small person, not General Electric or West- 
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inghouse or Dupont or some of those people who are not so concerned 
about fees—but an individual of ordinary means, when he starts out 
to procure a patent and pays the high fees charged by lawyers, plus 
his patent fees, he is hit pretty heavy before he ever gets his patent, 
and many of them are not able to stand it. They have to divide 
their patent with someone to get the money to pay the fees to the 
attorneys and the Patent Office, and I just don’t think it is in the 
interest of the small fellow lacking resources and funds; but yet, 
having something patentable which might be most worthwhile, that 
it would be proper to increase the cost that he already has to pay. 
That is just my personal opinion. Some of my colleagues differ with me. 

Mr. WiiutiaMs. I am thoroughly in accord with the idea the figure 
should not be excessive. On the other hand, the little fellow, not 
too long before the last change in rates, was paying two bits for a hair 
cut and he is now paying $1.50. 

Mr. Preston. He can only get a haircut once a month now. He 
used to get it twice a month. 


QUALIFICATIONS ESTABLISHED FOR PATENT EXAMINERS 


Mr. Preston. Do you anticipate, Mr. Commissioner, that you will 
have to make any change in the qualifications that you have estab- 
lished for the patent examiners if you are able to recruit as you have 
planned, and I mean by that, you are now seeking a combination of 
lawyer and engineer. 

Mr. Watson. No. We speak only of engineers at that level. We 
have been permitted by the Civil Service Commission to recruit 
examiners without examining them as we were forced to do formerly. 
We have secured from the Civil Service Commission the right to 
consider the background of the applicant and his technical education, 
in a number of different respects, so that we have the right to employ 
persons whom we believe will become good examiners, despite the 
fact they do not have degrees to their credit, which are those which 
we would prefer to have. 

If they have a certain background in physics and chemistry and 
engineering subjects, we can combine them and we have a considerable 
leeway and we do not believe that the requirements need to be any 
lower. I would not think that we should lower them below the stand- 
ard which we are now permitted to employ. 

Mr. Preston. You are hopeful of maintaining your goal, as estab- 
lished? 

Mr. Watson. We are. 


PRINTING AND REPRODUCTION 


Mr. Preston. Mr. Commissioner, you are asking for an increase 
of $415,000 under the category of printing and reproduction. Explain 
briefly why this increase is existing. 
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Mr. Watson. Whenever there is an increase in examining activity, 
such as contemplated in this plan of ours, there will be an increased 
number of allowances of patent applications and that in turn entails 
an increased number of patents and increased expense in printing. 
During the coming year we will probably cause to be printed some 
53,000 patents. The cost of printing of patents is around $45 a patent. 
So that the printing costs go up and down with the examining activi- 
ties, and ordinarily, about 18 to 20 percent of the cost of operations 
in the Patent Office is a printing expense. 

Mr. Preston. Does this figure have anything to do with the fact 
you used some of your printing and reproduction money in 1955 to 
retain the 1955 examiners that you referred to? 

Mr. Watson. Yes. To every action there is a reaction. The 
patents which were not printed at that time must someday be printed 
and must be paid for. So that we will realize an increased printing 
expense because of the deferment of the printing item from that year 
until this, and the next year. 

Mr. Preston. Mr. Thomas? 

Mr. Tuomas. No questions. 

Mr. Preston. Mr. Rooney, do you have any questions at this 
time? 

Mr. Rooney. No further questions. 

Mr. Preston. Mr. Clevenger? 

Mr. CLevenGER. I believe not. 

Mr. Preston. Mr. Bow? 

Mr. Bow. No questions. 

Mr. Horan. No questions. 

Mr. Preston. Thank you, gentlemen. 


Turespay, Marca 20, 1956. 


NATIONAL BUREAU OF STANDARDS 
WITNESSES 


DR. A. V. ASTIN, DIRECTOR, NATIONAL BUREAU OF STANDARDS 
W. W. BOLTON, BUDGET OFFICER 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The committee will come to order. We will take 
up next the Bureau of Standards. 


We will first have a general statement from the director and then 
we will take up separately the 3 subdivisions of the Bureau of Stand- 
ards, 1 at a time. 

Dr. Astin. Yes, sir. 

Mr. Preston. We will insert in the record at this point, page 1104 
of the justifications. 

(Page 1104 of the justifications is as follows:) 
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Summary of Budget Estimates Fiscal Year 1957 
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Program total 230, 000 | 341 500, 000 270, 000 
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1 Since all positions are charged to the Bureau’s working capital fund, employment as of a given date and 
positions cannot be identified by supporting appropriations. The data on average number of positions 
represents the portion of total employment applicable to each appropriation. 


Mr. Preston. This item is found on page 128 of the committee 
print and 1102 of the justification. Doctor, you may proceed with 
your general statement. 

Dr. Astin. Yes, sir. I have a prepared statement relating spe- 
cifically to the increases and the general need for them, but I would 
like to supplement this prepared statement, if I may, with a general 
discussion of the relationship of the program of the National Bureau of 
Standards to technological progress. 

Mr. Preston. Very well. Your statement will be inserted in the 
record at this point. 

(The statement above referred to is as follows:) 


SraTeEMENT By A. VY. Astrn, Director, NBS 


For the past several years, I have been pointing out some of the critical de- 
ficiencies in the basic programs of the National Bureau of Standards. These 
deficiencies now are all the more serious because they become progressively worse 
for each year that we put off their correction. This Nation is faced by a con- 
tinuous challenge to provide for an expanding technical economy and to see that 
American science develops. The National Bureau of Standards has a vital role to 
play in meeting this challenge. The demand and the need for our services. have 
grown greatly.. We are-now at the stage where many of these needed services 
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cannot be provided, where new standards of physical measurement are required, 
and where improved instrumentation and methods of measurement are urgently 
sought. 

It is the goal of this- present budget request to make an important step toward 
overcoming these deficiencies. This budget seeks to strengthen the basic scientific 
programs of the Bureau, to provide for greater technical balance, to increase the 
level of basic research consistent with national research policy, and to expand 
certain selected urgent technical activities. 

To achieve technical balance, we seek greater support for the basic and assigned 
responsibilities of the National Bureau of Standards. We have been chartered by 
the Congress with the important functions of providing Government, science, and 
industry with the most up-to-date standards of physical measurement. This is 
a broad responsibility. It encompasses a wide range of scientific and technical 
activity. It includes hundreds of standards in many scientific and industrial fields. 
And it includes a responsibility to provide the latest in techniques and instruments 
for applying these standards. 

To provide these increased ‘“‘standards’”’ services, we are asking for a higher 
level of basic research activities. This request is consistent with the urging of the 
Nation’s scientific leaders and with the advice given to us by representatives of 
professional scientific organizations and by members of industrial groups who 
serve on our advisory panels and committees. It is recognized that basic research 
should not, and in fact cannot, be neglected if we are to have a strong scientific 
chain of activities leading from research to the application of effective standards. 
Basic research, applied to the problem of new standards, is a fundamental step. 
It does three things for our scientific programs: (1) it provides new information 
which opens the way to new and better standards; (2) it leads to the most efficient 
and economical approaches to the solution of technical problems encountered in 
the development of standards; and (3) it enables us to maintain a staff of competent 
and imaginative scientific personnei. 

To emphasize further the need for increased support of the basic activities of 
the Bureau, we have been actively encouraging adjustments in our scientific 
programs. In addition to requesting increased funding for our basic programs, 
we have been exercising greater selectivity in the acceptance of requests for work 
from other agencies. Criteria for the selection of new projects include the rela- 
tionship of the work to the basic functions of NBS and the promise of the project 
to produce results of general value to science. We also give preference to those 
projects which cannot be done as effectively elsewhere and which do not require 
large changes in our staff. This selectivity is slowly enabling us to concentrate 
more and more on our basic program. We would expect that as funds were pro- 
vided for our basic programs, that we would shift more of our present staff into 
these activities. 

If the funds were granted in this present budget request, we would expect to 
strengthen our most urgent programs first. Most of the requested increase 
would be allocated to research activities in the following fields: electricity and 
electronics; optics and metrology; heat and power, atomic and radiation physics; 
chemistry; mineral products; mechanics; radio propagation physics; radio propa- 
gation engineering; and radio standards. In each of these areas, there is need 
for additional effort to develop new standards and to raise the level of research 
which is undertaken. In each of these areas, there is a need to keep up with ex- 
panding requirements of science and industry. In electronics, for example, there 
is the need to develop a comprehensive research and information program related 
to the standardization of electronic instruments and preferred circuits. In 
metrology, there is a need for greater precision in our gage ana screw thread stand- 
ards. In the field of temperature, there is a critical requirement for temperature 
scales and standards at both the very high and the very low temperatures. In 
radiation physics, there is a pressing need for more accurate reference standards 
for measuring the properties of the elementary particles produced in nuclear and 
atomic reactions. There is also the essential requirement to develop standards 
for radiation protection; this must be done in advance of the utilization of peace- 
time atomic power. In chemistry, basic studies are needed on the mechanisms and 
the properties of new organic and inorganic compounds. In the field of mineral 
products, extensive research is needed to develop standards and to understand 
the properties of materi2ls, especially ceramic, which can withstand the tempera- 
tures encountered in atomic and jet engines. In mechanics, new standards of 
viscosity are needed, and further refinement of the critical constant of the accelera- 
tion of gravity must be undertaken; this latter project is part of an international 





program. In radio propagation physics we must continue our studies of radio 
propagation, emphasizing especially the radically new techniques which have 
recently been discovered by Bureau scientists and others. In radio propaga- 
tion engineering, we must develop new or better instruments in order to increase 
our understanding of the phenomena which interfere with radio transmission. 
In the field of radio standards, there is an especial need for new standards in the 
high-frequency and microwave range which could be used by the rapidly growing 
electronics, radio, and television industries. ; 

Fach of the problems mentioned above is a scientifically complex one. They 
require a wide range of technical effort for their solution. They serve to illustrate, 
I believe, the broad scope of Bureau responsibility and the enlarged amount of 
research activity which is required of the Bureau. Some of these fields have 
suffered from neglect; that is, there just isn’t enough research being undertaken in 
these fields. In these cases, developments have exceeded the standards needed. 
This is a dangerous situation. It means that further development is hampered 
and that future work may be wasteful or chaotic. In other fields, work is needed 
to open up new possibilities. In the field of electronics, for example, there is a 
need for standards work related to new devices such as transistors. 

The critical deficiencies of which I speak are very real. They must be overcome 
as rapidly as possible. Industry is now calling upon us for standards of greater 
precision than are now available. The roller bearing industry, for example, is 
asking for standards of length measurement which are ten times greater than the 
accuracies now available. Science and scientists are asking for standards in the 
frontier fields which are now of current research interest. In low temperature 
physics, for example, the lack of adequate temperature standards, close to abso- 
lute zero, has resulted in scientific data which are confusing and which, in turn, 
has caused scientists to spend much of their productive time unraveling the con- 
fusion rather than extending the uses of low temperature tools. 

The importance of the Bureau’s work is sometimes underestimated. It is 
recognized however by most of the scientific organizations. This fact is borne out 
by the numerous requests for our services by these professional groups and by 
numerous scientific awards made annually to members of our staff. It is borne 
out furthermore by the fact that scientists of the Bureau serve on hundreds of 
scientific committees, local, national, and international. Our work is also recog- 
nized by industrial organizations. Again we know this from the numerous 
requests for our services and from the number of times we are asked to advise on 
technical matters. 

I know that vou, as well as other Members of Congress, are aware of the impor- 
tance of research in the fields of standards to the national welfare and economy and 
that the work which is being left undone must be undertaken as soon as possible 
if we are to fulfill the responsibilities assigned to us by the Congress. This leads 
me to hope that our request for additional support will meet with your full 
endorsement and approval. 

Dr. Astin. I think most of us are now convinced of the importance 
of the scientific and technological effort to our national welfare—not 
only to the national welfare but to the stability and growth of our 
economy. Statements by various leaders and policy forming groups 
have emphasized the importance of this relationship, and the need for 
increased work in science. The President in his budget message made 
reference to it. The Commission on the Reorganization of the 
Executive Branch of the Government, the Hoover Commission, made 
reference to this relationship. The National Science Foundation, 
which agency has a responsibility for developing national science 
policies, has also emphasized the importance of scientific effort to 
our national life. 


RELATIONSHIP OF NATIONAL BUREAU OF STANDARDS TO SCIENCE AND 
TECHNOLOGY 


The National Bureau of Standards has a direct relationship to 
scientific and technological development. This comes from our 
statutory functions which, first of all, include the development of the 
standards for physical measurement and the determination of proper- 
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ties of materials, which is important to science and technology, the 
development of standard test methods, work on the development of 
specifications, and scientific and technical advisory services to other 
Government agencies, and specific development work for other Gov- 
ernment agencies. 

By and large, these functions can be summarized as service to 
science and technology and to other agencies of the Federal 
Government. 

I would like to discuss some of our relationships to these three 
groups, briefly: First, to technology then to science, and then to other 
Government agencies. 

Various studies have pointed out the phenomenal growth and the 
productivity of American industry. Over the past 50 years, this has 
been around 2 percent per year, and over the last several years, 
studies have shown the produce tivity increasing at the rate of about 
3 percent per year. This increase in productivity resis primarily on 
scientific and technological effort for the development of new products 
and materials and for the development of more efficient ways of 
making products. 

The service of the National Bureau of Standards to technology 
relates to the standards of physical measurement and standard 
methods for evaluating materials and products. By and large, our 
industrial growth has become more efficient as we have become be ‘titer 
able to measure and to control the properties of goods produced. 
Our mass production industry, for example, rests basically on inter- 
changeable parts, and parts cannot be interchanged unless one can 
measure and control the properties of these parts and have standards 
to which these measurements can be referred. The production of these 
standards, of course, is the function of the National Bureau of 
Standards. 

The interchangeability of parts in our economy is more than just 
the interchangeability of parts on the assembly line. To a large 
extent our economy rests on the variety of specialized components 
and parts which are manufactured, and each of these components, or 
subassemblies, has to be built according to certain specific physical 
characteristics. There have to be tools and instruments to measure 
these characteristics and to control them in order to assure inter- 
changeability. There have to be reference standards for the measure- 
ments in order that the interchange of these widths can take place 
effectively. The provision of these standards is the responsibility of 
the National Bureau of Standards. 

I mentioned earlier that our productivity increase has gone along 
to an appreciable extent with our increased ability to measure and 
control these physical characteristics more precisely. This presents 
a continual problem in the National Bureau of Standards of refining 
our standards for measurement, because a standard is not really a 
standard unless the standard is more accurate than are any of the 
measurements which depend upon the standard. 


SERVICES FOR INDUSTRY 


The extent of our services to modern industry can be shown, | 
think, by listing the number of industrial organizations which, dur- 
ing fiscal year 1955, came to the National Bureau of Standards for 
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assistance. On page 1112 of the justification is a list of some of the 
major industry groups which have made requests of the National 
Bureau of Standards, for the fiscal year 1955, for scientific and tech- 
nological services. There are over 2,500 individual companies that 
have made such requests during that vear. Some of these are 
arranged on this page in the order of industry classification. 


NUMBER OF COMPANIES BY CLASS REQUESTING SERVICES 


For example, 288 firms in the drug group made a request to the 
Bureau; 290 in the instrument and equipment group; 286 in the iron 
and steel area; optical glass, 45; transportation 31; and so on. 

Mr. Preston. Let’s insert that in the record at this point. 

Dr. Astin. Yes, sir. 

(Page 1112 of the justification is as follows:) 


During fiscal year 1955, the Bureau carried out more than 80,000 individual 
tests and calibrations for industry and the public. In that same period, more 
than 29,000 standard samples were distributed to industrial organizations and 
research laboratories. These services were performed for large and small indus- 
trial organizations in all of the major industries of the Nation. The following 
table presents a partial list of industrial fields which received direct services from 
NBS during fiscal year 1955: 


Number of companies by class requesting NBS services in fiscal year 19565 
Number Number 
Classification of — Classification of | 

companies compantes 

Aircraft : 76 | Municipalities and States___ t 33 
Automobile___-- 61 | Oil and petroleum___-_- : 70 
Cement ee ce Optical and glass_______-_ 45 
Chemicals and drugs eine catia in ee lpeleapae 67 
Communications Photographie products 23 
Construction materials_ Research and engineering___ 196 
Farm machinery Rubber and tire___-_-_-_-_- ; 27 
Foods Seales and weights 13 
Hospitals : Textiles Se eae : 56 
Instruments and equipment 290 | Tools and dies _ _ _- ! : 23 
Iron and steel___ i 286 | Transportation________ Tome 31 
Locomotive 8 | Universities and schools i 117 
Machinery nom lemh 235 | Utilities and power ----- 65 
Medical and dental_______-_---- 22 | Other industries___ Sethe ts 125 
Metals é as : : 201 | 
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Dr. Astin. I think it demonstrates quite specifically the extent of 
our relationship to industry. 


GEOGRAPHICAL BREAKDOWN OF ORGANIZATIONS REQUESTING SERVICES 


Mr. Prestion. We will also insert page 1113, which gives the 
geographical breakdown. 
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(Page 1113 of the justification is as follows:) 


These services were performed for industries throughout the country. The 
following table gives the geographical distribution of the more than 2,780 indus- 
trial and other organizations which requested Bureau services during fiscal year 
1955: 


Geographical distribution of industrial organizations requesting Bureau services in 
fiscal year 19565 
Number Number 
of com- of com- 
State panies State panies 
Alabama---.----- and oe , 44 | New Hampshire__- 
Arizona 4! New Jersey__--- 
New Mexico_-_ 
New York 
North Carolina 
Ohio.ce. 
Oklahoma 
Oregon_ Se 
Pennsylvania _ _- 
Idaho Rhode Island 
[llinois__ __ bre: og nd Be South Carolina 
a Bo ats ee South Dakota 
Iowa eles le a ae : Tennessee 
Kansas oe ; ; ; Texas_ 
Kentucky Utah 
Louisiana Vermont 
Maine Virginia__ 
Maryland Washineton 
Massachusetts - West Virginia 
Michigan_-_-_-__-_--_- Wisconsin 
Minnesota____-_ __ 
Mississippi 
Missouri _ _ __ 
Montana___. 
Nebraska 
Nevada 
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Connecticut _ . 
Delaware__ 
Florida___ 
Georgia 
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Wyoming -_-_-_- this 
District of Columbia__- 
7) OS Saar 
Hawaii : 

Puerto Rico- 
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SERVICES FOR SCIENCE 


Dr. Astin. Science depends primarily on observation and experi- 
mentation for its advancement, and for observation and experimenta- 
tion, measurement is the indispensible tool. It has been often stated 
by scientists that there can be no real progress in science until one 
can make observations and reduce these observations to numbers. 
The numbers have no meaning from one laboratory to another— 
from one scientist to another—unless there is a standard to which 
these numbers can be referred. Thus, in science, one can say the 
standard for measurement is essential to the interchangeability of 
knowledge, as the standards are essential in industry for the inter- 
changeability of parts. 

I can give two different types of examples. One relating specifically 
to standards and one to properties of materials which have the effect 
of providing secondary standards. 


75136—_56——-7 
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One of the most active and exciting fields in modern science is the 
study of the properties of materials at extremely low temperatures, 
near absolute zero. In order that the results of observations which 
are made on the properties of materials in this very low temperature 
range can be truly interchanged, can be relied upon by one scientist 
and another, it is necessary that there be an accurate temperature 
scale to provide a reference basis for all of the observations which 
are made at low temperature. At the present time, our temperature 
scale near absolute zero is not very well defined, and there has been 
considerable confusion and ambiguity of results because of the inad- 
equacy of our temperature scale. This ambiguity could be straight- 
ened out to an appreciable extent if we knew our temperature scale 
more precisely. 

Another area where we have a current demand is in the determina- 
tion of one of the more important physical constants. Namely, the 
acceleration of gravity. This constant is involved in relating our mass 
standard to the force standard and, in turn, to extending our standard 
measuring techniques to determine the fundamental properties of the 
atom and the atomic nucleus. It is necessary to know the properties 
of these elementary particles, which make up the nucleus of the 
atom, to a high degree of precision if we are to have a greater under- 
standing of the basic physical phenomena involved in nuclear reaction. 

One stumbling block, at the present time, in extending the needed 
precision for some of these determinations on the properties of 
elementary particles is the precision by which we can describe the 
acceleration of gravity. For this reason, we are now undertaking a 
new determination of this important constant. Furthermore, this is 
a part of an international effort to arrive at a new value. This effort 
was urged at a meeting on weights and measures in Paris about a 
year and a half ago. The request of these committees was that the 
major national laboratories all participate in a redetermination of 
this constant in order that we can get international acceptance of a 
new value. International acceptance is important because the inter- 
change of basic scientific information is international in its aspect, 
in order that one nation’s scientist can build on the results of another 
nation’s scientist. These basic, physical constants must be known 
and accepted to a high degree of precision by all of the scientists 
throughout the world. 


NBS SERVICES FOR OTHER GOVERNMENT AGENCIES 


Now, as to our relationship to other Government agencies, perhaps 
the best way to demonstrate this is to say that, at the present time, 
approximately two-thirds of our programs are jobs for other agencies 
of the Government. This has come about to a large extent because of 
the increase in the importance of technology, both for military and 
civilian operations. This increased need for technological assistance 
in developing materials and devices which the Government needs and 
for technical means for solving office management problems can be 
considerably aided by modern technology. Our charter authorizes 
us to provide this technical assistance to other Government agencies, 
and there is a continuing demand for that service. 
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Our competence to provide that service depends, primarily, on our 
competence in the basic sciences related to measurement and stand- 
ards. This competence we derive from our basic program. 


INCREASING THE EFFECTIVENESS OF SCIENTISTS AND ENGINEERS 


There has been reported in the press a lot of discussion among 
scientists in recent months about the shortage of scientists and 
engineers in this country. A great many people are giving consider- 
able thought and effort to what we should do about this problem of 
the shortage of scientists and engineers. The National Bureau of 
Standards, of course, has no direct responsibility for this problem. 
The development of greater numbers is a training problem. This is 
out of our area, but many members of our staff as individuals are 
keenly aware of this problem and are devoting some of their private 
efforts to doing something about it. But this shortage problem 
does affect us directly, and I think it is directly related to our budget 
request. This comes about in this way. 

We are a service agency. We provide the scientists and engineers 
with measurement techniques; with precise determinations on the 
properties of materials; and with standards for measurement, all 
of which are essential to the efficient prosecution of science in this 
country. Thus, if we are concerned with utilizing what scientific 
and technological resources we have, at a high degree of efficiency, 
then it seems to me that it is imperative that the services which the 
scientists and engineers expect from the National Bureau of Stand- 
ards should be efficiently and effectively provided. 


A BALANCED PROGRAM AS A MAJOR OBJECTIVE 


The NBS overall program is aimed at certain general objectives 
We are attempting to secure better balance in our program and by 
balance, I mean a balance in two directions. 

One, we feel that our basic program—that is, the program which 
is provided for in our direct appropriation—should be larger than the 
present percentage of our total effort. At the present time, as | 
indicated earlier, about two-thirds of our effort is for other Govera- 
ment agencies; one-third is in our basic program. It is my feeling 
that our general competence will be increased—our competence to 
provide services to other agencies in the Government; our competence 
to provide services to scientists and engineers—if we were able to 
direct a greater percentage of our effort to our basic program, in 
fulfillment of our basic statutory functions. 

Furthermore, our competence to provide these standards for 
physical measurement, to provide precise determinations of important 
properties and materials, depends upon the competence of the staff 
in the area of basic research. 

Since research comes about primarily through observation and 
experimentation involving measurement, one can do a better job in 
the measurement and standards field if one is continually abreast of 
research at the frontiers of science. This means that we must have a 
strong basic research program, attempting to extend the frontiers of 
science itself. If we have this competence, then.we can do a much 
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better job in providing the standards which the scientists and engi- 
neers need. So we are striving to achieve balance in these directions: 
to have our total basic programs stronger, and in our basic program, 
to have a greater percentage of our activity on basic research. 

This is all I wish to say in the general statement. Now I will talk 
to the specific appropriations. 

Mr. Preston. Before we get to the breakdown, I would like to ask 
this question. You stated about two-thirds of your effort is for other 
Government agencies and one-third is for your basic program. 

Dr. Astin. Yes, sir. 

Mr. Preston. How do you manage to maintain a staff of scientists 
and people flexible enough to anticipate what your workload will be 
for other agencies of the Government, on transferred funds? 


PROGRAM STABILITY 


Dr. Astin. Many of our transferred funds programs are of a con- 
tinuing nature. This is helpful, but, on the other hand, there are a 
substantial number of these programs that terminate, and then we 
have surplus staff. On the other hand, new requests come in, and 
by this means, we are able to keep some sort of stability in the pro- 
cram. However, the fact that two-thirds of the program is of this 
nature does lead to a considerable instability, at least from the 
psychological point of view, among the staff and this is one of the 
reasons why I would hope that we can increase the ratio of our direct 
support to transferred funds, because this will give greater stability. 

Mr. Preston. Is it your opimion that in the past, because of the 
situation, you have been forced to neglect the basic program in favor 
of the work for other Government agencies? 

Dr. Astin. I would not say we have been forced to neglect it 
because we make maximum utilization of the funds in our direct 
appropriation, which are specific for that basic program. 

Mr. Preston. It is your opinion you have not enough for your 
basic program? 

Dr. Astin. Yes, sir. 

Mr. Preston. Of course, the basic program is the justification for 
your existence? 

Dr. Astin. That is right. Our basic program, related to the 
standards of physical measurement, is the unique justification of the 
Bureau of Standards. We have to do research to maintain that 
existence but we have, as a Federal agency, no unique justification for 
doing research and development. Our unique justification is in this 
area of standards, and this gives us certain unusual competence to do 
other jobs but we exist because there is need for a national laboratory 
which provides standards. 


GROWTH OF BUREAU 


Mr. Preston. When was your Bureau first established? 

Dr. Astin. 1901. 

Mr. Preston. It was never anticipated at that time we would be 
engaged in scientific endeavors which we are engaged in today. 

Dr. Astin. It isa curious thing. When the Bureau was established 
we had only 2 standards for physical measurement: a meter bar and 
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akilozgram. There were at that time, immediate needs for.developing 
our electrical and temperature standards, and this is what the staff 
started on. There has been a tremendous growth in industry, 
necessitating new measurements and standards. 

Mr. Preston. How long after the Bureau was established did these 
new measurements become established? 

Dr. Astin. There has been a continual and gradual growth. 
Actually the work on the basic electrical standards took about 47 
years before it reached the goal which was set in 1901, and this was 
the establishment of what are called the absolute electrical standards. 
These are standards for electrical measurements which are based 
directly on the 3 primary standards of mass, length, and time. 

These standards had to be brought about through international 
agreement, and we would probably ‘have reached this about 1940 if 
the war had not postponed it a few years; but we did succeed in getting 
the international agreement in 1948, and this was embodied into a law 
passed by Congress, making these our basic standards. This was a 
long and painstaking operation, involving not only work by ourselves, 
but work by other national laboratories. 


TRANSFERRED FUND PROGRAM 


Mr. Preston. Doctor, can you give us at this time, the amount of 
transfer funds you have obtained so far in fiscal ’56? 

Dr. Astin. Approximately $13,400,000 is our estimate for this year. 
I have here an exhibit which relates the transferred fund program 
indicating the sources. 

Dr. Preston. I think we ought to insert that in the record at this 
point. 

(The exhibit referred to above is as follows:) 


Working pape fanaa ummary of soeigatione by agency support 


| Fiscal year 1955 | Fiscal year 1956! Fiscal year 1957 


National Bureau of Standards: 

Expenses. _ -- i a wee $6, 035, 800 $7, 413, 500 | $9, 000, 000 
Plant and equipment.- senteendied | 234, 600 | 995, 000 | 500, 000 
Construction of laboratories__..-.....__- es 305, 000 | 78, 600 | Zs 
eee ge ree ree areca eee | 2, 000 


8, 487, 100 | 12, 000, 000 

Department of Defense: 
Army Siete = 3, 300, 000 | 3, 100, 000 | 3, 100, 000 
op Sao oe os aoa ‘ Soa aea 3, 620, 000 3, 600, 000 | 3, 200, 000 
Air Force. .---- bvtdatakevads< hwihcen 3, 453, 000 | 3, 896, 200 | 3, 586, 900 
Atomic Energy C ‘Commission. lies seilinpaiiaads tani wh ae 1, 555, 000 | 1, 30€, 000 | 1, 100, 000 
Gener. .224554<- Piano eae ie 1, 483, 100 1, 500, 000 1, 500, 000 


BUTE 25455 detewuscnweskisaknat mille Sie ieee _1, Ail, 100 | 13, 396, 200 12, 486, 900 


Grand total__.-.--..-- iinneetueatouadadepales I ~ 19, 986, 500 | ~ 21, 883, 300 24, 486, 900 


Mr. Horan. Could I ask a question, Mr. Chairman? 

Mr. Preston. Yes, Mr. Horan. 

Mr. Horan. I have a friend who worked for the Bureau of Standards. 
I believe he has been there about 30 years. I don’t think he has ever 
been paid out of the direct appropriation. 

Dr. Astin. This is quite possible. 
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Mr. Horan. What arrangement do you have for your men who are 
aid on transfer. Do you have a working agreement with them? 
Vhat assurance do they have? 


STAFF STABILITY 


Dr. Astin. The men working on the transferred fund programs have 
the same tenure rights as any other member of the staff, and if a pro- 
gram on which they are working terminates, every effort is made to 
reassign them somewhere else. 

Mr. Horan. The reason I entered this discussion at this point, I 
think it is awfully important, if you have a good man down there, to 
give him some assurance he is not going to be kicked around if what 
he is working on happens to terminate, and he is on transferred funds. 
I am glad to hear you do have at least a tacit agreement. 

Dr. Astin. Yes, sir. As I said, we make every effort to give them 
job stability. They have the same rights as any other staff members. 

Mr. Preston. Doctor, let’s assume on July 15, the Defense 
Department advises you they want you to commence a project 
involving what you think would be $5 million for fiscal 1957. Perhaps 
it might be continuing. It involves the use of $5 million during 
fiscal 1957. I assume you would then proceed to recruit people to 
enable you to perform that service, if all other personnel were fully 
occupied at that time, would you not? 


PROCEDURES FOR REVIEW OF PROGRAMS SUPPORTED BY OTHER AGENCIES 


Dr. Astin. Well, there are 2 other things we would want to do 
before starting it. First, to determine if it was the type of job we 
might be able to do more effectively than anybody else; second, we 
would want to check with the Secretary of Commerce, from the policy 
point of view, as to whether or not it is desirable. I think it would 
be.a good idea in the future, if major things of this sort came up, to 
get the reaction of this Committee. 

Mr. Preston. That is what I am getting at. I am trying to find 
out how much control we have over the Bureau of Standards; whether 
we have one-third and you have two-thirds. 

Dr. Astin. I would give you my assurance, sir, that I would like 
to have your permission to come to this Committee to discuss major 
program requests, which might require an extension of our facilities. 

Mr. Preston. What has been the procedure in the past for that? 

Dr. Ast1n. The procedure in the past has been discussion with the 
Secretary.of Commerce. There was a tremendous see eres 
the last war, largely as the result of 2 major programs, one in the fiel 
of guided missiles and one in the field of fuzing. These were very 
important new specialties in the field of weapon development. The 
defense agencies wished to use the competence which the Bureau had 
developed and asked the Bureau to keep its staff members together, 
which we did, but the programs began to expand. The expansion 
was carried out as a result of discussions with the Office of the Sec- 
retary of Commerce, but as far as I know, no discussion was had 
with the Appropriations Committee. 
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Mr. Preston. What about the Bureau of the Budget? 

Dr. Astin. I don’t believe they went before the Bureau of the 
Budget. They were kept aware of it. 

r. Preston. But it was not a requisite that their approval be 

had before you undertook a new project of this sort? 

Dr. Astin. That is correct. 

Mr. Preston. Doctor, how long have you been with the Bureau? 

Dr. Astin. I have been a member of the staff as a government 
employee since 1932. I was there as a research associate, paid by 
industry, for two years before that, so it is since 1930. 


COMPETITION WITH PRIVATE INDUSTRY 


Mr. Preston. Doctor, state whether or not in your opinion the 
Bureau has in the past been performing work that properly should 
be done by private industry? 

Dr. Astin. There may be a few instances of jobs that could be 
done in industry, but, by and large, as I have observed the program, 
there has been an effort to do only those jobs for which the Bureau is 
established. 

Mr. Preston. Percentage-wise, how would you translate that 
statement? Just an off-the-cuff guess. 

Dr. Astin. I doubt that the jobs which might be considered 
competitive with industry would exceed a few percent—2 or 3 per- 
cent—of the total program. It is almost impossible to avoid some 
program that somebody might say might be done by industry, but I 
would guess, over the years, the percentage which might have been 
done by industry would be very low. 

Mr. Preston. Is it a fact doctor, that had you not performed this 
work for the agencies of the Government, that your direct appropria- 
tion would have been materially larger? 

Dr. Astin. Well, that is a difficult question. It might have been 
larger had we not had so many programs from other Government 
agencies. 

Mr. Preston. Of course, the money comes from the same source. 

Dr. Astin. The money comes from the same source. 


COMPARISON OF 1947 AND 1956 BUDGETS 


Mr. Preston. I was just noticing on page 128 of the justifications 
of the committee print—that this direct appropriation had grown, 
perhaps, less than any agency with which I am familiar. In 1947, 
you had $5,130,000. 

This is under the category of ‘‘Expenses,” which is the largest single 
category; and in 1956, you had $7 million. 

Dr. Astin. Well, our peak year was 1950. 

Mr. Preston. Are there any questions on the general statement? 


COORDINATION WITH THE NATIONAL SCIENCE FOUNDATION 


Mr. Tuomas. I have one. I noted the question of the chairman 
here. I am wondering what coordination or what contact you have 
with the National Science Foundation. You state if one of the par- 
ticipating agencies, like the Air Force and the Army and the Navy see 
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fit to use your facility, why, maybe you will mention it to the Bureau 
of the Budget; perhaps to the Secretary of Commerce. What coor- 
dination do you have with the National Science Foundation in your 
activities for other Government agencies? 

Dr. Astin. | have discussed on numerous occasions, our program 
with the director of the National Science Foundation. 

Mr. Tuomas. Do you mean your budget estimates? 

Dr. Astin. Not specifically the budget estimates but more gener- 
ally, the jobs and the level of magnititude with which we carry out 
the particular program. I have done this on several occasions, and 
have gotten general agreement on our program. 

Mr. Tuomas. You stated in your original statement that the 
National Science Foundation made contributions as to its opinion as 
to the value to science. Of course, that agency was set up, not to 
tell you what to do and what not to do. It has no authority to tell 
you what to do or what not to do; and it is basically set up as a 
coordinating agency. 

Dr. Astin. There was an Executive order issued just about 2 
years ago which required that the major research and development 
agencies of the Government coordinate their program development 
with the National Science Foundation. 

Mr. Tuomas. What do you do? That is what I am leading up to. 

Dr. Astin. These have so far—— 

Mr. Tuomas. Do you talk to Dr. Waterman about it over the 
telephone or on the street corner? 

Dr. Astin. No. We have met in his office, or sometimes, at lunch, 
to discuss these things. 

Mr. Tuomas. That is about the end of it too, is it not? 

Dr. Astin. No. We furnish detailed program information to the 
Science Foundation. These are used in some of their data summaries. 
Then again, other members of our staff frequently discuss specific 
program problems with members from the National Science Founda- 
tion, but we don’t, in any sense, approach them and ask them to 
approve our program. We like to get the advantage of their mature 
judgment. 

Mr. Tuomas. What kind of judgment? 

Dr. Astin. Mature. This, I think, is important because of their 
general knowledge in the field of science. 

Mr. Tuomas. I marvel at the ability of your staff to come up with 
anything like an accurate figure on your monetary needs for salaries 
and expenses. Here, you have less than $10 million. You have a 
revolving fund of around $35 million, which includes the 10 here, but 
I don’t see how you can keep your business—you are in a business that 
is not subject to a yardstic ‘k, I understand that. You cannot put 
your people in a straitjacket, but I don’t see how you can handle 
your own business. You depend upon other agencies for at least 60 
percent of your funds. You say it is a continuing proposition. 
Certainly you are bound to wind up a project X with the Air Force at 
some time. That is not going to continue indefinitely. When you 
wind that up, you don’t know what you are going to get in its plac e. 

So I think we have to take off our hat to you. We don’t criticize 
you too much. I would like to see the Committee have some super- 
vision over that other 60 percent of vour funds. Certainly, we must 
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say that you do a good job of keeping your folks happy and keeping 
your organization intact. I don’t know how much money you have 
thrown away. I imagine plenty, but that is part of the business, 
to have research and developme nt. 


BREAKDOWN BETWEEN BASIC RESEARCH AND APPLIED RESEARCH 


What part of your funds do you spend on basic research; what part 
are you spending on applied research? 

Dr. Astin. In our basic program, approximately—in 1957—we 
hope to have 60 percent of the program on basic research. 

Mr. Tuomas. That is 20 or 25 million dollars you are going to 
spend this year. What part is basic, and what part is applied? 

Dr. Astin. Twenty-five, in the total program, including our 10 
million, 

I don’t have the breakdown. 

Mr. Tuomas. You have a revolving fund of $36 million. 

Dr. Astin. Other agency programs are primarily for development; 
perhaps 10 percent of our work for them might be basic research. 

Mr. THomas. How much did you spend on your Atomic Energy 
program. A million and a half? 

Dr. Astin. A million and a half for the AEC. 

Mr. Tuomas. Is that basic or applied now? 


SERVICES FOR THE ATOMIC ENERGY COMMISSION 


Astin. A great deal of our AEC money is for basic research. 
One of the areas in which the AEC is most interested is our standard 
measuring techniques for atomic radiation. They have given us sup- 
port for some of the work we do in that area and in work on develop- 
ing shielding and protecting practices. This has been a basic respon- 
sibility of the Bureau. 

Mr. Tuomas. Is that shielding for industrial plants? 

Dr. Astin. We have been doing some of the basic data gathering, 
which will result in better shielding practices for industrial plants. 
Fundamentally, the type of work the AEC has us do in this area re- 
lates to basic measuring problems which is in our specific area. There 
is one other major program that we have. 

Mr. Tuomas. I cannot see, with the Atomic Energy Commission 
spending $1,500,000 and having dozens of laboratories doing exactly 
the same thing, what contribution you make to them. I cannot 
imagine it. 

Dr. Astin. Well all of the results of these measurements on atomic 
properties come back to standards for measurement and standard 
measuring technique. It is our responsibility to provide these stand- 
ards for measuring these properties and many new materials which 
have come about in this atomic age. This, of course, is a program 
which we should support out of our basic appropriation. There are 
some specific needs occasionally when the AEC needs something in 
our area of competence more rapidly than we can do it. It is in this 
connection that we receive a special fund to help the AEC 

Mr. THomas. We think you do a fine job, as far as we know. I 
speak for myself. More power to you. 

Mr. Preston. Mr. Rooney? 





104 


PROGRAM ACCOMPLISHMENTS 
2 


Mr. Rooney. Having entered the hearing room after Dr. Astin 
commenced his testimony, I am at a loss to know whether or not this 
question has been asked. 

What have you accomplished with the $7 million that you have so 
far in the current fiscal year and the $6 million in the last fiscal year? 

Dr. Astin. Most of our results, sir, are in the form of information 
which comes in reports and publications. 

Mr. Roonry. What has been your outstanding achievement, if any? 

Dr. Astin. I think one of our outstanding achievements during 
this past year is work on the development of new radio propagation 
techniques, through our studies of the upper atmosphere. There has 
been a tremendous advance in new communication techniques. 

Mr. Roonry. What have you done? Somebody may read this 
record. That is quite a general statement. 

Dr. Astin. What we have done? 

Mr. Rooney. Yes. 

Dr. Astin. We have been conducting experiments on the iono- 
sphere. We have been conducting radio transmission experiments 
between two places: Cedar Rapids, Iowa, and Sterling, Va., on a 
phenomena which is called ionospheric forward scatter. We have 
determined some of the basic characteristics of this type of scatter in 
the upper atmosphere, determining the frequency dependency; the 
dependence of this effect on time of day, season, and sun spot cycle, 
effect of propagation of radio waves by forward scatter. Work in 
this area has been partly covered in our basic program. Then, 
because of our basic competence, in accumulation of fundamental 
information about the laws of radio propagation, using this technique, 
the Air Force asked us to help them install some major new networks, 
using this mode of radio propagation. This installation was, of course, 
a specific job for the Air Force, done on transferred funds. We in 
turn, used a private contractor for most of the construction activity. 

Mr. Roonrny. How much of the $7 million in 1956 and the $6 
million in 1955 did you use in connection with this project? 

Dr. Astin. There was $79,000, this year. 

Mr. Rooney. $79,000 out of the $7 million? 

Dr. Astin. That is right, sir. 

Mr. Rooney. Will you tell us what you have accomplished with 
the $7 million? What has been your outstanding achievement, if any? 

Dr. Astin. I can go through the program, division by division. 

Mr. Rooney. I think that this record ought to show what, if any- 
thing, you consider your principal achievement. 

Dr. Astin. We prepared a report of our achievements in fiscal year 
1955. It is a report about—— 

Mr. Rooney. Would you be so kind, doctor, for the sake of this 
record, to tell us what you consider your outstanding achievements? 
You must have in your mind some outstanding achievements under 
your stewardship at the Bureau of Standards. 

Mr. Preston. Doctor, maybe you better review what you told the 
Committee about the number of 

Mr. Rooney. I don’t want to go over something that has already 
been covered, if I can avoid it. 

Mr. Preston. We have not actually covered your question. 
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Mr. Rooney. You see, years ago, they always came up here with 
something that they had developed and showed us their exhibits. 
They have nothing here today. 

Dr. Astin. I have a few exhibits to show you. 

Mr. Rooney. Let’s see them. That is what I am getting at. 

Dr. Astin. Allright, sir. 

There is in our program this current year and for the next year 
estimates for a pilot data processing plant, with which we hope to aid 
other Government agencies in mechanizing their office or house- 
keeping operations. We have been doing a lot of work on designing 
this machine, and there has been some closely related work supported 
by some of the defense agencies in developing components for their 
specific needs. These exhibits represent basic building blocks of the 
computing machine we plan to build. There will be perhaps two or 
three hundred little packages like this. These are standard building 
block packages in the final machines. 

One of the critical elements in the machine is what we call the 
store or memory. We have decided to take advantage of a technique 
developed by the M. I. T. and we are designing our machine using 
tiny magnetic cores as the storage element. These are shown in that 
bottle, and it will take one of those cores for what we call one bit of 
information. A “bit”? merely gives us a “‘yes” or “‘no”’ answer, and 
it is estimated we will need about 3 million of those in the machine. 

Now, those will be connected by a complex mesh of crossed wires, 
with one of those cores at each intersection of the wire. 

We have also been doing some work in attempting to transistorize 
some of the elements in our computing machine. This is simiar to 
one of those blocks which you have there but with transistors. 

We have also been doing some work in attempting to modularize 
some of the components in order that these machines might be more 
cheaply made. The modular construction technique we developed 
some years ago for the Navy on Project Tinkertoy—this is an 
approach of that. 

Mr. Roonry. Could you in a few words, doctor, tell us exactly 
what this machiue will do? 

Dr. Astin. This machine would, for example, possibly help the 
Social Security—the Bureau of Old Age and Survivors Insurance. 
Is that the name of the one that keeps the Social Security Records for 
the country? It would enable that agency to keep all of these records 
stored in those little iron dises rather than on the punch cards whicb 
they now use. It would give them a much more flexible record. It 
would enable them to locate material more quickly and add material 
to it quickly and, overall, improve the efficiency of their operation. 

Another example of this is a task we have done for the Quarter- 
master Corps of the Army, in bid evaluating. In this case the machine 
is used for computing and for storing information. 

One of the problems of the Quartermaster Corps is to determine the 
minimum combination of bids on any bid estimate. For example, 
if they are advertising for items of clothing, they may get quotations 
involving partial fulfillment of this order in different size. From one 
manufacturer there might be limitations on delivery date. There 
will be added factors of transportation costs. And, according to law, 
the Quartermaster Corps must issue the contract to the lowest bidder. 
Running through all the permutations and combinations to get the 
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minimum bid is almost an impossible task by conventional computing 
methods. We have developed techniques for the Quartermaster, 
and they have been paid for by the Quartermaster—— 


ACCOMPLISHMENTS RESULTING FROM USE OF BASIC FUNDS 


Mr. Rooney. That was my next question. I am going to get you 
back to this $7 million you have in 1956 and the $6 “million in 1955. 
Was this research development done with your basic funds? 

Dr. Astin. Yes, sir. 

Mr. Rooney. How much thereof? 

Dr. Astin. Part of that there is in our estimate this year. I think 
it is $50,000. 

Mr. Rooney. What else do you have? 

Dr. Astin. I have no further exhibits relating to our basic program. 
Most of our results in the basic program are in the form of reports— 
information. Sometimes it is tabular information. This I don’t 
think is very interesting to look at. Usually the most interesting 
things to look at are the development type of activity, which we 
sometimes do for other agencies of the Government. 

My main reason for not stressing this at this time, as we have 
in years past—our basic program in exhibits—is because most of the 
things that are interesting are in our transferred funds programs. 
Our basic fund is a more prosaic thing. It is a more complex, tech- 
nical thing. 

Mr. Rooney. It did not used to be, Doctor. Is that a fair question? 

Dr. Astin. I think I have carefully gone through the exhibits that 
we have given this committee in recent years and have found that 
they are preponderantly items developed on a transfer fund program. 
For this reason, I felt it was not desirable to stress the exhibits, because 
our basic program is too difficult to demonstrate. We can demon- 
strate our basic program in our laboratories, where we have the 
equipment to show you some of the things we do. 

Mr. Roonry. Have you gotten around to the point where the 
basic program money, amounting to $7 million in the current fiscal 
year, is merely your going expense, rather than a fund to be used for 
development and progress in the basic field? 

Dr. Astin. The answer is definitely ‘“‘No.” 

Mr. Rooney. You might develop your “No”. You would not 
want the record to stand with a bare ‘‘No’’, would you? 

Dr. Astin. No, sir. 

Mr. Preston. Doctor, may I suggest I think I know what Mr. 
Rooney is after. It is a legislative question. I think we are over- 
looking in this what you do day in and day out for business and 
industry in this country, in the way of measurements. You mentioned 
something of it when you came in. How many requests did you 
deal with for industry? How many companies were involved. Give 
us some fundamental information. 

Dr. Astin. There were requests for a variety of types of informa- 
tion, for calibration, and for testing service. They were received from 
over 2,500 companies. We inserted in the record earlier a summary 
of the distribution of these companies. 

Also it appears in our justification, if you wish to look at that. 
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Now, our specific accomplishments in the development of new test- 
ing techniques, in the development of improved standards, measure- 
ments of the basic properties of materials, are given on each page in 
our justification. 

There is a paragraph for each one. For example, in our electrical 
division, we developed a more efficient method for measuring precisely 
the properties of alternating-current watthour meters. ‘This is in 
meeting demands for increased precision from industry. There was 
the development of a cathode emission tracer that provides a rapid 
method for evaluating the performance of thermionic cathodes in a 
number of electrical equipments, particularly breakdowns which occur 
in transmission. lines during electrical discharge. 

I can go through and cover all of these, but there is one very sig- 
nificant accomplishment in our basic program that I would like to tell 
you about, relating to the field of measuring radioactive materials. 
We have developed a new type of micro-calorimeter to measure the 
total energy which comes from radioactive materials. 

We have also done important work on measuring some of the basic 
properties of electrons, which are needed for the atomic and nuclear 
scientists. We have done work in the field of developing color 
standards. Again, we met needs for science and industry for precise 
color measurements, and color definitions. 

I can go on this way indefinitely, sir, but I don’t know how much 
you want. It is in the justification, and I can repeat it, or stand on 
what is there. 

As far as exhibit material, I have a couple of other nice little things 
which were done on transferred funds, if you would like to see those. 

Mr. Rooney. I have no further questions. 

Mr. Preston. Mr. Clevenger? 

Mr. CLEVENGER. No questions. 

Mr. Preston. Mr. Bow? 


PRECISION LENGTH MEASUREMENTS 


Mr. Bow. Mr. Chairman, I am interested in the program of 
measuring of tolerances. I don’t know whether this is the place to 
go into that, or whether you are going to cover that later in the 
hearing. 

Dr. Astin, as you know, I am interested semewhat in the measure- 
ment of tolerances, partic sul: irly in the bearing industry as they relate 
to their work on guided missiles and other functions. What are you 
doing at the Bureau now, in the development of measurement to 
closer tolerances? 

Dr. Astin. Many of our programs could be grouped in this general 
category. As I said in my general statement, one of the characteristics 
of industry is that it becomes more efficient as the properties of goods 
can be measured and controlled more precisely, and this brings a 
continuing demand to refine and extend the precision of our standards 
and our associated measuring techniques. 

I think you are specifically interested in the area of precise length 
measurements, particularly in the use of precision gage blocks? 

Mr. Bow. That is right. 

Dr. Astin. We have this program in 2 of our divisions. One 
part is in our metrology division, related to the development of more 
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precise measuring techniques for gage blocks. Another is in our 
metallurgy division relating to the development of more stable sur- 
faces for gage blocks. One of the problems in extending the precision 
of gage blocks is the stability of the surfacing. The surface must be 
extremely smooth if it is to comply with the tolerances which in- 
dustry is now asking for. So we have one project in the metal- 
lurgy program, and in the metrology division we have one specif- 
ically related to the improvement of our optical instruments. Al- 
together this year, this program totals about $30,000. It would be 
expanded ‘to approximately $50,000 per year in our estimates for 
1957. 

Mr. Bow. Do you feel that your estimate of an additional $50,000 
for the next fiscal year, is sufficient to bring this study up to date 
in the best manner in which the Bureau can do it? 

Dr. Astry. I am not sure whether this will comply with the speed 
which industry wants. Our estimate, at the present rate of progress, 
is that it will take us 4 or 5 years to complete this development 
program. If we put some greater effort on it, at the expense of some 
of our other programs, we could probably cut the time down to 3 years. 
Three years is our minimum estimate. 

Mr. Bow. What would you need in this budget to be able to bring 
it down to your 3-year estimate? 

Dr. Astin. Our estimate is that it would require about a total of 
$75,000 per year, rather than the estimated $50,000 in order to do it 
in 3 years. 

Mr. Bow. Doctor, what is your evaluation of the importance of 
this program? 

Dr. Astin. I think it is a very important program, but I think we 
have many other equally important programs. The length measur- 
ing problem is one which is extremely basic. It is also rather easy 
to demonstrate, but there are precision measurement problems in 
temperature work. There are precision problems in chemistry. In 
fact, they run through our whole program and the adjustment of this 
much for this particular program was our own estimate of a proper 
allocation of priorities. It does not, however, satisfy the most press- 
ing needs of some of the industrialists that are anxious to have this 
done; but similarly, some of our other programs are in the same 
category. 

Mr. Bow. Doctor, is it not true that at the present time many of 
the people within the industry are now manufacturing to a closer 
tolerance than it is possible to measure? 

Dr. Astin. Yes. I think that is a fair statement. 

Mr. Bow. Let’s take the guided missile program, for instance. 
If there is to be building of the guided missile and the exchange of 
parts from one manufacturer to another, there would be an inability 
to properly measure the tolerances which might cause the guided 
missile to get off its path somewhat. Is that a correct statement? 

Dr. Astin. I think that is reasonably accurate; yes. ‘The accuracy 
in guided missiles depends to a very appreciable extent upon the 
accuracy with which one can make the various components, par- 
ticularly the guidance mechanism; and here a most precise control 
of tolerances is needed if we are to do these jobs well. 

Mr. Bow. What is your target, doctor, as to the point which you 
hope to be able to measure tolerance? 
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Dr. Astin. We are aiming at a part or two in a 10-millionth of an 
inch. We are attempting to approach one 10-millionth of an inch. 
Our present capability is about 1-milionth of an inch. 

Mr. Bow. It is one-millionth now? 

Dr. Astin. Yes, sir. 

Mr. Bow. Dr. Astin, was it you that told me that one-millionth of 
an inch would be like taking the human hair and dividing it? 

Dr. Astin. You have to divide it a thousand times to get a millionth 
of an inch. 

Mr. Bow. They are manufacturing now to that tolerance, are they 
not? 

PRECISION REQUIREMENTS IN INDUSTRY 


Dr. Astin. No. That is not quite right, sir. They are now manu- 
facturing to a few parts in a hundred-thousandths of an inch, but in 
order to measure and control production parts to one hundred-thou- 
sandths of an inch, they have to have gage blocks which are known 
to better than a millionth of an inch, because in all of these measure- 
ment problems, there is a loss of accuracy as you step down from a 
primary standard to a secondary standard, to a working standard. 
I guess those would be the three proper words to use, but in each one, 
the thing you must know best is the reference standard you are com- 
paring against. This means our standard must be known more accu- 
rately than anybody else’s. 

So it turns out in a careful analysis of the problem that enable 
industry reliably to control dimensions to one hundred-thousandth 
part of an inch, we have to provide standards of a few parts in a ten- 
millionth of an inch. 

Mr. Bow. I believe that is all. 

Mr. Preston. Dr. Astin, I am interested in the same subject 
Mr. Bow has interrogated you about and I feel that it is very important 
that we develop electronic devices to measure these gage blocks to a 
greater, or to a finer tolerance from the standpoint of industry-wide 
activity in the field of precision products. 

If the committee writes in its report the direction that you allocate 
the sum of $75,000 for this fiscal year to carry on this work in an 
effort to complete it in a 3-year period, what would you then do? 

Dr. Astin. I would comply with your request, sir. 

Mr. Preston. Very well. 


EXAMPLES OF ACCOMPLISHMENTS 


Mr. Horan. Mr. Chairman, do I understand in reply to Mr. Rooney’s 
question, you are going to supply a list of your major accomplishments 
for the past year, based on his question? 

Dr. Astin. I can do that in various forms. It is given in our budget 
justification. There is a paragraph there. 

Mr. Horan. I think if they could be made more brief, I believe 
that would be useful to us and be interesting to anybody reading the 
record. Mr. Chairman, I would like to see that done. 

Mr. Preston. Where is your report? 

Dr. Astin. We did not bring copies of our report. 

Mr. Preston. Would you furnish the committee with it? 
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Dr. Astin. We will furnish the committee with copies of that and 
prepare a statement for insertion in the record. Could I have some 
guidance as to how long a statement you want? 

Mr. Horan. I tnink if you went over this you could make it a little 
more brief than this. The justification is very interesting. 

Dr. Astin. Briefer than in the justification? 

Mr. Horan. Yes. A little briefer so anybody reading the record 
will have some idea what you want. 

(The statement above referred to is as follows:) 


EXAMPLES OF ACCOMPLISHMENTS OF THE NATIONAL BUREAU OF STANDARDS 
ATTRIBUTABLE TO THE PROGRAMS SUPPORTED BY THE NBS 


Basic APPROPRIATION, FiscaL YEAR 1955 
ELECTRICITY AND ELECTRONICS 


1. Progress toward the international adoption of standards for dry cells and 
batteries. 

2. Establishment of standards for lightning arresters. 

3. 1,400 resistance and reactance items calibrated. 

4. First measurement of electric current by means of the Pellat balance. 

5. Design and construction of a re-entrant cavity for test of dielectric materials 
up to a temperature of 500° C. 

6. Design of two porous conductor devices. 

7. Extension of card-file on electron tubes. 

8. Design of special equipments for afterglow research. 

9. Assembly of a new precision rate-testing device for watthour meters. 

10. Extensive testing of electrical instruments for Government. 

11. Construction of a shielded impedance-matching transformer with voltage 
ratios up to 100/1. 

12. Design of a new method for simultaneously and directly comparing the total 
core loss as measured by the wattmeter and the bridge method. 

13. Study of the relative constance of electromotive force of regular standard cells. 

14. Study of the irreversibility of the silver-silver oxide electrode. 


OPTICS AND METROLOGY 


1. Intercomparisons of Lovibond red color standards with those of the manu- 
facturers. 


2. Determination of constant hue on chromaticity diagram. 

3. Development of a master set of glass standards for the color of petroleum 
products. 

4. Evaluation of color differences in photoelectric and visual judgment. 

5. Calibration of chromaticity standards. 

6. Redetermination of the spectral reflectance of light sensitive papers. 

7. Measurement of porcelain enamel plaques used for reflectance standards. 


8. New specifications for fluorescent lamps. 

9. The refractive indices of several optical glasses have been determined. 

10. Development of a camera calibrator. 

11. Calibration of length devices for Government and public. 

12. Study of isotope sources for length measurement. 

13. Improvement of gage measuring methods and equipment, 

14. Federal specifications completed for various bolts and screws. 

15. Revision of Part I of Handbook on Screw Threads and Thread Components. 
16. Development of a mechanical comparator for gage calibration. 


HEAT AND POWER 


1. Calibration and testing of temperature measuring instruments. 

2. Development of an automatic electronic thermometer comparator. 

3. Completion of a “‘bath’’ for accurately realizing the primary fixed point of 
oxygen. 

Study of the properties of products of discharges in nitrogen. 

Design of components for gas thermometry apparatus. 

Survey of instrumentation for high temperature measurement. 

Development of an adiabatic calorimeter with novel features. 
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Completion of special microwave spectrometer. 

Measurements of paramagnetic salts. 

New apparatus for measurement of helium vapor pressure. 
Experiments on the alignment of radioactive nuclei. 

Viscosity standards for three API oils developed. 

Design of compressor and instrumentation for flow capacity studies. 
Spectroscopic analysis of propane and butane. 

New instrumentation developed for shock analysis. 


ATOMIC AND RADIATION PHYSICS 


Publication of several handbooks on radiation safety. 

Determination of the velocity of light from precision measurements of the 
carbon monoxide spectrum. 

Mass spectra of a number of new compounds have been measured. 

Study of small magnetic fields. 

Design of an improved electron velocity analyzer. 

Measurement of the photodetachment cross section for atomic oxygen. 

Survey of negative-ion yields from glow discharges. 

Study of the algebra of irreducible tensors. 

Investigation of a number of radioactive nuclides. 

Standardization of several isotopes. 

Distribution of radioactive standards. 

Primary standard instruments for certain types of radiation dosage developed. 

Absolute calibration of the standard neutron source. 

Fundamental betatron research. 

Development of a microcalorimeter. 


CHEMISTRY 


New specifications for paints and lacquers. 

Completed new studies on detergents. 

Fundamental studies on adsorption and adsorbents. 

Refractive indices of invert sugar solutions determined. 

Refractive indices of dextrans was published. 

Revision of book ‘‘ Methods for the Chemical Analysis of Metals.’ 

New standard samples for cobalt alloy, steels, etc. issued. 

Preparation of standard thickness samples for electrodeposited coatings. 

Redetermination of the spectra of several compounds. 

Development of a sensitive electrical method for determining water in 
refrigerants and organic liquids. 

Development of a method to determine small amounts of copper, cadmium 
and lead in zine alloys. 

Accurate determinations of the dielectric constant of water over the 0° C to 
100° C. range. 

Circular on the dielectric constant and dipole moments of gases published. 

Establishment of punched card file on organic compounds. 

Development of methods for analysis of refractory materials, titanium 
tetrachloride, and dental alloys. 

Development of new spectrographic standard samples. 


MECHANICS 


Acoustics tests of sound equipment. 

Design of new impedance tube for sound equipment. 

Tests of pressure-measuring instruments. 

Development of high-temperature strain sensitive films. 

Calibration of mechanical testing machines and apparatus. 

Investigations of the dynamic properties of materials. 

Calibration of test weights for State governments. 

Construction of a new balance of 1,000-pound capacity which will be made 
available to manufacturers. 

Calibration of about 37,000 capacity standards, hydrometers, and fluid meters. 
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ORGANIC AND FIBROUS MATERIALS 


Preparation of about 116 Federal specifications. 

New method developed for preparing standard samples of natural rubber. 

Spectra of materials used in textile finishes recorded. 

Completed infrared measurements of various materials. 

Continuous research on the properties of textiles. 

Development of methods and apparatus for testing paper. 

Measurement of high-pressure effects on leathers. 

Standard samples of papers and other fibrous materials issued. 

Synthesis of five new styrenes. 

Development of method for obtaining infrared spectra of insoluble polymers. 

Construction of a meter for determining the molecular weight of fluorescing 
materials. 

Study of the absorption characteristics of certain resins. 


METALLURGY 


Creep tests on nickel and copper alloys completed. 

Completion of a fully-automatie continuous recording thermal-resistance 
unit. 

Studies of the structure of various metals. 

Studies of the mechanical properties of metallurgical structures. 

Continuation of studies of the fatigue of metals. 

Publication of results of corrosion measurements. 


MINERAL PRODUCTS 


Publication of circular on solid state reactions of uranium oxides. 
Measurements of the durability of various glass systems. 

Measurements of alkaline earth-borate systems for use in high temperatures. 
Studies of the physical properties of refractory materials. 

Exploratory experiments in surface chemistry completed. 

Studies of the chemical properties of various concretes and cementing materials. 
Extension of X-ray diffraction studies in the structural analysis of cements. 
Compilation of phase equilibria diagrams for use by ceramicists. 
Determination of various crystal structures by X-ray diffraction. 


BUILDING TECHNOLOGY 


Completion of study of cracking of reinforced concrete beams, 
Completion of study on properties of lightweight concretes. 

Completion of studies of fabric flammability. 

Low and high temperature measurements of metals used in heat transfer. 
Development of chromatographic method for classifying asphalts. 

tevision of various safety codes. 


APPLIED MATHEMATICS 


Development of special codes for electronic computers. 

Completion of experiments in conformal mapping. 

Design of new methods for solution of problems encountered in the physical 
sciences. 

Fundamental research in numerical analysis. 

Basic investigations in the mathematical theory of polymers. 


DATA PROCESSING SYSTEMS 


Technical assistance to Government agencies an automatic control devices. 
Completion of components for computers. 

Development of reliability tests for computer systems. 

Studies of memory components for computers. 

Analysis of the interrelationship of various computational devices. 
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RADIO PROPAGATION PHYSICS 


— 
. 


Preparation of a frequency plan for communications between stations on 
Antarctica. 

Participation in planning for International Geophysical Year. 

Recording of waveforms from lightning. 

Analysis of the interaction between rapidly moving masses of ionized gases, 

Investigation of the effect of solar heating on atmospheric oscillation. 

Analysis of absorption of radio cosmic noise. 

Radio astronomy studies in the Philippines, 

Studies of the paths of radio transmission. 

Studies of Arctic radio propagation. 

10. Operation of radio field stations. 

11, Construction of special equipment for field strength measurement. 

12. Continuation of radio, communication, warning service, including special 

disruptions due to sun spots. 

13. Continuation of studies on the effect of sun spots on radio transmission. 

14, Analysis of thousands of ionospheric soundings. 

15. Studies of ionospheric forward scatter. 

16. Studies of tropospheric forward scatter. 


COON Cr Pood 


RADIO PROPAGATION ENGINEERING 


Development of new radio noise recorder. 
Study of the characteristic of atmospheric noise. 
Studies of transmission over mountains. 

Studies of field strength from various stations. 
Analysis of tropospheric propagation. 


eee 


RADIO STANDARDS 


Calibration of high-frequency and microwave devices. 

Development of an experimental conduction type calorimeter. 

Design of a high-power liquid-flow calorimeter. 

Development of two new standard piston attenuators. 

Investigation of the application of micropotentiometers for modulation 
measurements on signal generators. 

Broadcast of standard frequencies. 

Development of standards and measurement techniques for high-frequency 
dielectric constants of materials. 

Construction of an improved temperature coefficient permeameter. 

9. Completion and calibration of a cavity resonator for measuring high resistances 

at radio frequencies. 

10. Initiation of construction of a set of impedance standards, 

11. Improvements made in noise comparators. 

12. Completion of an operating oxygen microwave spectrometer. 

13. A method for speeding up calibration services was developed. 

14. Analysis of data on the dielectric constant and loss of compressed gases. 


CU OO bo 


Pe 


MPTALLURGICAL SERVICES 


Mr. Horan. I have been interested in your work in metallurgy, 
especially the one regarding the danger of fatigue of metals as we 0 
into jet planes and that sort of thing. I have in mind the disintegrs a- 
tion on the British jet plane near Rome and of course, I understand 
that has been corrected . 

I am also interested in your studies in high temperatures as to the 
effect on our jet engines. I understand from the laymen that that is 
one of the problems. 

Now, my question is, what is the procedure when industry comes 
to you and says, now, we want to develop a passenger plane that will 
not have metal fatigue problems. Can you help us? Then I want to 
know what you do. I want to also know what action you take when 
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industry might come to you and say, now, we have to develop metals 
that will stand high temperatures for these jet engines. 

T assume that your Bureau exists to help industry and humanity, 
in fields of that sort. Just how do you begin your operation? 

Dr. Astin. We have a program on basic fatigue studies in our 
metallurgy division. Our pimary objective here is to learn some- 
thing about the fundamental mechanism of fatigue, to determine 
methods of measuring or predicting fatigue characteristics of metals 
and through a knowledge of what causes fatigue perhaps provide 
data to lead to the design of better materials. We do not consider 
it our responsibility to “de velop such materials. This is probably 
something that would be done in industry, but we would make 
available to industry the results of our basic studies in this field and 
also make available to them our work on basic measuring tec hniques 
which we hope ultimately will predict the fatigue characteristics 
more accurately. 

Mr. Horan. I understand that great progress has been made 
with the problem of fatigue in these high speed passenger planes? 


FATIGUE STUDIES 


Dr. Astin. Yes. There has been a considerable increase in our 
understanding of fatigue in recent years. 

There is another service which we render in this area and that is 
the evaluation of failed-aircraft-parts for the Civil Aeronautics Board. 
They frequently send the failed mechanical parts to us for a study 
and report as to the possible cause of the failure and possible remedial 
action. 

Mr. Horan. Now, the work that you supply now—let’s say the 
work that the Advisory Committee on Aeronautics is doing at Norfolk 
and Cleveland and out in California and elsewhere. What you 
supply is the very basic facts with which they can continue their 
own experiments on fatigue? 

Dr. Astin. That is correct. 

Mr. Tuomas. No. No. Let’s get the record straight. 

Mr. Horan. That is why I asked the question. 

Dr. Astrx. Our problem is primarily the standard measuring 
problem of fatigue and the fundamental properties of the materials 
which affect or cause fatigue. These are things which might be 
related to the measurement problem and the standardization problem. 
The NACA is concerned with the basic work on the utilization of 
metals in aircraft structure, and this, of course, will involve a fair 
amount of basic research, perhaps, in the development of these new 
alloys which are specifically helpful. 

Mr. Tuomas. They cover the whole waterfront. They even 
originate the basic alloys and test them. They don’t do one segment 
of the job. 

Dr. Astin. No, the NACA coverage here is a much broader one 
than ours. 

Mr. Txomas. Why of course it is! 

The answer to the gentieman’s question—the first thing those people 
do, they would not come to you. They go to NACA for that informa- 
tion. That is their specialty. 

Dr. Astin. On the other hand, things that require research for 
standard measuring techniques which are involved in the evaluation 
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of causes of failures are referred to us. This is why the CAB refers 
these things to us. 

Mr. THomas. The who? 

Dr. Astin. The Civil Aeronautics Board. They refer failed parts 
to the National Bureau of Standards for evaluation. 


SERVICES FOR THE NACA 


Mr. Horan. Since Mr. Thomas asked that question, now, just 
what arrangements do you have to work with the NACA and industry? 
Do you have regular meetings to go over these things? 

Dr. Astin. Yes. Our staff members participate in a number of 
technical committees of the NACA. I ama member of the committee 
by statute, so I participate in the main committee meetings, and many 
other members of our staff participate in their technical meetings. 
As a matter of fact, in a number of areas where our measurement 
competence makes us somewhat uniquely qualified to do a particular 
job of interest to the NACA, they transfer funds to us to carry out 
this work. 

1 think we have some $200,000 of NACA money at the National 
Bureau of Standards. 

Mr. Tuomas. That has been a lump sum transfer for years and 
years. What are you tloing with that money this year? 

Dr. Astin. There is some work on fatigue we are doing for the 
NACA. There is also some work on the measurement of the char- 
acteristics of the transition from laminar to turbulent flow. One of 
our people in the last year or so has made a very basic determination 
of the method in which air flow changes from the smooth laminar 
flow to the turbulent flow, which is an important problem for design- 
ing for high speed flight. 

"There is also some work on elastic ‘ity which we are doing for the 
NACA. One of the jobs, we did over a great many years, which made 
possible this turbulence study was the deve lopment of hot wire 
anemometers. These are basic measuring instruments to determine 
the properties of air flow, and this was a program which ran over 
many years and which was supported by NACA. And the completion 
of which made possible this important job that I just referred to. 


EXPENSES 


Program and is Snancing 


1955 actual | 1956 estimate | 1957 estimate 


| 

| 

| 

| 

oa by activities: | 
Research... __._-- oe Bari a aa ata -| $2,509,848 | $3, 127, 600 | $4, 147, 700 

| 
| } 
| 


2 Development ae ; 1, 310, 626 | 1, 801, 800 2, 234, 300 

Testing, calibration, and specifications Sidane 795, 504 830, 200 | 869, 900 

4, General technical services i 1, 419, 805 | 1, 653, 900 | 1, 748, 100 

Toteleblpetions. ._.. .......-..054-..4+<-- -| 6,035,783 | 7, 413, 500 9, 000, 000 
Financing: | 
Comparative transfers from other accounts —740, 000 | 
Unobligated balance no longer available 16, 099 | 

Appropriation (adjusted) 5, 311, 882 | 7, 000, 000 9, 000, 000 


Proposed supplemental due to pay increase i : 413, 500 
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Obligations by objects 


Other contractual services: 
$6, 035, 783 
7, 413, 500 
9, 000, 000 


Budget authorizations, expendiiures and balances 





! 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Transferred (69 Stat. 240) from— 
“Salaries and expenses, Business and Defense Services 
Administration’’____ a Mian eeeabiie aie eee aa 54, 961 
“Operation and administration, National Bureau of | 
Standards’’....... ie iene hk oa ccc i ec li la ala 6, 921 | 


Appropriation | $5, 250, 000 | $7, 000, 000 
| 


Adjusted appropriation ___- ies ee 5, 311, 882 | 7, 000, 000 9, 000, 000 
Proposed supplemental due to pay incre: SSS pees eee. fe Ee Tie OEE Vxtictuniidbacacce 
Obligated balance brought forward ‘ 652, 693. 821, 273 1, 160, 046 


a ata ee 


Total budget authorizations available------- oe dha ued 5, , 964, 575 | | 8, 234, 773 10, 160, 046 


EXPENDITURES AND BALANCES | 
Expenditures— | 
Out of curent authorizations. _-_- aimee ol 4, 478, 686 5, 966, 000 | 7, 650, 000 
Out of anticipated supplemental appropri ation... _- ice ‘ 397, 500 | 16, 000 
Out of prior authorizations_-___-__- 589, 461 | 711, 227 | 986, 000 





arr I i i cet cance ys | 5, OB, 147 | 7, 074, 727 | 8, 652, 000 
Balance no longer available: 
Unobligated (expiring for nape Jagwud 16, 099 | eee 
Other. as Ber Sigel e 2 ER ns ois sec ete 
Obligated balance carried forward_-.-__- 821, 273 1, 160, 046 4 508, 046 


Total expenditures and balances pp cabanepebnebkcr nat 5, 964, 575 8, 234, 73. 10, 160, 046 





Mr. Preston. The next item we will take up now will be the 
category of expenses. 

We will insert in the record at this point pages 1105 through 1107. 

(Pages 1105 through 1107 are as follows:) 


Summary of requirements 


Appropriation, 1956_-- adorei . ; ‘ $7, 000, 000 
Proposed supplemental due to pay increases - - ek abba eis sate 413, 500 


Total anticipated appropriation.__..-.............----- : wdgdcadepinpnede—upagael eee 
Deduct: 
Regular pay above 52-week base. eet ee — 20, 500 


Base for 1957 , ieee hiemicahe bah ianee tad ais ‘ eee nae eceetl 7, 393, 000 
Net difference, 1957 over 1956: 


Requirements 


| 
1956 =| = 1957 
| 


i 

By program group | 
| adjusted estimate | 
| 

| 

| 

| 


Increase 


Physics, electronics, and mathematics -- - --. ---| $2,069, 800 | $2, 728, 000 $658, 200 
Chemistry and metallurgy --_------ See 1,619,000 | 1,976,000 357, 000 
Mechanics and structures ‘ 3 878, 800 1, 054, 000 175, 200 
Radio sciences and cryogenic engineering - - - -. ---- 2,825, 400 | 3, 242,000 | 416, 600 





Gross requirements. -------------- oa 7, 393, 000 | 9, ‘000, 000 1, 607, 000 


Tota! estimate of appropriation, 1957 
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Summary of estimated obligations by program and division 


1956 1957 


Increase 


Av. No. 
of pos.! 


| 
| Av. No. 
of pos.! 


| 


| Av. No. 


oll 5 
of pos.! Dollar cost 


| Dollar cost 


Dollar cost 
} 





Physics, electronics and mathema- 
matics: 

Electricity and electronics. - - 
Optics and metrology... -- 
Heat and power 
Atomic and radiation physics 
Applied mathematics 
Data processing systems 
Office of basic instrumentation 


000 
800 
S00 
000 


$314, 
395, 
404, 
695, 
131, 
99, 
28, 


$395, 
500, 
565, 
908, 
600 173, 
700 137, 
900 5 | 50, 


000 
000 
000 
000 
000 
000 
000 
Total, program group "2, 069, 2, 728, 000 
Chemistry and metallurgy: 

Chemistry 

Organic and fibrous materi: ils 

Metallurgy 

Mineral products 


800 | 


807, 000 
502, 000 
254, 000 

3, 000 


645, 
430, 
216, 
328, 


000 
000 
O00 | 
000 
Total, program group , 619, 000 | 76, 000 
Mechanies and structures: 

Mechanies 

Building technology 


Office of weights and measures 


462, 
330, 
86, 


200 
000 | 
600 


57, 000 
373, 000 
4, 000 
Total, program group 878, 
Radio sciences and cryogenic en- 
gineering: 
Cryogenic engineering 
Radio propagation physics--. 
Radio propagation engineering-.-| 
pr | 


800 1, 054, 000 


000 { 

100 1, 
000 | 

300 


152, 
, 400, 
535, 
738, 


184, 

535, 
623, 
900, 


000 | 
000 
000 
000 


000 


32, 000 
34, 900 

, 000 
51, 700 
Total, program group ‘ | 2,825, 400 3, 242, 5, 600 


Total, all programs... 7, 393, 9, 000, 000 
‘Net adjustments to base (See 
summary of requirements | 


 . | SG ee 


an 7, 000 


000 | 


— 393, DOP tiscaad 3, 000 


7, 000, 000 | 934 “000 


Total appropriation 9, 000, 000 | 





BS CEE i cs dian tatanienpiicre dic 
Direct other objects.........-...--- 
Applied administrative cost ? 


ORE CUR iii iii cds es cc sue 
Net adjustments to base 


Total appropriation 


782 | 
| 


Summary of Estimated Obligations by Cost Component 





4, 705, 400 
1, 096, 600 
1, 591, 000 


, 393, 000° 





5, 662, 300 | 
1, 441, 700 
1, 896, 000 | 


9, 000, 000 


—393, 000 |....-..-..-- iil tesncenvieds inl 


+ —— 


7,000, 000 | 934 | 


9, 000, 000 


15% 


956, 900 
345, 100 
305, 000 
1, 607, 000 
+393, 090 


2 2, 000, 000 


1 Since all positions are charged to the Bureau’s Working Capital Fund, employment as of a given date 
and positions cannot be identified by supporting appropriations. 


represents the portion of total employment applicable to the ‘Expenses ” appropriation. 


The data on average number of positions 


The 


average num- 


ber of positions and salary costs shown here do not include the portion of these factors which are in the 


applied administrative costs. 


The estimates for Personal Serices, Average Number of Positions, and Other 


Objects in the total administrative and maintenance program are presented on pages 1160 and 1165. 
2 The appropriation ‘‘Expenses” is charged with only a portion of the total administrative and main- 


tenance costs of the Bureau. 


Administrative costs are equitably applied to all technical programs. 
distribution of administrative costs to technical programs is presented on page 1160. 


The 


Mr. Preston. This is a request in the amount of $9 million and 
represents an increase of $1,607,000 above the fiscal year 1956. 


The first item under this category is physics, 


mathematics. 


electronics 
There is an increase in this area of $658,200, being 
the largest increase under this category. 


and 


Dr. Astin, will you discuss briefly some of the activities under this 


heading? 
Dr. Astin. Yes, sir. 
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CHANGE IN BUDGET PRESENTATION 


First, I might explain the change which we have made this year 
in the mode of presentation. In prior years, we presented our budget 
under four activity classes: Research, developme nt, testing and general 
technical services. All of the divisions, the organizational units in 
the Bureau, participated in all of these activity classes, and sometimes 
a single area of work involved both research and development and 
specific service activity, and we felt that our mode of presentation 
was confusing. 

We have this year changed the method of presentation by breaking 
down the expenses budget into 4 general categories. 

They are physics, electronics and mathematics; chemistry and 
metallurgy; mechanics and structures; and radio sciences and cryo- 
genics. ‘These might be considered as corresponding to general groups 
of scientific effort. Each of these groups is further subdivided into 
more specific areas of science and technology which correspond to our 
organizational units—the divisions. Asa matter of fact, the Bureau is 
organized so that our organizational units, the divisions, correspond 
to most major subdivisions in the physical sciences. 

Under each of these subheadings we have arranged the continuing 
projects, some of which involve increases, with an explanation as to 
what the increase consists of; then we have broken out in a separate 
category, new projects. 


ELECTRICITY AND ELECTRONICS 


I then come back directly to your question under the heading, 
physics, electronics and mathematics. The first subdivision is 
electricity and electronics. 

Mr. Preston. Let’s discuss the new projects, principally. 

Dr. Astin. Yes, sir. On page 1120 in the justification, we have a 
breakdown of the projects in this division. There is a current level of 
effort in this area of $314,000. For continuing projects, we plan a 
$20,000 expansion, raising that to $334,000; but there are 5 new 
projects planned, totaling $61,000. 


BREAKDOWN OF NEW AND CONTINUING PROJECTS 


Mr. Preston. In order that the record might show this break- 
down, I think we better insert page 1121 at this point. 

Dr. Astin. Very good, sir. 

(Page 1121 of the justification is as follows:) 
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Electricity and electronics 


[Thousands of dollars] 


Fiscal year | Fiscal year 


1956 1957 
CONTINUING PROJECTS 

00-0199 Consultative and advisory services $39. 7 $39. 7 
01-0102 Resistance reactance calibration ; 41.8 41.8 
01-0103 Fundamental electrical measurement ; z 27.8 27.8 
01-0104 Dielectrics research ata 13.9 13.9 
02-0117 Tube information service. , 8 3 8.3 
02-0118 Afterglow research......-.....--- 22.4 22. 4 
02-0119 Transistor studies 13.9 13.9 
03-0107. Methods of electrical measurement- -- 63. 5 72.0 
03-0108 Electrical instrument tests : : . 26. 5 26. 5 
04-0109 Magnetic standards 23. 6 27.0 
08-0111 Standards of electromotive force 4.2 4.2 
08-0112 Research, electromotive force : . ‘ 7.5 7.5 
08-0114 Electrochemical constants ida Shwe bf eteeos 20. 9 29. 0 

Subtotal, continuing projects... --- sana 314.0 334. 0 

NEW PROJECTS 

01-New Electrical resistance alloys nie’ : 4.1 
02-New Tube fabrication services ; 12.2 
06-New Circuit standardization ald : 12.2 
06-New Transistor parameters . . 20. 3 
07-New Electronic instrumentation. -_- ; ; 12.2 

Subtotal, new projects-_-__-_--- 4 : ; : 61.0 
DUE GON. onthe enicssuwonancass , , 314.0 395. 0 


CONTINUING PROJECTS 


Continuing projects receiving increases are those which are responsible for 
providing the Nation with basic electrical standards. Stronger emphasis will 
be placed on improved methods of testing and the development of more precise 
techniques for measuring working standards used by industry and other labora- 
tories. 

NEW PROJECTS 


Electrical resistance alloys: This new project is to develop better alloys for 
resistance standards and apparatus. The unit of resistance is maintained by 
standards made of manganin alloy which is unsatisfactory in measuring equip- 
ment. An alloy with larger resistivity for high-resistance coils and usable in the 
construction of measuring equipment is needed. 

Tube fabrication service: This is a service to provide NBS and other agencies 
with specially designed and fabricated tubes and other vacuum devices. 

Circuit standardization: For several years the Bureau has conducted studies 
to establish preferred electronic circuits for various military equipments, resulting 
in decreased procurement and maintenance costs. The Bureau seeks to extend 
this service to nonmilitary applications. The objective would be to (1) reduce 
variation in design and componentry; and (2) provide data on design and per- 
formance of frequently-used circuits. 

Transistor parameters: Transistors are new devices which are expected to take 
the place of vacuum tubes in electronic equipment. These devices are small in 
size, have greater power, and are more reliable. A whole new industry is growing 
around transistor technology. To insure sensible growth in this industry, it is 
urgent that standards, performance data, and the like be developed now. 

Electronic instrumentation: This project will study the use of electronics for 
various Bureau projects and develop special electronic instrumentation for 
Bureau technical problems. 


Mr. Preston. Do you plan to discuss each one of these? 

Dr. Astin. I will discuss them in detail if you wish. Perhaps the 
most important of these is the one relating to transistor parameters. 
These are new electronic devices which are scheduled ultimately to 
replace most vacuum tubes. In aiding the utilization of these new 
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devices in the electronic industry it is important to have standard 
measuring techniques, and some standardization of the important 
arameters which should be specified, when we wish to use a transistor. 
rhis project is aimed at providing this assistance to the transistor 
industry. $20,000 is the estimate. 
Now I will go on to the optics and metallurgy division. I might 
take one in each division. How does that sound? 


ATOMIC AND RADIATION PHYSICS 


Mr. Preston. Let’s discuss the next big increase. 

Atomic and radiation physics, where there is an increased request of 
$213,000. 

Dr. Astin. Yes, sir. 

We are requesting here an increase of over $200,000 in our program 
which is now approximately at the $700,000 level. This is the area of 
measurement which is of most importance to atomic physics, the 
development of atomic energy, and the utilization of the radioactive 
isotopes, which come from the nuc lear piles. 

One of the important new projects is the development of a reference 
standard on isotopic abundance. This is a study which is needed very 
much by the scientists, and it will help the geologists in evaluating 
areas which might be most productive of radioactive ores, for example. 

If this program is carried through it should help in the search for 
uranium. Basically, it is a standardization program, which would 
permit one to determine whether or not there is an unusual or excessive 
amount of radioactive material in a certain place. 

Another important project in this area relates to the measurement 
of neutron cross sections. ‘The neutron is one of the most important 
of our elementary building blocks. It is one of the basic building 
blocks of all atoms, and there is need in the frontier of atomic physics 
to know the cross section of the neutron more exactly. This is a 
difficult measurement problem. It is a standard measurement 
problem. It is one that the scientists are eager for the Bureau to 
undertake. This project would have $14,000 applied to it. 

There are a number of others. 


PROJECT BREAKDOWN 


Mr. Preston. We will insert in the record at this point, pages 
1127 and 1128. 
(Pages 1127 and 1128 of the justification are as follows:) 





| 
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Atomic and radiation physics 




















[Thousands of dollars] 
| Fiseal year | Fiscl year 
| 195 | 1957 
| 

ditt taeeeionciaions 

CONTINUING PROJECIS 
UI; Sa Ns diet nduns deeebndaws -| 9.3 9.3 
ed Fd kod cain aime canoes tinwbon dean Gnwunwme | 14.5 14.5 
00-0499 Consultative and advisory service__...........-...-.....-----.-.------ 30.8 30.8 
rn ID ons ne do ee cob canenciduewseseig cae sntbmsaend 90. 0 90. 0 
a a oo ccnirnsg Mhesaditadeumicidarmrcwaumeiirs | 8.0 8.0 
ee ee oe oS nls ons pamuebucmacdeaeamwoanecuwennuens 18.7 18.7 
ee 11S as laces ba abbamnnvenaudhucwedoadeves 22. 2 22. 2 
ee EE ee ee ak ciel 9.6 9.6 
Geen Beees eneewromery.........2.. 2.2... ncen-nenonne Se oe 29.3 29.3 
ee ed eacacasnionseaynengaumnanen us 30.3 30.3 
bc ection pwhaetabansbuiuusensal 22. 5 22. 5 
re i cn buds ~cdabShbuewadéced sevesuces pcedeeseel 15.8 18. 2 
eo ts idnenuseeignedanansamandnece 11.0 11.0 
eS ee nk ee naccnnanesececdewwnescucs 11.4 11.4 
06-0445 Measurement of atomic properties.............-...-.-...-.-----.------- 45.7 45.7 
08-0455 Radiation theory_-_-._._..-- Sneed adi diasa kw <eantee a cad 12.8 12.8 
ek od dan chamipadindcaebrensenonues 30. 8 30. 8 
arene Meeeeen is POMMNINOITIONIOR. 2°... nono ren cccnceccnecceonee 40.6 40. 6 
ee a an ik aa vacvacuoabideubdcacecatuunwe 52.0 52.0 
Oe Sa so Bh ale ad eeba eae ubtecsenbesen 20.3 36. 1 
Nn neo csc uebuwowabaddenacaducudsesewcas cea 26. 4 26. 4 
11-0465 Fundamental betatron research-.--._- Pie er ee oe eae 74. 2 74.2 
Ss eee ON os os Cawdaln nel deus sosnepnsineemeaubntiwccce- 43. 4 43. 4 
on oo wn daca sncawaduccscecnsawncecucdeacens 7.8 7.8 
13-0476 Gamma ray standards--_-_------ iuusekesPudsusakwestnennstbusenouneesunie 16. 2 16. 2 
penn, COMIN OWING so on. ccc ecewcerncesundaccseee ebdaemmerit 693. 6 | 711.8 

NEW PROJECTS 

re Ge IEG ss cc omen tnabedbabeeneianebab ads wkd sonmaeuie 29. 1 
03-New Isotope standards_.........---- a i ia apr Phas wich ared arte soa 19.7 
Se a oe andi eked eeawobeeoameadtadaenic 5 

re te I Ni, cL ce cduciogatecosensenciotnsedannans| 

06-New Microwave absorption in gases 

oo an cenne ddd aninewnsedvedhaaihenine 

ee oo, Lh caceawabonddinisescueneenpaeeranseacans 
I te et ae ecmebaatbaasaboewencenebenns oe lle 196, 2 

DISCONTINUED PROJECTS 

CB-OAEe  TRCirOR TG COE. ob isk since bc ckiddcdcdnddcs cece ccnecten nd. OB 6 fide cceniiiets 
Total dollar cost....2.....-.-. ibdinaupidbtekes ted dbintblondbswibticaweiekes 695. 0 908. 0 








CONTINUING PROJECTS 


Two continuing projects will receive increases. The first, a study of the basic 
sroperties of the electron, seeks to provide basic data on the nature of the electron. 

he electron, a basic building block of all matter, is far from understood. Yet 
such information is vital to advances in various scientific fields and to technological 
progress. The second seeks to develop more precise X-ray standards and gamma- 
ray measuring devices. The International Commission on Radiological units 
has.urged extension of the range of primary standard instruments. These are 
also needed for biological research. 


NEW PROJECTS 


RADIOMETRIC STANDARDS: The use of radiant energy in communications, the de- 
tection of heated bodies, and the determination of changes in biological specimens 
have resulted in a need for new standards. Those currently available were es- 
tablished in 1915. 
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REFERENCE STANDARDS OF ISOTOPIC ABUNDANCE: Measurement of istopic 
abundance provides information on mineral deposits. Hach group making such 
measurement now uses its own arbitrary standards. Common reference standards 
are needed. 

PHOTOCONDUCTORS AND RELATED PROPERTIES: Photoconductors are important 
in automatic devices, vet the process of photoconductivity is still poorly under- 
stood. Basie principles must be found which will extend the usefulness and 
reliability of photoconductors and will lead to new and improved materials in 
such devices. 

Precise determination of atomic constants: Atomic standards are replacing 
classical standards. For example, field strengths of magnets are now measured 
in relation to the inherent magnetism of the hydrogen atom. Such new measuring 
techniques require the precise determination of atomic constants. 

Microwave absorption in gases: Current theories of microwave absorption are 
very meager, despite its importance to radio propagation. Experimental studies 
in this field are also important to the development of a better quantum theory of 
molecular interaction. 

Neutron cross section: As neutron sources become more generally utilized the 
potential hazard to the population will increase. More effective and economic 
shielding must be developed. The required development demands an increased 
knowledge of neutron processes. 

Photographic emulsion dosimetry: A suitable film dosimeter is needed for 
personnel monitoring and for equipment using soft X-rays. This project will 
investigate experimental and commerical photographic emulsions for such a 
device. 


CHEMISTRY AND METALLURGY 


Mr. Preston. Let’s take up the next item of chemistry and metal- 
lurgy. There is an increase of $162,000; total for the group, of course, 
is a $357,000 increase. 

Mr. Bow. What page is that? 

Mr. Preston. 1106. 

Mr. Botton. It also shows on page 1134, sir. 

Dr. Astin. There are 5 new projects planned in the Chemistry 
Division totaling $128,000. 

One of these relates to basic investigations on paint films, in order 
to get a better understanding of degradation mechanisms of paints 
and lead to better specifications and evaluation techniques for paints. 

Another project relates to providing fundamental data on the 
structure of inorganic compounds. These data, as we accumulate 
them, are used as reference material by the other chemists in the 
country, and as we accumulate and transmit this information on 
basic structures of inorganic compounds, we accelerate the work of 
the whole chemistry profession. 
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PROJECT BREAKDOWN 


Mr. Preston. I think at this point, we should insert pages 1134 
and 1135 in the record. : 
(Pages 1134 and 1135 of the Justification are as follows:) 


Chemistry 


{Thousands of dollars] 


Fiscal year | Fiseal year 


1956 1957 
CONTINUING PROJECTS 

00-0566 Exploratory investigation * 5. 2 5. 2 
00-0599 Consultative and advisory service _____- i 39.0 40.0 
01-0501 Federal specifications a s ; ; ‘ 21.6 21.6 
01-0567 Organic coatings ; os pedis 19.8 19.8 
02-0503 Colloidal syste ns 5 Pe ; i 18.8 30.0 
02-0505 Study of solid adsorbent_____- 23. 3 23.3 
02-0506 ‘Tech of solid adsorbents__ s fate 9.7 9.7 
03-0512 Sugar analysis 4 ‘ ‘ 42.0 43.0 
03-0513 Calibration of polariscopes ; : 10. 4 10.4 
04-0515 Analytical research ; eo a . j 4 ; 34.2 35. 2 
04-0516 NBS standard samples ; : 4 ; ; ; 83.8 83.8 
05-0520 Prep inorganic substances , . oar 14. 6 14.6 
05-0521 Purity inorganic conpounds wees 12.4 12.4 
06-0526 Electroplated coatings ; a3 2.3 
06-0527 Electro coating samples : aa Ne : : 14.4 14.4 
07-0530 Gas analysis Sa ; Pa - salt 12.6 12.6 
07-0532 Use of fuel gases ce : aie . Satie be are 13.7 13.7 
07-0564 Infrared spectra as ; 40. 6 41.6 
08-0533 Acidity and basicity ; Fete d aches Dota ae ‘ 10. 7 10.7 
08-0534 Polar measurements___....__- a eS ee ee “ 25.5 25. 5 
08-0535 PH standards os 4 a ees J : : 26. 6 26. 6 
08-0536 Dielectric constants ____- pantalla tein scam eile Sede les et Se 33. 5 33. 5 
08-0537 Dissociation constants_____- SRS VERE OE iia a cha acta : 11.8 11.8 
08-0538 Physico che’nical data Wud bc dbeat dale needa és nea ; 11.9 11.9 
09-0540 Fundamental thermochem Friel oe alle ca ion 38.8 39.8 
ee 2 Sn ow ocadnddeesuedawaneccwesecane a 14.0 14.0 
10-0544 Spectral adsorption bide acabuke sal = 16.4 16. 4 
10-0545 Spectro standard samples__........._.-_.-_- es 15.3 15.3 
11-0549 Purifying prozesses__- ct ddnbs teakeeaeutten Ee babbbbdee aa 14.4 32. 2 
11-0550 Thermometric standards ida cles Rt ie ad secre Ritalin aiadkic wbiantiids 7.7 ae 

DeGenl, SUN A ONRONE a ig coin eri vcvdnd déecncbdateacncc 645. 0 679.0 

NEW PROJECTS 

01-New Paint film ; 12.5 
03-New Organic reaction mechanisms — : 31.5 
05-New Structure of inorganic compounds..-___- : 20. 2 
06-New Deposition of metal : a : 30.0 
09-New Binding energy of molecules- -- 33. 8 

Subtotal, new projects______- J aa 128. 0 
A ET NE. 5 co a eebcd sécnicnknna bath uawentietidddsn eS 645. 0 807.0 


CONTINUING PROJECTS 


Two continuing projects will receive a major share of the increases. The first 
is basic study: of colloidal systems—systems which are fundamental to various 
produets such as detergents, cosmetics, waxes, and lubricants. The second is for 
the development of methods for producing pure substances. These are needed 
for control in chemical research, for the standard samples program, and as a 
basis for establishing comparability in various commercially produced products. 
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NEW PROJECTS 


Paint film: Fundamental studies of the formation and deterioration of films of 
organic coatings are behind the development of new products. This project will 
study changes that take placé in paints of various types under a variety of 
conditions. The results will lead to improved paints and better uses. 

Organic reaction mechanisms: Present knowledge of organic compounds is 
based principally on empirical observation. Recent molecular studies offer the 
promise of new methods of synthesis and of the systematic study of compounds, 

Structure of inorganic compounds: Experimental data are needed to back up 
the theoretical structure of a number of compounds. For example, such data are 
needed on the magnetic behavior of compounds of platinum. This basic research 
project, using modern methods, will undertake such experimental investigations. 

Mechanism of metal deposition: The process of metal deposition by which 
metals are electro-chemically plated is not fully understood. Yet this is a basic 
process in modern industry. Information on the mechanism of the process is 
required to permit further development and to extend its use to other metals. 

Binding energy of molecules: This is a basic research project which seeks to 
develop a quantum-mechanical theory which will guide the formulation of experi- 
mental research in this division. 

Mr. Preston. I wish to ask you this question. In the event the 
committee does not see fit to grant the full increase, in your judgment, 
would it be better to grant funds for the continuation of existing 


projects, or funds for new projects? 


PRIORITIES AMONG CONTINUING AND NEW PROJECTS 


Dr. Astrn. I don’t think that I could give a general answer on that, 
sir. In some areas, I think it is more important to continue the ex- 
isting projects, or expand some of the existing projects. In other 
areas, I think the new project work is more important. 

For example, in the area of atomic and radiation physics, this work 
on the neutron cross section, which is a new project, is most important. 
They are all important, from my point of view. This is one that must 
be carried on or must be started, I should say. Then again, the con- 
tinuing projects in the area of atomic and radiation physics involve 
the development of more information on safety techniques for the 
shielding problem, and the handling of radioactive materials. That 
is extremely important. 

It is difficult to make a general categorization, that the new projects 
are more important or less important. One would have to take them 
on an individual basis. 

That is what I think we would have to do. 

Mr. Preston. What is normally done in the absence of any direc- 
tion on the part of the committee, you make that decision to set and 
allocate funds? 

Dr. Astin. In consultation with our associate directors and the 
advisory committees which we have. 

Mr. Preston. Doctor, will you now give the committee a general 
statement on what you are doing under the category of mechanics and 
structures. Make it brief. 


MECHANICS AND STRUCTURES 


Dr. Astin. In the field of mechanics and structures, we deal with 
the properties of sound, with mechanical instruments, and with 





125 


structural engineering problems such as the fatigue response to 
transient forces. 

One of the problems is to develop more accurate pressure standards 
for use whenever high pressure is important. Increasingly, in the 
chemical industry, for example, there is processing at high pressures, 
and instruments to measure and control these pressures depend upon 
standards for pressure measurements. 

This work has to be continued and augmented. 

Also, I had mentioned earlier this important international program 
of redetermining the acceleration of gravity. That is one of the new 
projects in this area, 


RADIO SCIENCE AND CRYOGENIC ENGINEERING 


Mr. Preston. And the next category is one of radio science and 
cryogenic engineering. You have an increase in that area 

Dr. Astin. Yes, sir. 

Mr. Preston. Would you give the committee a general statement 

about your activity, present and planned, in this program? 

Dr. Astin. The new electronic calibration center will provide 
central national service to the communication industry of the coun- 
try, both military and civilian. The radio propagation laboratory 
provides basic information to the communication industry, much 
like a weather prediction service, on radio propogation conditions. 
The laboratory operates a vast network of stations, which take 
soundings of the upper atomsphere, and then analyze these data and 
transmit the results to the communications industry. It is planned 
to make an extensive study of the reliability and efficiency of our 
prediction methods in the hope of bringing about a much needed 
improvement in this service. A major new effort would be made to 
increase the efficiency of our prediction service. 

The next major increases would go to a further study and exploita- 
tion of the new modes of radio propagation I referred to earlier. 

Another major area in this radio science category is the development 
of standards for radio measurement. Our budget ‘this year authorized 
an electronic calibration center to meet the needs, primarily, of the 
Department of Defense. In order to utilize this center effectively we 
must accelerate our work on the development of basic standards. So 
there would be some appreciable augmentation to our radio standards 
program. 

Mr. Preston. Is that project at Boulder, Colo.? 

Dr. Astin. Yes, sir. 

Mr. Preston. It comes up under the next category? 

Dr. Astin. The building was under “Plant and equipment.” 

Mr. Preston. At this point since we are discussing it, what is the 
status of the matter now? Have you begun construction of the 
building? 

ELECTRONIC CALIBRATION CENTER 


Dr. Astin. It is my understanding that it went out for bids last 
week. We spent most of last summer and fall in designing the 
building. This is a rather critical job and it took more time than we 
had originally bargained for but the detailed drawings and specifica- 
tions have been completed, and they were sent out for bids last week. 
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PROJECT BREAKDOWN 


Mr. Preston. We will insert in the record at this point page 1156. 
(Page 1156 is as follows:) 


Radio standards 


{Thousands of dollars} 


| Fiscal year | Fiscal year 


1956 1957 
CONTINUING PROJECTS 

00-8410 High frequency tests 8.1 9.9 
00-8428 Mechanical engineering for microwave standards | 32.3 38.3 
00-8471 Microwave calibration . } 35.0 39. 4 
10-8414 High frequency power standards | 25.3 | 28.3 
10-8415 High frequeacy attenuation standards 19.3 | 20.4 
10-8416 High frequency voltage standards 28.1 31.2 
10-8417. High frequency field strength 20.1 21.2 
10-8418 High frequency noise standards 14.7 | 16.4 
20-8460 Radio broadcasts | 96.7 | 99.0 
20-8461 High frequency standards 54.0 | 68. 1 
30-8411 High frequency dielectrics 15.1 | 28.0 
30-8412 Magnetic measurement and standards ; | 21.3 | 29.7 
30-8413 High frequency impedance ; 24.4 33.3 
60-8426 Microwave noise standards ‘ | 29.4 35. 4 
60-8429 F xtreme high frequencies 36.6 44.4 
70-8422 Microwave frequency standards | 33.5 40.1 
70-8427 Microwave dielectric standards ; | 48. 5 58.5 
70-8472 Microwave spectro of gases 14.3 16. 3 
70-8473 Atomic frequency and time standards 45.0 53.7 
80-8423 Microwave power standards 52.4 60. 2 
80-8424 Microwave impedance standards | 39.4 | 46.0 
80-8425 Microwave atteatuation standards ; 44.8 | 52.6 

Subtotal, continuing projects ; i ‘a | 738.3 870. 4 

NEW PROJECTS 

00-New Radio frequency measure survey 10.0 
10-New High frequency current standards ae 10.0 
80-New Microwave field strength ; , : ‘ 9.6 

Subtotal, new projects maid apanbiad beannemn: dhe tenewe - . | 29.6 

Total dollar cost_-....-- a 7 738.3 900. 0 


CONTINUING PROJECTS 


The division program is being strengthened in all of its phases. Major increases 
are being allocated to the study of high frequency dielectrics required by industrial 
and military organizations which are increasing their use of the microwave 
portion of the radio spectrum, and for the development of new and improved 
radio standards. A recent survey of industrial needs indicate that the Bureau is 
falling far short of its responsibilities in this area. 


NEW PROJECTS 


Radio frequency measurement survey: This project will survey the needs of 
science and industry, in preparation for the opening of the new electronic cali- 
bration center. The survey will include an extensive literature search as well 
as discussions with scientists and engineers to discover gaps in the measurement 
program for which adequate techniques must be developed. 

High frequency current standards: This new project is also being activated 
in preparation for the opening of the electronic calibration center. The effort 
will be to develop suitable high frequency current standards which are needed 
as bases for calibration of working standards. 

Microwave field strength: Because of the increased use of frequencies above 
300 megacycles by Government and industry, the need for field strength standards 
is becoming urgent. Above 1,000 megacycles, a knowledge of field strength is 
essential to the study of radio wave propagation in connection with microwave 
relay systems and radar. 
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Mr. Preston. Are there any questions on this item of ““Expenses’’? 


Mr. Tuomas. No questions. 
Mr. Rooney. No questions. 
Mr. CLEvENGER. No questions. 
Mr. Bow. No questions. 

Mr. Horan. No questions. 


PLANT AND EQUIPMENT 


Program by activities: 
1. Facilities__- 
2. Special equipment 
3. Construction: 
(a) Radio laboratory 
(6) Electronic calibration center - -- 
(c) Field station buildings. - 


Total obligations 


Financing: 
Comparative transfers from other accounts 
Appropriation = 


Object classification 


NATIONAL BUREAU OF STANDARDS 


07 Other contractual services 


ALLOCATION TO PUBLIC BUILDINGS SERVICE, GENERAL SERVICES 
ADMINISTRATION 

04 Communications services. 

07 Other contractual services 

08 Supplies and materials 

10 Lands and structures -- 


Total, Public Buildings Service 


Total obligations_.__----- 


BUDGET AUTHORIZATION AVAILABLE 


Appropriation - - 
Obligated balance brought forward 


Total budget authorizations available 
EXPENDITURES AND BALANCES 
Expenditures— 
Out of current authorizations. -- 
Out of prior authorizations___-- 


Total expenditures 
Obligated balance carried forward - 


Total expenditures and balances. --- 


75136—56——_9 





Program and financing 


Obligations by objects 


1955 actual 


$234, 598 
304, 950 


539, 548 


— 539, 548 


1955 actual 


$530, 919 


1 
, 779 
8 
2, 841 


539, 548 


1955 actual 


8, 629 


1956 estimate 


$180, 000 
50, 000 


38, 103 
765, 000 


1, 033, 103 


— 38, 103 


1956 estimate 


$1, 013, 295 


19, 808 
19, 808 


1, 033, 103 


Budget authorizations, expenditures and balances 


1956 estimate 


$995, 000 


995, 000 


430, 500 


430, 500 
564, 500 


995, 000 


995, 000 


1957 estimate 


$212, 000 
208, 000 


80, 000 


500, 000 


500, 000 


1957 estimate 


$500, 000 


500, 000 


1957 estimate 


$500, 000 
564, 500 


1, 064, 500 


372, 500 


564, 500 
937, 000 
27, 500 


1, 064, 500 
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SUMMARY JUSTIFICATION DATA 


Mr. Preston. We will take up the next item. 

Page 131 in the committee print; page 1166 of the justification, 
and we will insert in the record at this point, pages 1166 through 1168. 

(Pages 1166 through 1168 are as follows:) 


PLANT AND EQUIPMENT 


Summary of requirements 


Appropriation, 1956. ’ ‘ $995, 000 
Add: Comparative transfer from “Construction of laboratories”’ - - -- 38, 103 
enn <= ‘ $1, 033, 103 
Deduct: 
Nonrecurring programs, ‘‘Construction of laboratories”’ 38, 103 
Electronic calibration center , 765, 000 
TE vinisimcieatntng ; ek 803, 103 
Base for 1957__-- ‘ : A ebont eateceal 230, 000 


Net difference, 1957 over 1956: 


Requirements Difference, 
| a Samet increase 
By activity | (+)or 
1956 1957 decrexse 
|} adjusted | estimate | (—) 
| 
Facilities. patausione | $180,000 | $212,000 +-$32, 000 
Special equipment-.- 50, 000 208, 000 +158, 000 
Construction Giasheaiete Sibel | 80, 000 +80, 000 
Gross requirements - - - 230, 000 500, 000 +270, 000 


+270, 000 


Total estimate of appropriation, 1957_- is ine ge aoetet ‘ ‘ 500, 000 


EXPLANATION OF LANGUAGE CHANGES 


Deletion: ‘‘and construction of an electronic calibration center at a cost not to 
exceed $765,000;”’. 

This authorization pertains to a nonrecurring item and has, therefore, been 
deleted from the proposed fiscal year 1957 language. 

Addition: “‘purchase of six passenger motor vehicles for replacement only;”’. 

Language has been added to permit the Bureau to replace six passenger motor 
vehicles during fiscal year 1957. No vehicles will be replaced during 1956. By 
fiscal year 1957 all of the vehicles to be replaced will have exceeded either the age 
(6 years) or mileage (60,000 miles) standards for economic replacement. 

Addition: “and, without regard to the cost limitation contained in that act, the 
construction of field station buildings at Anchorage, Alaska, and at Maui, Territory 
of Hawaii;’’. 

Section 2 of 15 U.S. C. 286 of July, 1950 provides “That no improvement shall 
be made nor shall any building be constructed under this authority at a cost in 
excess of $25,000, unless specific provision is made therefor in the appropriation 
concerned’”’. Specific provision is therefore provided in the proposed language to 
authorize the construction of two buildings, each at a cost exceeding the $25,000 
cost limitation contained in that act. 








ame —— 
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Summary of estimated obligations 



































. ” Increase (+) or 
1956 1957 | decrease (—) 
| 
i Saal a el ——| -+---=-— 
Average | | Average | Average 
number | iia number | = number a 
| of | Cost of Cost of | Cost 
positions | positions | positions | 
| | 
Pato Maen Va een, 2. APTI ane oe 
Personal services '.....:..-..5:::-.. 16 | $86, 400 | 34 $197, 700 | 18 | +$111,300 
Other objects - -- = Sonbekekee aces 133, 600 | a 239, 300 | +105, 700 
Applied administrative cost 2... .- val 10, 000 | ul 63, 000 +53, 000 
Total obligations_..___-_-__---- Bi 16 | 230, 000 | 34} 500,000 | 18 | +270,000 
Net adjustments to base (see Sum- | | 
mary of requirements for detail) - -| 1 765, 000 |.....- ieee sein —1 |} 765,000 
Total appropriation_..__-_--- 17 | 995, 000 34 500, 000 17 | —495, 000 


1 Since all positions are charged to the Bureau’s working capital fund, employment as of a given date and 
positions cannot be identified by supporting appropriations. The average number of positions and salary 
costs shown here do not include the portion of these factors which is in the applied administrative costs. 

2A recent ruling of the Comptroller General to the Secretary of Commerce requires that indirect costs 
be applied to plant improvements and construction performed by force account labor, beginning with fiscal 
year 1957. The 1957 estimates include applied administrative costs of $17,800 for that portion of the work 
that is estimated to be performed by Bureau employees. . The remainder of the applied administrative costs 
($45,400 in 1957 and $10,200 in 1956) pertain to the construction of the pilot electronic data processing device 
in the “‘special equipment” program. Since this work is being performed by technical personnel in a tech- 
nical division, it is being charged for its pro rata share of total administrative costs. 


Mr. Preston. This is a request in the amount of $500,000, an 
increase over fiscal 1956 of $270,000. 


ADDITIONAL PERSONNEL REQUESTED 


Dr. Astin, will you discuss the proposed increases of 18 positions 
and $111,300? 

Dr. Astin. Approximately $200,000 of this increase involves the 
continuation of work on this pilot data-processing device which we 
started this year. It is planned that a fair portion of the construction 
of this plant will be by our own staff, although major components, 
such as the memory that I mentioned earlier, consisting of several 
million of these tiny magnetic cores, will be purchased on contract. 
We will purchase as much of this machine as we can from private 
suppliers, but there will be a substantial portion of the effort from our 
own staff members, and the majority of these 18 new positions would 
be people involved in this activity. 

Mr. Preston. In that one activity? 

Dr. Astin. Yes, sir. 

Mr. Preston. How long will this activity continue? 

Dr. Astin. We expect that it will take approximately another 2% 
years to complete the machine. Perhaps 3 years. It is estimated 
that the total cost of this machine would be $950,000. This is our 
current best estimate. We have available for this year, $50,000. We 
are asking for $200,000 for the next year and we will come back in. 
fiscal 1958 for most of the balance. 


POSITION ESTIMATES AND THE NBS COST ACCOUNTING SYSTEM 
Mr. Preston. What do you mean by the language on page 1168, 
footnote 1: 
Since all positions are charged to the Bureau’s working capital fund, employ- 


ment as of a given date and positions cannot be identified by supporting appro- 
priations. 
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Dr. Astin. That is correct, sir. It is a technical question, but 
maybe I better let my budget officer explain it. I think he is more 
familiar with it than I am. 

Mr. Bouton. All employment at the Bureau is charged to the working 

capital fund. Costs for technical work — by our approptia- 
oem, or technical work performed for other Government agencies, 
and costs of construction supported by this appropriation are ascer- 
tained by charges to projects. A person may work one day on one 
project and the next day on another project. The time and cost of 
productive time is charged to the supporting accounts, but the position 
and total employment is carried on the working capital fund. There 
is no employment shown against our “‘ “Expenses” appropriation in the 
usual budgetary sense. We calculate the productive time and the 
productive labor costs by our cost accounting system within the work- 
ing capital fund. 

Mr. Preston. Of course, you would not have to employ the work- 
ing capital system if it were not for the transfer of funds? 

Mr. Botton. That is true, sir. 

Mr. Preston. That is the reason we agreed to establish the working 
capital fund. 

Mr. Botton. Yes, sir. 


ESTIMATES FOR OTHER OBJECTS 


Mr. Preston. Now, Doctor, I wish you would discuss the increase 
of $105,700 under the heading, “Other objects.” 

Dr. Astin. Well, these other objects would primarily be the 
purchase of electronic components which are needed for starting con- 
struction of this pilot data processing plant. Perhaps it might be 
simpler to talk about all of these things under “‘Plant and equipment,” 
in terms of end project. That is, rather than under this heading. 

For example, personnel services here and the other contractual 
services are largely related to the pilot data processing machine, 
whereas under this other summary, on page 1174, are planned struc- 
tures which are related to the construction of buildings in our radio 
field sites. This is why I suggest it might be better if we talked about 
this in the other context. That is, the structure items shown on page 
1174 are related to the request for $80,000 to construct a building at 
Anchorage, Alaska, and in Hawaii. In Hawaii, $30,000 and $50,000 
in Alaska. These would be buildings for housing the radio work at 
those two stations and that portion of it that is classified as ‘“‘Land 
and structures,”’ is indicated on 1147 at $77,400. 

The estimates for personnel services, the other contractual services, 
supplies and materials and equipment, are related to the total pro- 
grams supported by this appropriation: the construction of the data 
processing machine, the general mechanical rehabilitation program 
of the Bureau, and the construction of minor structures needed by the 
technical program. These are all discussed on page 1169. 


NEW BUILDINGS IN ALASKA AND HAWAII 


Mr. Preston. We allowed you $15,000 the other day to acquire 
the land in Hawaii. How much do you plan to spend on the build- 
ings? 





Dr. Astin. We plan to build two new buildings, one at Anchorage 
and one in Hawaii. In Hawaii, $30,000. ‘This is shown on 1173, sir. 
The $15,000 for the purchase of land, that we discussed a few weeks 
ago, will be spent out of our 1956 appropriation. 

Mr. Preston. We understand that. 

Dr. Astin. In this, only structures are involved at the present time. 
One structure in Hawaii and one in Anchorage, Alaska. 

Would you like me to review again the nee d for these structures’ 

Mr. Preston. We just went into the Hawaiian situation a ttle 
while ago. We would like to hear about Anchorage, Alaska. 

Dr. Astix. The present structure at Anchorage is one which has 
been given to us by the Air Force. It was actually, according to my 
understanding, condemned by them as being unsuitable for their use 
when they turned it over to us. We feel that if we are to continue to 
make the observations that we are now making in Alaska and provide 
the services which stem from Alaska, we should have a better structure 
for the people who have to make the observations up there. 

Alaska is the center where all of the data that we get on radio propa- 
gation conditions in the North Pacific area and in the Arctic area are 
brought together, analyzed, and from these data, we issue what we 
call a warning service to the communications people about changes 
which are expected to take place in the near future effecting radio 
propagation. 

MAGNETIC STORM FORECASTS 


In particular, one of the things that take place are these magnetic 
a which cause radio blackout. These can be predicted with a 
fair degree of reliability. 

Mr. TaHomas. Did you predict that one we had last week? 

Dr. Astin. My guess is that it was predicted, although I don’t 
know exactly. 

Mr. Tuomas. It lasted for 15 or 20 minutes, I understand. Are 
you sure it was predicted? 

Dr. Astin. I am not sure, sir. I can check and let you know, if 
you would like me to. 

Mr. Tuomas. I think it caught everybody flatfooted and no one 
was prepared for it. 

(The following statement was supplied later:) 

Congressman Thomas presumably referred to a radio blackout of approximately 
15 minutes’ duration which occurred on March 15. This was classed as a sud- 
den ionospheric disturbance (SID), a phenomenon which is generally not pre- 
dictable. This particular SID was not predicted by the Central Radio Propaga- 
tion Laboratory. <A large radio communications disturbance of substantially 
longer duration which took place on March 10 and 11 was predicted well in ad- 
vance by the Boulder Laboratories. Warnings were broadcast over WWYV and 
WWVH 24 hours in advance of the disturbance. 

Dr. Astin. We don’t get them all, any more than the Weather 
Bureau gets all of theirs, but the percentage of reliability of our 
forecasts has been pretty good, and it is considered a very important 
service. 

This picture is available for you to look at. It is a photograph of 
the present building at Anchorage, which we hope to replace. In 
addition to the building i improving the reliability of the work, making 
it easier to carry out the w ork, I think also there is the general morale 
effect on the staff of having a better working condition. It is difficult 
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enough to get people to go to Anchorage, Alaska, without requiring 
them to work under a handicap. 


AVAILABILITY OF ARMY AND AIR FORCE PROPERTIES 


Mr. Tuomas. Don’t the Army and Air Force have properties up 
there that you could use, without disturbing them, and certainly 
answering your purpose? 

Dr. Astin. The only kind we can get are those which they don’t 
consider fit for use anyway. This structure at Anchorage will be 
put on the Air Force site. We will use their land for it. 

Mr. Pruston. Is this the total amount, $50,000, for the building? 

Dr. Astin. Yes, sir. 

Mr. Preston. Are there any further questions? 


MAUI, HAWAII, STATION 


Mr. Preston. How about Hawaii? I don’t recall, when we heard 
this matter, that we were going to have an extensive building program 
on this land we permitted you to buy. 

Dr. Astin. I thought I mentioned that we would have a construc- 
tion item in this budget. I thought I mentioned to you, at the 
hearings on the acquisition of the land, there would be a construction 
program in our 1957 budget. 

Mr. Tuomas. Where is this new building? I don’t see it mentioned 
in the justifications. 

Mr. Preston. I will have to depend on the witness for that. 

Mr. THomas. What is the square footage? What are you planning 
to spend for the square foot? Some of that cost goes up to $25 a 
square foot. What are you going to spend? 

Mr. Bouton. I don’t know. 

Dr. Astin. My budget officer tells me his understanding is about 
3,000 square feet in Hawaii, and about 1,500 at Anchorage. 

Mr. Preston. Insert the statement in the record at this point 
giving the exact square footage and the cost per square foot 

(The statement above-mentioned is as follows:) 





Hawaii, estimated cost, $15 square foot; 2,000 square feet. 
Alaska, estimated cost, $30 square foot; 1,660 square feet. 

Mr. Preston. How much of a building program are you going to 
have at Hawaii? 

Dr. Astin. To the extent of $30,000. 

Mr. Preston. Is that all of it? 

Dr. Astin. Yes, sir. 

Mr. Preston. Are there any questions on this item? 

Mr. Tuomas. No questions. 

Mr. CLevenGcER. No questions. 

Mr. Bow. No questions. 

Mr. Horan. No questions. 
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CONSTRUCTION OF FACILITIES 


Program and financing 





| 
1955 actual | 1956 estimate | 1957 estimate 





Program by activities: | 
1. Design and engineering ont : ‘ , $1, 700, 000 




















2. Construction.......... | 800, 000 
Total obligations. __- . elas 2, 500, 000 
Financing: Unobligated balance carried forward_____- | ay 250, 000 
oes ; a aeate 
pC a a | 2, 750, 000 

| 

Obligations by onjecte 

Object classification | 1955 actual | 1956 estimate | 1957 estimate 

ALLOCATION TO PURLIC RUILDINGS SERVICE, GENERAL | | | 

SERVICES ADMINISTRATION 
02 Travel. . | $10, 000 
04 Communication services 2, 000 


06 Printing and reproduction ea ‘ 50, 000 





07 Other contractual services 1, 638, 000 
10 Lands and structures. - | 800, 000 
a a ala 2, 500, 000 


Budget authorization, expenditures and balances 


1955 actual | 1956 estimate | 1967 estimate 











' 
BUDGET AUTHORIZATIONS AVAILABLE | | 
| 
ah a senasececcsieesccncceveen vin 
EXPENDITURES AND BALANCES 


Total expenditures (out of current authorizations) - --_.--_---- Secreta coencotasiee S aeda 1, 500, 000 





Balance carried forward: 
I. 3 sooth «auch bwweldudnbod bacon ee ee eden de | 250, 000 
eS eee en ghtcitin in as ieiebedeeousweien camestithinbeeiiss : _1, 000, 000 
Total expenditures oe behead eS cee pivedeteoudeuk Siuedes 2 2, 750, 000 


' ‘ 
' ' ile 
| 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. There is one more item. That is the construction 
of facilities, page 134 of the committee print and page 1175 of the 
justifications. 

We will insert in the record, pages 1175, 1177, 1178, 1179, 1180, 
and 1181 of the justification. 

(Pp. 1175 through 1181 are as follows:) 


Summary of requirements 
Appropriation, 1956... opeade vtec ects sens = — 
Base for 1957_. 

Net difference, 1957 over 1956: 


Requirements Difference, | 
increase (+)| 
| or decrease | 
1956 1957 (—) 
| 
| 


By activity 


estimate estimate 








EI ING GUTS o.oo os os creck cues. ane ..| $1, 700, 000 |+$1, 700, 000 
Construction.......-..- eee ae eee 800, 000 +800, 000 


500, 000 | “42, 500, 000 +$2, 500, 000 


nS | 


Balance available for obligation in subsequent 


JOBE wccccocncccccenceccenscocceses 250, 000 


Total estimate of appropriation, 1957........]..-..-..---.]------------ pivaantene 2, 750, 000 





| 
Gross requirements. __- coe 
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The budget for fiscal year 1957 proposes an appropriation of $2,750,000 for 
preliminary work necessary for construction of facilities for the National Bureau 
of Standards. These facilities will be constructed on a tract of 400 to 500 acres 
of land to be selected outside the District of Columbia. This would permit con- 
solidation of the operations now located in Washington, D. C.; Sterling and 
Arlington, Va.; Beltsville, Md.; and the 26th Street Annex. 


STATUS OF PHYSICAL PLANT 


The National Bureau of Standards is presently housed in 89 buildings on a 
69-acre tract at Connecticut Avenue and Van Ness Street NW., Washington, 
D.C. This site has been occupied by the NBS since 1903. Of the 89 buildings, 
36 are of a permanent type. The remaining 53, or a little less than two-thirds, 
are temporary structures. 

Most of the temporary buildings were built during the emergency and war 
vears. These were hastily constructed wherever space and _ utilities would 
permit, and were never planned to be permanent units of the Bureau. The 
average age of the temporary buildings is 12 years: 15 are of prefabricated sheet- 
metal construction whose normal life expectancy is about 10 years; 14 have now 
exceeded their life expectancy and will have to be replaced within the next 5 
years; 25 are of frame-and-wood construction, requiring an unusual amount of 
maintenance and repair. 

The average age of the permanent buildings is 30 years. They are presently 
outmoded for modern research, expensive to maintain, and require frequent 
repairs and improvements. Even if these buildings were completely refurbished, 
they would still be inadequate for the scientific programs which must be under- 
taken in their laboratories because of the lack of proper conditions for precise 
experimental work such as temperature and humidity controls. 

In recent years, the Bureau has expended approximately $2 million in extra- 
ordinary maintenance to rehabilitate the electrical system, and already there are 
inadequacies in the rehabilitated system. The Bureau is presently concluding a 
program of rehabilitating mechanical facilities at a cost of approximately $1,300,- 
000. Considering the age of these facilities, it is only reasonable to expect that 
additional large costs will be necessary to maintain them in minimum operating 
conditions. 


OPERATIONAL AND ORGANIZATIONAL DIFFICULTIES IN PRESENT BUILDINGS 


The Bureau’s technical program has grown considerably since 1901 as additional 
responsibilities have been assigned. The physical plant to accommodate this 
growth has been provided in a more or less haphazard way, which has resulted in 
wide separation of closely related reserach units. It has become difficult to pro- 
vide effective management for the Bureau’s research under these conditions. 
There is no technical division having all of its sections consolidated in one area. 
The average technical division is housed in about 8 different buildings; the most 
exaggerated case is the Building Technology Division, which is located in 17 build- 
ings. Such a dispersal of the technical operations results in difficulties in super- 
vision and coordination of project work. 

The administrative divisions serving the technical divisions are likewise widely 
dispersed throughout the grounds, each division being in a different location and 
having as many as eight different buildings where administrative operations are 
performed. This is inconvenient both from the point of view of proper manage- 
ment of these activities and the efficient provision of services to the technical 
divisions. 

The Bureau’s management has considered regrouping many activities within 
the Bureau’s grounds. But the restrictions of the present site have made it 
impossible to effect a complete and proper resettlement of the Bureau’s organi- 
zation. Relocation into a planned facility would provide numerous efficiencies 
now impossible in the presently dispersed activities of the Bureau. 


RELOCATION AND NATIONAL DEFENSE 


The ability of the Bureau to contribute to emergency and war programs has 
been substantially demonstrated during past wars. The extent to which the 
Bureau could be expected to contribute to defense programs is dependent upon 
maintaining the staff as an integrated team in adequate facilities. 

The Bureau is presently located only 3.6 air-miles from downtown Washington, 
extremely vulnerable in the event of an atomic attack. Only six of the present 
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structures are of steel and reinforced concrete, and only these could be expected 
to remain structurally sound after such an attack. The result would be the 
destruction of much of the Bureau’s physical plant, its machinery, laboratory 
equipment, delicate instruments, and the Nation’s reference standards. It is 
estimated that after destruction of the Bureau’s facilities in the event of an atomic 
attack, it would require more than 10 years to reconstitute laboratories such as 
those of NBS with their highly trained technical personnel. These considerations 
reemphasize the need for a new and safe site from which the Bureau might con- 
tribute to the restoration of our industries, and to the support of our military 
programs. 
IMPORTANCE OF RURAL LOCATION 


In 1903, when the Bureau moved to its present site, it was sufficiently removed 
from other activities so that its programs could be conducted without interfering 
with community life in the neighborhood. However, in the intervening years, the 
city has grown up around the installation and the Bureau is now relatively in 
the center of one of the more populated areas. This has resulted in restrictions 
on the free use of the site because of the noise, air pollution, explosion, and other 
hazards. In some cases, it has been necessary to spend additional funds develop- 
ing special equipment and protective measures to avoid endangering the sur- 
rounding community. 

Certain scientific programs, such as those in nuclear physics, research in fuels, 
and research in heat and sound, should be expanded. Such expansion could be 
sarried out only with difficulty at the present site. A rural location would provide 
much more flexibility and would permit the expansion of these, as well as other 
programs, which are now cramped for lack of adequate facilities. A rural location 
would remove the Bureau’s work from the variety of mechanical, electrical, and 
atmospheric disturbances present in an urban location and would reduce the effect 
of these forces upon precise scientific measurements. Ata rural location, it would 
be possible to plan for special facilities, buildings, and areas where toxie or dan- 
gerous experiments could be conducted safely without danger to residents of the 
area and with a minimum interference to Bureau work from activities in the 
surrounding community. 


PROPOSED FACILITIES 


The proposed relocation contemplates the purchase of 400 to 500 acres of land 
to be selected outside the District of Columbia. The relocation of the Bureau 
will permit disposal of the present location and termination of activities at Sterling 
and Arlington, Va.; Beltsville, Md.; and the 26th Street Annex. 

Although not yet planned in detail, it is expected that the proposed facilities 
will provide approximately 1 million square feet of space, as compared to the 
840,000 net square feet of space now occupied by Bureau personnel, to accommo- 
date the Bureau activities and to permit future expansion of the Bureau in con- 
nection with the general growth of technology. 

These facilities will be constructed under the general supervision of the General 
Services Administration. The General Services Administration estimates that 
costs of the construction under its direction will be $40 million. These estimates 
are as follows: 
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Estimated General Services Administration costs 








bs ; ieee 
tt Net square | Estimated | Estimated rh 
Facility feet cost cost Total 
ial etiieaithaicactela ak | —— Bs S 
I a a saunas tia aan $750, 000 


Main building: 
Basement, 6 stories and penthouse, brick | 
with stone trim, reinforced-concrete frame 

with spread footings. Cafeteria and audi- } 
torium included. Fluorescent lighted | 


and air conditioned _______ Be - 940, 330 | 27, 770, 000 
RS a pci 24,035 | | 1, 500, 000 
Radioactive building________ Thee mace 25, 000 | | 1, 450, 000 
Nine miscellaneous buildings____ a ae 65, 985 | 2, 270, 000 
Underground vaults__..____ ee AO 820 12, 000 
Se Se att a dcniicn bean 40, 000 | 500, 000 
Sewage disposal____________ si decaitl aidiedieiniana baal tare Niiakt Ee bee aa 225, 000 


Water supply 640, 000 
ae gan L anahinsoma 200, 000 


Cafeteria and protection equipment Sah eshaleseenaidcdilttiedot | 125, 000 
Roads, walks, fence, guardhouse, and street | | 
lights. _- See ee = Bs : 400, 000 
Reservations. __- ea ie ie Re Oe SS eat daatainiacn ais 200, 000 
Se sabi Mnectadoataccniaaa” 1, 800, 000 
General expenses: 
Drawing end specifications.................|...........<.. $1, 755, 000 | 
Supervision and inspection.____- antenatal aaeeeat cnt 325, 000 
ees ee oat 78, 000 


Total, estimated cost- ee poe : ..----.--|———_—__—_—— 


I aN |__| 2, 158, 000 | 
$40, 000, 000 
| 


The 940,330 net square feet included in the category headed main building 
include the following: 


ee ee ee ies oe de dee pore 123, 880 
Conference rooms De ee ee eee : 10, 000 
Sa a cee aim veauien 12, 000 
INNO oa a. we en Sa ee raise eS as aa 5, 000 
Tee Ne 509, 705 
SAN Lie pel any Sawee teens nee ees pepe e nes eens ae < 50, 000 
Special- -purpose space 42 ee a ee a ne ie ng | 64, 965 
Stock sample and supply rooms___________--_-. Fe oe 103, 780 
ces oo eS ete Ae) 5 one Eee, Press Le 36, 000 
Cafeteria ____- po eee. So Sk Ne ee ai staal ance ts 25, 000 
ee A ee ee ee ok oe Ch 940, 330 

The requested appropriation of $2,750,000 will be used for’ the following 


activities: 


ns iE RN ok os tae tntgit elie ane cikdineteabadtial $50, 000 
Purchase of land_-_-_- a a a: 750, 000 
Preparation of plans and spe NO it oo an cow aes 1, 750, 000 
General office expenses saidiaaaicdeas ‘ 50, 000 
UN 5h es 2 eS gE es eS 150, 000 


TN a de inden tiacee irmiaateibtes Ata adic cates nai wie aire aie _. 2, 750, 000 


The estimate for the cost of land is based on general land values. The estimate 
for preparation of plans and specifications is based on the cost of development of 
such documents for highly specialized facilities. The costs of NBS assistance in 
specifying the requirements of the facilities and developing these plans is also 
included in this estimate. The design is proposed for accomplishment by contract 
with private architects. 

It is estimated that a site can be selected and design started within 3 months 


after approval of this item. One year will be required for completion of plans and 
specifications. 


Dr. Astin. May I call attention to an error in our justification? 


On page 1177 on the first line, it says $3 million. That should be 
$2,750,000. 
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Mr. Preston. Doctor, you had better put on your top hat and your 
patent leather shoes now, and give us a good sales talk on this one. 

Dr. Astin. This is a very important request and one which was 
arrived at after considerable study and soul searching. 

Mr. Preston. What does this item represent, for the record? 

Dr. Astin. This item represents a request, I should say the first 
step of a request, to provide a complete new facility for the National 
Bureau of Standards. This specific estimate relates to an authoriza- 
tion to acquire a new site and to develop the detailed architectural 
plans for a new facility for the Bureau. 

Mr. Tuomas. Site and plans? 

Dr. Astin. Site and plans. Yes, sir. 


NEED FOR A NEW NBS FACILITY 


We have been concerned with the inadequacy of our present build- 
ings, not the site specifically, for a number of years. There are 
numerous inadequate temporary structures which present rather high 
maintenance problems. The way the Bureau has grown, we have an 
almost haphazard layout of our organizational units. There is no 
division in a single building, and many divisions are in several build- 
ings. One of our most important needs right now is for a central 
administrative facility where all of our administrative activities 
could be brought together. 

Over the years we have considered this problem and worked on 
plans for a major rehabilitation of our present location. The accom- 
plishment of these plans would be costly. It is our feeling that at 
best, whatever we do to rehabilitate our present site would last for 
perhaps a decade or so, and then we would be faced with the necessity 
of moving. 

As I explained in the beginning, our job is to provide technical 
services relating to measurements and standards for scientists and 
engineers. We are concerned with attempting to see how these 
needs are going to develop over the coming years and it is our best 
estimate that although we might get by on our present site for per- 
haps 10 or 15 years more, the growing importance of science would 
bring us to a situation in about that time, where we would be 
blocked in. 

Therefore, it appears to us that if we do undertake a major re- 
habilitation at the present site, a major reorganization of our build- 
ings, and some new construction, these changes would be a temporary 
solution. Probably the intelligent thing is to relocate the organiza- 
tion at this time and hope to get a site with enough ground so that 
perhaps it would serve the Bureau for another 50 or 75 years. I 
might point out that when the Bureau moved to its present site, in 
1903, it was a rural location. 

Many of our activities require field work. They require activities 
outside, and we have interferences by being located in the center of a 
well-developed residential area, and we frequently get complaints 
from our neighbors about some of the things we do. Furthermore, 
we have a continuing administrative and phy sical security program 
by virtue of the fact our grounds are bisected by a public highway. 
We tried to do something about this, but the District Commissioners 
won’t let us close the highway. This is one of several problems which 
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we have by attempting to conduct our operations in the center of a 
residential area. 

We feel we should move out some distance, and logically plan our 
facility to enable us to carry out our activities more effectively. 
Basically, this is what we are after. We consider it a most important 
decision, and we welcome the opportunity of discussing this situation 
with you. 

Mr. Preston. Now, I know that the question of value sometimes 
should be let off the record, but I would like to know this. Your 
information must be fairly complete if you are going to consider this 
item. Have you made an appraisal on existing buildings which the 
Government now owns, where the Bureau is presently located? 


VALUE OF PRESENT FACILITY 


Dr. Astin. Yes, sir. GSA has appraised the land value, without 
the buildings, at about $3 million. 

Mr. THomas. Sixty-nine acres at what? 

Mr. Botton. I| believe, sir, the valuation is $40,000 an acre. 

Mr. THomas. $40,000? 

Dr. Astin. That is about $1 a square foot. 

Mr. Preston. Doesn’t GSA take into account the salability of 
existing buildings and the worth of those? What it would cost to 
dismantle them? 

Dr. Astin. To my knowledge, they have not done this at the 
present time. 

Mr. Botton. Using a 1947 appraisal value for most of the build- 
ings, they are carried on our books at approximately $20 million for 
the buildings. 

Mr. Preston. Do you mean as standing structures? 

Mr. Bouton. Yes, sir. 

Mr. Preston. But we have to think in terms of what they would 
be worth to dismantle and sell the used brick and material in the 
buildings. Do vou have any figures to present to the committee on 
that? 

Mr. Botron. No, sir. 

Mr. Preston. How do you expect the committee to pass on this 
question intelligently if vou don’t have all the figures? 

Mr. Bourton. | believe if we were to vacate that property, it would 
be taken over by GSA as surplus to the Government needs and go 
through a regular disposal procedure. It would either be picked up 
as needed by another Government agency, or sold on bid by GSA. 

Mr. Preston. Well, that is true if we are going to use the buildings, 
but the real value in that property lies in development rather than 
that, if we are to realize any money out of it; the sale for development 
purposes. 

Dr. Astin. It is my understanding that subsequent use of this 
facility is up to GSA, to at least make an initial determination as to its 
use. They have not advised us of any of their plans or studies of this, 
other than that they consider the land to be worth about $3 million. 
That is all we have been able to get from them so far. 

Mr. Tuomas. $3 million. That is $40,000 an acre. 
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Dr. Astin. If some of this other information is of current interest 
to the committee, we would be glad to contact the GSA and get what 
we can and insert it in the record. 

Mr. Preston. I don’t know whether this is accurate or not, but 
it is my information that permanent-type buildings, such as those 
owned at the present site, would not bring any money into the Treas- 
ury, but the Government would have to spend money to have them 
dismantled. 

Dr. Astin. I have no information on GSA’s plans for the site. 

Mr. Preston. Now, some fifty-odd of these buildings are tem- 
porary in nature, are they? 

Dr. Astin. Yes, sir. 

Mr. Preston. Some thirty-odd are permanent? 

Dr. Astin. Thirty-six are considered permanent. 

Mr. Preston. Some of them are buildings which would have no 
value whatsoever, except for scientific purposes. 

Dr. Astin. One might do some renovating of the high-voltage 
laboratory which could be converted into a movie theater. I don’t 
know. It is a rather large, open area. 

That is just a possibility. In general, I would say that many of the 
buildings would have no value. They would be a liability if the prop- 
erty were disposed of. 

Mr. Preston. There seems to be a sort of rash of requests for new 
buildings around the Capital now. One agency gets one approved, 
and everybody says, ‘‘Now is the time to move.” How long have 
you been thinking about this, Doctor? 


BACKGROUND OF THE REQUEST 


Dr. Astin. We have been thinking about major rehabilitation for— 
well, going back to. the mid-1930’s. There were plans then developed 
for a so-called administration building which would bring some con- 
solidation on the present site. There are about 20 years of history of 
plans to try to do something more constructive at the present site. 
For approximately the past 3 or 4 years, we have been wondering 
whether or not we should work on the present site or whether or not 
we should relocate. 

Mr. Preston. Doctor, the $40 million that you are talking about 
for new buildings, does that just include the bare buildings? 

Dr. Astin. That includes the bare buildings. It w ould not include 
special equipment nor the cost of moving. 


ESTIMATED COSTS OF MOVING AND SPECIAL EQUIPMENT 


Mr. Preston. What are those estimates? 

Dr. Astin. We don’t have any estimates on those. ‘Those would 
come out of the study, but I don’t know whether my budget officer 
would want to make a wild guess; but it would be no more than a 
wild guess. 

Mr. Boron. Without regard to special facilities that might be 
added to our building, our experience has been that equipage and 
moving costs may run “50 percent of the structure cost. 

Mr. Preston. Pardon? 
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Mr. Boiron. Our experience—without regard to special facilities 
that might be needed—is that the equipage and moving costs might. 
run 50 percent of the structure cost. 

Mr. Preston. Is that in the heighborhood of $20 million? 

Mr. Bouton. Yes, sir. 

Mr. Preston. Of course, there would be special equipment. 

Dr. Astin. There would be some special facilities; yes, sir. 

Mr. Preston. Of the $2,750,000 you are requesting, $750,000 
would be for the purchase of land. How many acres? About 500? 

Dr. Astin. About 500 acres. 

Mr. Preston. And $1,755,000 for preparation of plans and specifi- 
cations? Does that term, “plans and specifications,” imply the same 
thing that it normally implies? 

Dr. Astin. Yes, sir. 

Mr. Preston. Architectural fees, etc. 

Mr. Botton. Yes, sir. 

Dr. Astin. That is right. 

Mr. Tuomas. $2,700,000 won’t do the job, will it? You have to 
buy your ground. Then you have to prepare it. 


ROLE OF GENERAL SERVICES ADMINISTRATION 


Mr. Botton. These estimates were prepared by the GSA and 
accepted by us as based on their experience. 

Mr. Preston. This is the first time that the matter has been sub- 
mitted to Congress, is it not? 

Dr. Astin. Yes, sir. 

Mr. Preston. Did you bring anybody from the GSA to testify 
about this? 

Dr. Astin. No, sir. 

Mr. Preston. Has GSA gotten to the point where they think they 
can go forward and bring a $40 million project to the Hill and not 
come up and say a word about it? 

Dr. Astin. We had some discussion with them and it was our gen- 
eral understanding that since the need was ours, we should carry the 
request. It was felt that our facility was such a special purpose, that 
we should carry it ourselves. One can use the lease purchase only if 
one is building a general office. 

Mr. Tuomas. Of course, the lease purchase is a different thing. 
This is outright Government construction. In lease purchase, some- 
body else is doing the construction. The Government pays for it 
over a period of 25 years. 

Mr. Preston. GSA would do the construction of this building? 

Dr. Astin. Yes, sir. 

Mr. Preston. GSA would dispose of existing facilities that you 
now occupy? 

Dr. Astin. That is correct, sir. 

Mr. Preston. This committee would certainly want to know what 
plan, if any, they have for these facilities. 

Do they have the basic authority for this, without any special 
legislation? 

Dr. Astin. GSA says they do. That is my understanding. 

Mr. Preston. They do but you are asking for the appropriation 
yourself. 
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Dr. Astin. It is earmarked for transfer to the GSA. 

Mr. Preston. Do you have language in this committee print? 

Mr. Tuomas. Yes. It is available for transfer. 

Mr. Nreutson. Mr. Chairman, I believe if the committee desires, 
that before the hearings are over, we could arrange with GSA to have 
someone come before the committee and discuss this building. 

Mr. Preston. Well, the committee so desires. 

Mr. Nietson. We will get in tough with GSA and make arrange- 
ments with you to have someone here before the hearings are over. 


RENTAL PROPERTY PRESENTLY BEING USED 


Mr. Tuomas. No rental property is involved in the present property 
that you now occupy? 

Dr. Astin. We mn a small area in Alexandria, which we rent for 
some work we are doing for the Navy, Bureau of Aeronautics. I 
think that is the only rental property that we have in this area now. 
All our tract, the 68 or 69 acres that we occupy out on Connecticut 
Avenue, is Government property. 

Mr. Preston. You have no figures to present to the committee 
which would indicate any saving from the standpoint of maintenance 
and upkeep? 

Dr. Astin. That would be difficult. I am sure that our maintenance 
problem and our upkeep problem and our guard problem will all be 
simpler in a new facility, but it is difficult to say what savings we might 
effect. 

Mr. Preston. Simpler but not cheaper. 

Dr. Astin. If it is possible to make it cheaper, the committee knows 
I want to. 

Mr. Preston. I am sure of that. 

Dr. Astin. As you know, our program is run under a cost account- 
ing procedure where we distribute all our administrative and mainte- 
nance costs against the end product or project. We are in business to 
do scientific work, and anything that we take out for administrative 
activity reduces the amount of funds available for scientific work and 
our objective is to keep the administrative costs as low as we can. 

Mr. Preston. Naturally, our first reaction would be we feel it is a 
matter of national pride in having a splendid scientific laboratory set 
up for the Bureau of Standards, but at the same time, $50 million is a 
large sum. 

Mr. Tuomas. It will probably be 85 to 100 before you get through. 

Dr. Astin. Mr. Chairman, I felt in terms of our responsibility, we 
should make some long-range plans for our program. We have 
arrived at this conclusion, and it is our responsibility to present the 
facts to you. If they are shocking, then we are shocked, too. 

Mr. Preston. Are there any questions? 

(No questions.) 


ESTIMATED COST OF REHABILITATION OF PRESENT SITE 


Dr. Astin. I might mention that our estimates of cost for rehabil- 
itating our present site are in excess of $20 million. 

Mr. Preston. That is an important figure. 

Dr. Astin. Several years ago, we had the GSA conduct a site 
development plan for our present survey, looking to the systematic 
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layout of buildings and the elimination of temporary structures, and 
so on; and their estimate is that the implementation of this plan was 
well over $20 million. 

Mr. Preston. Thank you, Doctor, for a very interesting hearing 
this morning. 
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j 
1955 actual | 1956 estimate | 1957 estimate 
Program by activities: 
Direct obligations: | 
1. Surveys and charts for marine and air navigation_. $6, 689, 484 $6, 956, 000 | 57, 180, 000 
2. Geodetic control 2, 338, 877 | 2, 420, 000 | 2, 467, 000 
3. Earthquake investigation 141, 006 | 149, 000 149, 000 
4. Instrument services 215, 797 | 232, 000 232, 000 
5. Retired pay, commissioned officers 361, 059 | 421, 000 446, 000 
6. Administration 514, 475 | 546, 000 546, 000 
Total direct obligations le eo ee : 10, 260, 698 | 10, 724, 000 11, 020, 000 
Reimbursable obligations: 
1. Surveys and charts for marine and air navigation 
(a) Defense " : 1, 432, 570 | 2, 192, 600 | 1, 956, 000 
(5) Other accounts 7 101, 266 | 103, 400 85, 000 
(c) Non-Federal sources re | 87, 536 13, 000 12, 000 
2. Geodetic control | 
(a) Defense... _-- ie iniack eis | 1, 243, 830 |) aa er 
(6) Other accounts. . spec a al 1, 221 i aes 
(c) Non-Federal sources... ..._---- Gesedecaeal 90, 621 | 18, 300 5, 000 
3. Earthquake investigation --...................-.-...| 3, 524 10, 000 9, 000 
4. Instrument services. -- LE capanckvaaebedal 38, 387 | 15, 000 15, 000 
Sl IN to 6 22 lc cciusvcebondubkoudunnusece | 30, 108 | 50, 000 | 25, 000 
Total reimbursable obligations : 3, 029, 063 | 3, 252, 000 | 2, 107, 000 
I a ll oe ed 13, 289,761 | 13, 976,000 13, 127, 000 
Financing: | 
Advances and reimbursements from— | 
Other accounts or. Bas tl. —2, 850,535 | —3, 220,700 | —2,090, 000 
an IOI no oe ae eee os —178, 528 | —31, 300 —17, 000 
Unobligated balance no longer available.-.........._._- 7 9, 502 ‘i SSSR Ee ae 
PC i iss asc siacaemaislweie 10, 270,200 | 10,384,000 11, 020, 000 
Proposed supplemental due to pay increases. ---_- | 340, 000 





Note.—Reimbursements from non-Federal sources are from proceeds from sale of personal property (40 


U. 
C., 883 (e)). 





S. C. 481 (c)) and furnishing special purpose charts and maps and other related survey data (33 U. 8. 


esse 
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Ob! epatoens by obje cls 


Object classification 1955 actual | 1956estimate 1957 estimate 


COAST AND GEODETIC SURVEY 


Total number of permanent positions ae Sales 1, 581 1, 586 1, 524 
Full-time equivalent of all other positions... _---- aaeaees 492 484 457 
Average number of all employees ae : ; 1, 890 2, 004 1, 929 


Number of employees at end of year e woe 2, 009 2, 140 2, 035 
Average salaries and grades: 
General schedule grades: 

Average salary -__- re es ee a ap $4, 632 $4,913 $4, 964 

Average grade iS eee eee ' ath EO 8 ay GS-6. 5 GS-6. 4 Gs—6, 4 


Ungraded positions: 
Wage board employees: Average salary_._...-- $5, 512 $5, 510 $5, 655 
Crews of vessels: Average salary__...--- : a $3, 335 $3, 383 $3, 599 


Personal service obligations: 





Permanent positions_-___- phe in a ae $7, 027, 563 $7, 873, 400 $7, 699, 200 
Positions other than permane nt: 
Part-time and temporary. --_.....-- ee 166, 559 104, 300 93, 400 
i Crews of vessels . Suara . 1, 437, 417 1, 502, 200 1, 515, 200 
Regular pay above 52-week base sec ecnccumia aan 22, 466 27, 800 af 
-ayment above basic rates___.__- 180, 571 239, 500 148, 800 
Allowances for subsistence and quarters for commissioned 
Gn ce inn SRE a a ts Loe 296, 752 301, 400 301, 400 
Total personal service obligations._.............-.-- 9, 131, 328 10, 048, 600 9, 758, 000 
Direct obligations: 
01 Personal services__.__-. ae id 4 7, 738, 191 8, 260, 400 8, 500, 500 
Oy eb s acc cates te eae BRS Ree 515, 893 507, 100 512, 100 
03 Transportation of things 7 ; s e il 116, 348 105, 000 104, 000 
04 Communication services et oa ee ; 69, 072 65, 400 65, 400 
05 Rents and utility services.....______- Dako aa 102, 010 111, 800 111, 800 
06 Printing and reproduction. -_..................--- 75, 498 80, 000 80, 000 
07 Other contractual services _- Sant earl 88, 951 72, 300 72, 300 
Services performed by other agencies... _.-- danny 53, 198 51, 000 49, 000 
Repairs of vessels __- a a ee 2 ae 182. 749 170, 000 170, 000 
Rations, crews of vessels eras ae 172, 761 158, 100 148, 100 
08 —— and materials_____._-- eae 551, 134 503, 300 501, 700 
Chart and bond paper-_-_- Sa ee eee Bod 50, 000 75, 000 
09 Equipment_. 221, 645 162, 000 177, 500 
12 Pensions, annuities, and insurance claims (pe Ly “of re- 
tired officers) ‘ iw 361, 059 421, 000 446, 000 
13 Refunds, awards, and indemnities caakacwun ‘ ‘ 7 eo | a 
15 Taxes and assessments . os as “ 14. 552 13, 400 13, 400 
Subtotal_ wiiatahes i 10, 265, 476 10, 730, 800 11, 026, 800 
Deduct charges ‘for qué arters and subsistence 2 ; 6, 278 6, 800 6, 800 
Total direct obligations -_- L ae ae 2 10, 259, 198 10, 724, 000 11, 020, 000 
Reimbursable obligations: 
01 Personal services_.............--- ee tirabsa acetate tera 1, 393, 137 1, 788, 200 1, 257, 500 
02 Travel- anid aves Soe cece et 177, 510 104, 400 24, 400 
03. =«T ransporti ition of things . si 75, 040 61, 900 4, 200 
04 Communication services es = a . 950 700 100 
05 Rents and utility services = : 567, 163 396, 700 1, 400 
07 Other contractual services te oka 4, 022 12, 800 10, 300 
Services performed by other agencies a ill St 4 000 4 000 
Repairs of vessels 3 ‘ 50, 972 66, 000 64, 000 
Rations, crews of vessels foe Sais oe gb 7 17, 000 36, 500 36, 500 
08 Supplies and materials_____- ; . ee 280, 802 359, 200 293, 900 
Chart and bond paper - ----- sie se aea 352, 516 350, 000 350, 000 
09 Equipment------- adhe ; ; ; - 108, 030 70, 100 60, 700 
15 Taxes and assessments___-_- Baw é sa 1, 921 1, 500 
Total reimbursable obligations_- eas tens 3, 029, 063 3, 252, 000 2. 107. 000 
Total, Coast and Geodetic Survey_-_._-..-.-------- 13, 288, 261 13, 976, 000 13, 127, 000 
ALLOCATIONS TO MARITIME ACTIVITIES 
07 Other contractual services asl na cali cnits acai aes aie 1, 500 |-. ‘ 
Total obligations............-- ahr aaa P 13, 289, 761 13, 976, 000 13, 127, 000 





75136—56——_10 
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Budget authorizations, expenditures and balances 


| 
| 1955 actual | 1956 estimate | 1957 estimate 
| 


| 


BUDGET AUTHORIZATIONS AVAILABLE 





ee Re ae siete tape aia atlas ein ae $10, 200,000 | $10, 384, 000 $11, 020, 000 
Transferred from “Ship mortgage-foreclosure and forfeiture | | 
contingencies, maritime activities’’ (69 Stat. 240)_.........-- Sk Ee int atntitninin’ ak Gatebtemanbn aie 
AGiusted annronriation.................0<-.-..--. cechanigsatins 10, 270, 200 10, 384, 000 11, 020, 000 
Proposed supplemental due to pay increases __-_.........-- Saad betes er EY ee 
Obligated balance brought forward --_-........-..---.-.--------- 1, 315, 846 711, 752 1, 143, 752 
Total budget authorizations available___........-- paces | 11, 586, 046 | 11, 435, 752 12, 163, 75: 





EXPENDITURES AND BALANCES 














Expenditures— j 
Out of current authorizations ibiiiraoatasie taste: cs pleaataad biaiaialei te 9, 617, 073 9, 317, 000 10, 252, 000 
Out of anticipated supplemental appropriation __--..._.-- pcdathinieatteenie 327, 000 13, 000 
ee eee om 1, 180, 520 648, 000 1, 122, 000 
I a ee 10, 797, 593 | 10, 292,000 11, 387, 000 
Balances no longer available: 
Unobligated (expiring for obligation) -............-....---- SLND di cuciceskidiennienel enttinntausiprass 
dias RI a oe ar meatier tainlaics vonneialin bnusievabaesinsanddamoiom En cn ceniib teal ciateiach th ee ceeioahine is cin 
Obligated balance carried forward --:-...........-------------- 711, 752 | 1, 143, 752 776, 752 
Total expenditures and balances. -.......-....--...-.---- 11, 586, 046 11, 435, 752 12, 163, 752 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The committee will please come to order. 

The next item to be taken up is the request of the Coast and Geo- 
detic Survey, found at page 52 of the committee print, and at page 400 
of the justification. 

At this point in the record we will insert pages 401 and 402. 

(The matter referred to follows:) 
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Mr. Preston. Mr. Under Secretary, will you introduce the wit- 
nesses to the committee, who will justify the requests. 

Mr. Wiuurams. Thank you, Mr. Chairman. I[ am delighted to do 
this, because this is the first appearance of the new Director of the 
Coast and Geodetic Survey before this committee. Admiral Studds 
resigned as of last August, and to succeed him, Adm. H. Arnold Karo 
was selected to serve as Director, and he is now appearing before the 
committee for the first time. 


GENERAL STATEMENT 


Mr. Preston. Admiral, we are delighted to have you here in sup- 
port of your request. I suppose you have a general statement. 

ApMIRAL Karo. Yes, I do have, Mr. Chairman. 

ADMIRAL Karo. Y I do | Mr. Cl 

Mr. Preston. Do you wish to read it? 

Admiral Karo. If I may, Mr. Chairman. 

Mr. Preston. Very well. 

Mr. Preston. Ver ll 


BIOGRAPHICAL BACKGROUND 


Admiral Karo. Mr. Chairman and members of the committee, 
this is the first time I have been privileged to appear before you as 
Director of the Coast and Geodetic Survey. I think it appropriate, 
therefore, to briefly mention my background and qualifications. I 
was graduated from the University of Nebraska in 1923 with a bachelor 
of science degree in civil engineering, and immediately entered the 
commissioned service of the Coast and Geodetic Survey. During my 
33 years of service, I have spent 22 on sea duty, 4 with the Army Air 
Forces during World War II, and 4 as Chief of our Chart Division. 
I am a graduate of the Industrial College of the Armed Forces. 


PLANS FOR 1957 


I am pleased to have this opportunity to discuss our 1957 plans. 
In presenting the Coast and Geodetic Survey’s budget to you, I 
assure you that our estimates were developed only after affirmative 
answers had been made to these questions: 

First, have the programs been developed within the legislative 
responsibility of the Bureau? 

Second, are the programs contemplated in the public interest? 

Third, are they necessary for the economic well-being of the 
Nation? 

Fourth, do they contribute to a sound expansion of our economy? 

Fifth, are they necessary for the defense of the country? 

I firmly believe our proposals meet these criteria. 

The Bureau has a long-range plan for the orderly and economical 
development of a basic program designed to meet final overall objec- 
tives. To this are added the immediate requirements of the Geological 
Survey, the Hydrographic Office, Reclamation Bureau, and other 
Federal agencies; requests from State and local governments; marine, 
fishing, and aviation interests; and private firms and engineers. As 
the demand greatly exceeds our capacity, it is necessary to schedule 
all work carefully on a priority basis. 
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Our basic programs have been in existence for many years. Some, 
such as geodetic control, hydrographic and magnetic surveys, are 
nearly a century and a half old; even the newest, aeronautical charting, 
is over a quarter of a century old. New developments together with 
new requirements have necessitated varying degrees of expansion and 
contraction of these basic programs to meet ‘changing conditions. For 
example, the increasing requirements in the field of aviation have 
necessitated a year-to-year readjustment of our charting program and 
a request this year for additional funds. 


INCREASES REQUESTED 


Funds are requested for the construction of 1 of the 2 surveying 
ships authorized by Public Law 251, 84th Congress. Less than half 
our coastal waters can be considered as adequately surveyed. With 
the breakdown and subsequent sale as scrap of the ship Surveyor last 
year, we now have but half the number engaged before World War IT, 
when we operated eight major ships. 

Increases are requested for the increased cost of chart paper, an 
additional airport survey party, the retired pay of commissioned 
officers, and for the implementation of the Fredericksburg Magnetic 
Observatory recently established at a cost of three-quarters of a million 
dollars. 

An increase is requested for the increased pay for crews of vessels and 
for Wage Board employees who were not included in the wage increase 
granted by Congress to classified employees last year. They wage rates 
of these employees are determined by established legal procedures. 

During fiscal year 1955 miscellaneous receipts for the sale of charts 
and related publications reached an alltime high, amounting to more 
than $513,000. 

I do not think it is necessary for me to add, Mr. Chairman, that this 
money goes into the general fund and we get no direct benefit from 
that. 

Now if the members of the committee so desire, I am prepared to 
briefly go over the overall justifications program. 

Mr. Preston. Before we go into the operational part of the program, 
there may be some questions of a general nature on your statement 
that we wish to ask you. 

Admiral Karo. Yes. 


SURVEY OF COASTAL WATERS 


Mr. Preston. One of the things you have stated that attracted my 
attention is that less than half of our coastal waters can be considered 
as adequately surveyed? 

Admiral Karo. That is correct. 

Mr. Preston. We have been appropriating money for this purpose 
for many, many years. I for one have been under the impression 
that at least we had a pretty adequate knowledge of our coastal 
waters. I wish you would enlarge on that statement a little. 

Admiral Karo. Yes, sir; if I might refer to the supplemental exhibits 
which we have, I think I can perhaps give you a more visible idea 
through this ceneral diagram. 

On tab A we have an outline of the United States, showing the areas 
which we consider to be adequately surveyed. These show up in the 
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lighter section, and the inadequate or unsurveyed areas, are in the 
darker crosshatching. 

A part of the inadequately surveyed areas do have surveys of a 
reconnaissance nature, but there are some areas in which we have 
never dropped a sounding. Out of the 2.5 million square miles for 
which we are responsible in the coastal waters, there are a half million 
square miles in which we have never dropped a sounding, and out of 
that 2.5 million miles, less than half of that has been adequately sur- 
veyed. 

And on tab B, we show the general outline of Alaska. 

Mr. Preston. Let us stay with tab A for the moment. 

Admiral Karo. Yes. 

Mr. Preston. This is the United States. In looking at this map, 
one would get the impression that the Cape Hatteras area was not 
surveyed. 

Admiral Karo. Not to basic requirements. We have had earlier 
surveys that were done with the best instruments and methods we 
had available at that time, but the soundings were very sparse, and 
the surveys were inadequate under present-day requirements. 

Also that area is a changeable area, and requires resurveying at 
selected intervals in order to keep the charts up to date. That same 
condition exists all along the Atlantic Coast. 

I think if you start with— 


SOUTH ATLANTIC COAST SURVEYS 


Mr. Preston. Before you go on, Admiral, will you explain why 
on the Atlantic, South Atlantic coast, there seem to be small areas 
declared to be adequately surveyed, while there are areas right in the 
middle of the larger areas that do not seem to be adequately surveyed. 

Admiral Karo. At the time that survey was accomplished, we had 
immediate requirements along that area off Charleston, S. C., and 
it was in this area that we had ships operating out of South Carolina, 
before the war. 

Since that time; since the war, we have had no major ships operating 
along the Atlantic coast, and consequently all of these offshore areas 
have had to be deferred until we could get ships necessary for this 
work. 

PACIFIC COAST SURVEYS 


Mr. Horan. Mr. Chairman, I am interested in this question with 
you. Apparently the coasts of the Pacific are pretty well done. It 
seems like you have most of the coastline on the East that needs 
surveying? 

Admiral Karo. May I answer that. 

Mr. Preston. Oh, yes. 

Admiral Karo. The reason for that is that on the Pacific coast, as 
you know, the waters are deeper and that deep water extends close to 
the shore, so that it does not require the amount of work that the east 
coast requires. Some of our earlier surveys, while we did not consider 
them completely adequate, suffice for the present time or until such 
time that we are able to go back and bring them up to par, because 
we know that those areas are not changeable. 

Mr. Horan. It is a difference then in the ocean shelf. 
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Admiral Karo. That is right. And we feel that most of the West 
Coast, once it is given a basic survey, such as we are doing today, will 
be adequate for many, many years, except for a few places, like Grays 
Harbor and Willapa Bay which are changeable. 


UNSURVEYED AREAS OF EASTERN COAST 


Mr. Preston. I think when you made these charts up you should 
have distinguished between what is unsurveyed and what is inade- 
quate. This does not tell that. What are the areas on the eastern 
shoreline of the United States that are unsurveyed? 

Admiral. Karo. Those areas shown in light color, on the eastern 
coast, are practically done. An area in the straits of Florida and one 
in Maine are the only places in which we have not dropped a sounding. 
Many of the earlier surveys along the eastern coast were done before 
we had modern methods of sounding, and also position locations. 
They were done with the best means we had available at the time, but 
we know from present modern-day surveys, such as you will see 
extending there below the cape, that our surveys were inadequate. 


DIVISION OF WORK BETWEEN LAND SURVEYS AND MARINE ACTIVITIES 


Mr. Preston. About how is your work divided, Admiral, between 
marine work and land surveys; what percentage would it be as 
between the two? 

Admiral Karo. I would say, for actual marine work, it would be 
something over one-third, and about one-fourth would be land 
surveys, involving field operations only. 


INCREASED COSTS OF CHART PAPER 


Mr. Preston. Each year when the Coast and Geodetic Survey 
people come up, we always find they are complaining about the 
increased costs of chart paper. 

Admiral Karo. Yes. 

Mr. Preston. Does it go up each year? 

Admiral Karo. No, sir. But for the last few years it has. When 
I came to Washington in 1950 it was, I believe, on the rise, and it 
went up quite high, and then dropped back about the end of Korea; 
and since that time it has taken another spurt and is now higher 
than it was during Korea. 

Mr. Preston. What is chart paper made of? 

Admiral Karo. On our nautical charts it is 50 percent rag, and 
the rest of it is woodpulp. On the aeronautical charts, it is sulphite 
paper. 

SALE OF CHARTS AND PUBLICATIONS 


Mr. Preston. You say you sold $513,000 worth of charts. 

Admiral Karo. And related public ations. 

Mr. Preston. How much of this was for charts; do you have that 
figure? 

Admiral Karo. We do not, I believe, have a breakdown of the 
amount of $513,000 for charts, we do not have a breakdown as between 
the two. 


! 
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Mr. Preston. 
a lot of time on it? 

Mr. Amsraptr. Yes, Mr. 

Mr. Preston. 
for chart paper. 


Mr. Amstapt. Yes. 


That information is available. In 


Can you get that information up without spending 


Chairman. 
And then I would like to know how much was spent 


the cur- 


rent year it is estimated that we will spend $50,000 for chart paper. 
(The information requested follows:) 


Sale of maps and charts 
Sale of publications - _- 


$477, 700 
5, 300 


513, 000 


Admiral Karo. That is out of our own appropriation, Mr. Chairman. 


Mr. PRESTON. 


made by Admiral Karo? 
Tuomas. No questions. 


Are there any questions on the general statement 


SALARIES AND EXPENSES 


Mr. PRESTON. 


If there are no questions we will proceed to the 


operating items, found on page 52 of the committee print, and page 


404 of the justifications. 
405 in the record. 


At this point we will insert pages 404 and 


(The statements referred to follow:) 


SALARIES 


AND EXPEN 


YSES 


Summary of requirements 


Appropriation, 1956 (regular bill) - - - 
“Supplemental Appropriation Act, 1956’’- 


Total appropriated, 1956 (to date) 
Proposed supplemental due to pay increases - 


Total anticipated appropriation 
Deduct: Regular pay above 52-week base 


Base for 1957 : 
Net difference, 1957 over 1956: 


By activity 


Surveys and charts for marine and air navigation 
Geodetic control_ 

Earthquake investigation 

Instrument services 

Retired pay, commissioned officers 
Administration -- 


Gross requirements 


Total estimate of appropriation, 1957 





$10, 225, 000 
159, 000 


$10, 384, 000 
340, 000 


$10, 724, 000 
~21, 000 


10, 703, 000 


Requirements Differ- 
—— ence, in- 
crease (+ 
1956 ad- 1957 esti- decrease 
justed mate (—) 
$6, 943, 200 | $7, 180, 000 +-$236, 800 
2, 414, 300 2, 467, 000 +52, 700 
148, 700 149, 000 +300 
231, 200° 232, 000 +800 
421, 000 446, 000 +-25, OOO 
544, 600 546, 000 +1, 400 
$10, 703, 000 |$11, 020, 000 +-$317, 000 


+317, 000 


$11, 020, 000 
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SURVEY AND CHARTS FOR MARINE AND AIR NAVIGATION 


Mr. Preston. You have a request in the amount of $11,020,000, 
which represents an increase of $317,000 over the 1956 base. This 
is in the area of salaries and expenses. 

On pages 409 and 410, Admiral, there are some increases, to which 
I direct your attention and will ask you to justify them. Let us take 
the first one, survey and charts, marine, with an increase of $236,800. 

Admiral Karo: Yes. We have some $30,000, plus, of that amount, 
for magnetic surveys, for implementation of the Fredericksburg 
Magnetic Observatory. 


FREDERICKSBURG MAGNETIC OBSERVATORY 


Mr. Preston. When was that observatory authorized? 

Admiral Karo. In 1954. It has recently been completed and we 
are now in the process of establishing it and getting it into operation. 

Mr. Preston. It is not in full operation as of now? 

Admiral Karo. No. 

Mr. Preston. But it will be during the coming fiscal year? 

Admiral Karo. For all practical purposes it will be. We are 
moving very slowly so as to have an efficient operation. 

Mr. Preston. What is the purpose of this observatory, Admiral? 

Admiral Karo. The magnetic force of the earth varies. We have 
these observatories stationed around the country, which are our basis 
for furnishing magnetic and geomagnetic information for the United 
States. It is also used for charting purposes and for various types 
of geophysical exploratory work. We also standardize instruments 
at this particular observatory. We are going to go into a study of the 
basic reasons for geomagnetism and help solve some of the problems 
with which we are confronted, in our work on new instruments, and 
to give us better instruments for measuring the earth’s forces. 

Mr. Preston. Do you have any further breakdown of this item 
you are talking about, surveys for furnishing marine navigation 
information? 

Admiral Karo. We also have a request for one additional airport 
survey party. These survey parties are sent to various airports where 
they make accurate surveys, such as are needed by the Civil Aero- 
nautics Administration, and the Civil Aeronauties Board, for deter- 
mining the allowable takeoff and landing weights of various types of 
aircraft. They are also used for determining the instrument approach 
runways and regulations which govern these operations. 


BREAKDOWN OF THE ESTIMATES 


Mr. Preston. Do you have a breakdown in the justifications of 
this item? 

Mr. Amstapt. Yes. 

Mr. Preston. Of the $7,180,000. At what page? 

Mr. Amstapt. Page 413. 

Mr. Preston. Any questions, Mr. Thomas? 

Mr. Tuomas. I see some pretty readable material around pages 
406, 407, and 408; that sounds pretty good. 

Admiral Karo. Of this $236,000, $120,000 is for the increased pay 
in connection with our wage board employees and crews of vessels. 
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There is $25,000 for the increased cost of chart paper, and $21,000 
for an additional airport survey party that we were just talking about, 
$30,000 for the implementation of the Fredericksburg Magnetic 
Observatory; and $75,000 for increased activities of aeronautical 
charting. 

ADDITIONAL EMPLOYEES 


Mr. Preston. What is the amount for the 22 additional em- 
ployees 

Admiral Karo. In the aeronautical charting, yes. There is $70,000 
for that, and $5,000 for other expenses such as supplies for aero- 
nautical charting; and there will be 4 people of the airport survey 
party. 

Mr. Preston. None of this increase is related to the operation of 
the proposed new facility? 

Admiral Karo. No. 

Mr. Preston. You do not expect to have that in operation during 
that time? 

Admiral Karo. Not for that. In fact, we have a decrease of 28 
persons in one area, but an increase in the other, one ship has been 
deactivated. 

GEODETIC CONTROL 


Mr. Preston. The next item is for geodetic control, with a request 
of $2,467,000, an increase of $52,700. 

Admiral Karo. That increase is for the subsidence program in the 
central valleys of California. 

Mr. Preston. Do you have a breakdown of that figure? 

Admiral Karo. Yes. 

Mr. Amstrapt. Yes, we have a breakdown of that on page 433. 

Mr. Preston. Generally, what is this for? 

Admiral Karo. Of this general activity? 

Mr. Preston. Yes. 

Admiral Karo. The geodetic control is to furnish the primary 
control that is needed by all government mapping organizations, such 
as the Federal mapping program, the Bureau of Reclamation, various 
public works flood control and water resources, and also for local, 
State and county programs that require accurate control. It is also 
required by engineers. It is the framework on which all mapping and 
engineering work is attached, to give rigid controls. We have found 
from past experience if this control is placed in advance of the require- 
ments, such as Federal mapping, that it makes the work less costly, 
and of course, it is there for all times, because when we put these 
monuments in the ground they are there for any use for which they 
may be required. 

We are asking for this increase, for this subsidence program, in view 
of the fact that in California they have had considerable subsidence 
in the central valley, due to the removal of water and oil. When 
grades are set for irrigation and drainage systems, it requires a peri- 
odie survey. 

I think this little exhibit illustrates what I have been talking about. 

Mr. Preston. Yes, I saw that. 

Admiral Karo. It shows that 15 feet have just dropped at this 
point. 
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EQUIPMENT 


Mr. Preston. What is the purpose of the equipment for which you 
are asking an increase of $35,000? 

Admiral Karo. That is mostly for trucks. This year we are not 
buying any replacement trucks in the geodetic program, so it was 
necessary actually to cut back 5 people, to provide the money for 
truck operation programs for 1957. 

Then we are increasing the geodetic operation by $47,000, which 
will add 8 people, or a net increase of three people. 

Mr. Preston. But this is under the category of equipment. 

Admiral Karo. Equipment? 

Mr. Preston. Yes. 

Admiral Karo. That is right. 

Mr. Preston. How many trucks? 

Admiral Karo. We expect to buy 45 trucks in 1957, as replace- 
ments in this particular area. It is for the entire geodetic operation, 
not just for this subsidence program. 

Mr. Preston. These are just additional trucks? 

Admiral Karo. These are replacement trucks. 

Mr. Preston. These are new trucks? 

Admiral Karo. To take the place of wornout trucks. 


TAXES AND ASSESSMENTS 


Mr. Horan. What about this tax and assessments item; what is 
that to cover? 

Mr. Preston. We will have to find out. Is that social security? 

Mr. Amstapt. That would be social security, Mr. Horan. 

Mr. Preston. The rest of the increases are relatively small, and 
are explained on pages 409 and 410? 

Admiral Karo. Yes. 


COAST AND GEODETIC SURVEY EMPLOYMENT STATISTICS 


Mr. Preston. On page 405 it is noted that you had a maximum 
number of positions of 2,014? 

Admiral Karo. Yes. 

Mr. Preston. Or 1,605 jobs to be filled -—— 

Admiral Karo. Average. 

Mr. Preston. Average? 

Admiral Karo. Yes. 

Mr. Preston. In 1956, the maximum number was 1,899, with 
1,633 positions, average number of positions? 

Admiral Karo. Yes. 

Mr. Preston. And the average employment, or your employment 
figure, I should say, as of November 30, 1955, was 1,542. 

Admiral Karo. Yes. 

Mr. Preston. Which indicates that you are almost 100 jobs under 
the average number of positions? 

Admiral Karo. Yes. 

Mr. Preston. How do you account for that? 

Admiral Karo. A good part of the work involves seasonal employ- 
ment, such as the operations in Alaska, and when the ships return we 
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reduce the crews of the ships to such that are needed for maintenance 
and repairs. 

The same is true with operations on the east coast during the winter 
period when employment is reduced. This also reduces the cost, 
because we know from experience that we cannot operate efficiently 
in the Atlantic area during the wintertime. We reduce our force in 
the winter and build it up in the spring months, when we accelerate 
field operations. 

Mr. Preston. Do you have any recruitment problems? 

Admiral Karo. In certain categories we do, yes. This is par- 
ticularly true with experienced technical people, such as electronic 
personnel and geophysicists where we have the same experience as 
others in-the Government; we train them and industry takes them. 


NUMBER AND LOCATION OF SURVEYS 


Mr. Preston. What page do you find a chart or statement concern- 
ing the number of surveys, and where they are to be located in fiscal 
1957? ; 

Mr. Amstapt. Page 416. 

Mr. Preston. The proposed locations estimated to be accomplished 
and wire drag surveys in 1957. Does the right-hand column show 
what you propose to accomplish in 1957? 

Admiral Karo. Yes; all three of the right-hand columns, 

Mr. Preston. Yes. 

Admiral Karo. Those are the correct figures. 

Mr. Preston. Now the exhibit you gave to the committee, exhibit 
A—— 

Admiral Karo. Yes. 

Mr. Preston. Indicates that your surveys on the west coast as 
being adequate, but you need some additional requirements? 

Admiral Karo. Yes. 

Mr. Preston. And in the chart at page 416, you have two projects 
on the west coast? 

Admiral Karo. Yes. 

Mr. Preston. What are those projects on the west coast? 

Admiral Karo. I think if you will turn to tab E of this exhibit, you 
will find where those parties are. 

A small unit, would be operating in the San Juan islands where new 
surveys are required to show dangers in that area, because the earlier 
surveys were inadequate. One crew would be put in that area, which 
we feel requires resurvey for protection to ships and yachts. 

Then we have the west coast field party, which will be operating as 
indicated a little further down on the exhibit; it will be on the Colum- 
bia River and in Tillamook Bay where there are some areas which are 
known to have changes that are critical. 

Mr. Preston. Which exhibit has the east coast projects? 

Admiral Karo. That is tab C. That lists the various parties and 
indicates the areas of operation and the reasons why they are there. 

I might suggest, Mr. Chairman, that if you will turn to tab G, 
you will find a larger scale map than the one shown here. You can 
see that it notes more clearly the deficiency, and by referring to tab C, 
you can see the operations. 
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WIRE DRAG SURVEYS 


Mr. Preston. What is a wire drag operation? 

Admiral Karo. That, is the suspension of a wire below the surface 
of the water, held down by weights and up by buoys. It is towed by 
two small craft, and when it comes to an obstruction it will hang up, 
and that locates the obstruction. Then we send a tender out to 
sound that particular area of obstruction, and when this work is 
completed we set the drag wire out again, and sweep over it. It is 
the one way to be absolutely sure that there is no undetected obstruc- 
tion left in the area. 

In Maine and Alaska you will find pinnacle rocks; and along the 
east coast vou will find ships that were sunk during the past war. 
This party has been operating in this area; and we know the location 
of some of them, but not all. We have had to extend this program in 
order to locate the others 

When these wrecks are found, if they are a direct menace, they are 
destroyed or buoyed. The area is then redragged which means that 
the Coast Guard does not have to maintain a buoy. This is an 
alltime saving, when you do not have to continue maintenance of 
buoys. 

ALASKAN PROGRAM 


Mr. Preston. Which chart shows Alaska? 

Admiral Karo. Alaska—tab B has the overall for Alaska. Tab L 
shows it on a more expanded scale. 

Mr. Preston. Are you still doing some work in the Aleutians? 

Admiral Karo. Yes; there is one ship operating out of Adak, work- 
ing to the east. After the war started we began working beyond Adak 
Island. The Navy was maintaining a base ‘there so we could operate 
economically, and work toward the “mainland. 

Mr. Preston. Have you encountered any survey parties of the 
Soviets doing work in that area? 

Admiral Karo. No. 

Exhibit F shows where the ship will be operating in the Aleutians, 
and along the Alaskan peninsula. We have one ship that will be 
oper ating to the east of Adak. 

Mr. Preston. Admiral, your appropriation has remained fairly 
static for the last 10 years, has it not? 

Admiral Karo. It certainly has, and as a consequence of the rise in 
costs, we have been decreasing our field operations. 


COMPARISON OF 1945 AND 1956 APPROPRIATIONS 


Mr. Preston. I just noticed a chart on page 52 of the committee 
print, for 1945, which indicated that you had $9,614,000; and for 1956, 
$10,382,000; which is not exactly the situation with most agencies of 
the Government. 

Admiral Karo. To the best of my knowledge and belief we do our 
best to translate our income into getting as much for the public as 
we can. 

Mr. Preston. I think you have a good agency and a good program. 

Admiral Karo. Thank you. 

I have spent my life at it, and I would not be here if I did not think 
it was a good program. 
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At page 412 is shown an exhibit of what has happened since 1948. 
We feel that we are providing an essential service, for the protection 
of the people of the Nation. 

Mr. Tuomas. You still have some 2,000 employees, so it is not a 
small agency by any means. 

Mr. Preston. They are scattered all over the country. 

Admiral Karo. And in Alaska. 

Mr. Preston. In Alaska and in the territories. 


NUMBER OF SHIPS AND SHIP COMPLEMENT 


Mr. Tuomas. How many do you have aboard a ship? 

Admiral Karo. It depends upon the size of the ship. 

Mr. Tuomas. Well, give us one of your top ships. 

Admiral Karo. The two top ships we have—— 

Mr. Tuomas. What is the complement on one of them. First, 
how many ships do you have left; 4 out of the original 8? 

Admiral Karo. Actually on our own funds we are only operating 
three. 

Mr. Tuomas. What is the complement of each one of them? 

Admiral Karo. The 2 tops would be about 78 to 80; 1 has a crew 
of 81 and officers vary from 10 to 12. 

Mr. Tuomas. How many do you have at sea—300? 

Admiral Karo. No; that is not correct. 

Mr. THomas. These are naval ships? 

Admiral Karo. We have 14 smaller units. 

Mr. Tuomas. What is the complement of those? 

Admiral Karo. It varies from—and page 454 here will give it to 
you exactly, if I may turn to it. 

Mr. Tuomas. Displacement crew, 101 down to 55, on down to 24. 

Admiral Karo. Yes. 

Mr. THomas. Let me point out to you that some of these are the 
big ones; this goes on up to 16. 

Admiral Karo. Yes. 

Mr. Tuomas. This is your whole navy? 

Admiral Karo. That is right. 

Mr. Tuomas. What is the total number that goes to sea? 

Mr. RirrensurG. About 400. 

Mr. Tuomas. A little over 400? 

Mr. Amstapt. Yes. 

Mr. Tuomas. Out of 2,000? 


NUMBER OF EMPLOYEES IN GEODETIC PARTIES 


Admiral Karo. We have the geodetic parties. We have some 20 
of these. 

Mr. Tuomas. How many make up a complement of each one of 
those parties? 

Admiral Karo. They vary from 3 to 38: I can best say that we 
have about 900 people—— 

Mr. Tuomas. I was going to give you a thousand. 

Admiral Karo. Yes. 
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NUMBER OF EMPLOYEES IN WASHINGTON 


Mr. Tuomas. That would be 1,400 out of 2,000, and you have got 
some 600 doing administrative work; is that about the breakdown of 
it? 

Admiral Karo. No. I was going to say that we have about 900-odd 
people here in Washington. 

Mr. Amstapt. Of which 80 people are connected with administra- 
tive work and the rest of them are doing technical work. 

Mr. THomas. You mean mapping service employees? 

Mr. AmsraptT. Yes. 

PAY INCREASES 


Mr. Tuomas. That rings a bell with everybody. 

Do you function under this last Wage Board ruling, or does that 
affect your people? We had some legislation on this last year, about 
last June, to take care of General Services Administration, and all of 
that group. Have you been operating under that? 

Admiral Karo. No. Our Wage Board employees are lithographic 
employees. The Interdepartmental Lithographic Wage Board, which 
establishes rates for various governmental mapping agencies, makes a 
wage survey each year. 

Mr. Tuomas. What part of your wage increase does your depart- 
ment absorb each year? I notice you have a deficiency here. 

Admiral Karo. Yes. 

Mr. RirrenserGa. $340,000. 

Mr. Tuomas. $340,000. Did you absorb a part of it? That does 
not represent all of the wage increase? 

Admiral Karo. It represents the wage increase for classified em- 
ployees only. 

Mr. Tuomas. You did not absorb any? 

Admiral Karo. No. When you are talking about the figures, 
we operate as close to the belt as we can. 

Mr. Tuomas. No further questions. 


ESTABLISHMENT OF BASELINES IN GULF AREA 


Mr. Preston. Admiral, you did not have any request for funds in 
here to establish baselines in the gulf area? 

Admiral Karo. No, we do not. 

Mr. Preston. Any questions, Mr. Yates? 


SALE OF CHARTS 


Mr. Yatrs. I would like to ask a question relating to the charts— 
marine and air navigation. Are those sold or distributed free? 

Admiral Karo. They are sold to the public, but according to the 
appropriation language the military reimburses us only for the cost of 
the paper and printing of those charts, which we supply them. This 
amounts tases to $1 million a year. 

Mr. Yates. And the air charts are used by the airlines, are they? 

Admiral Karo. Yes. 

Mr. Yarrs. And they purchase them? 

Admiral Karo. Yes. 
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Mr. Yates. What is the difference in the amount that is appro- 
priated for this purpose, and the actual revenue that is returned 
through the sale of charts? 

Admiral Karo. The total appropriation for this 1955 fiscal year 
was $10.2 million. 

Mr. Amstapt. $10,225,000. 

Admiral Karo. And we put back into the Treasury $513,000. 

Mr. Yares. That was not my question. You have a certain por- 
tion of your appropriation to be used for this purpose? 

Admiral Karo. Yes; for printing these charts. 

Mr. Yates. What is the proportion of your appropriation that is 
used for the printing of these charts? The whole appropriation is 
not for that purpose. 

Admiral Karo. No. 

Mr. Yates. And my question is directed explicitly to the cost of 
preparation and printing of charts. 

Admiral Karo. Under ‘Survey and charts for marine and air 
navigation,” our total allotment for this year was $7,180,000. 


REIMBURSEMENT FROM THE MILITARY 


Mr. Yates. $7,180,000 for the preparation of marine and navigation 
charts? 

Admiral Karo. And air charts. 

Mr. Yates. Yes. And last year the Treasury receipts were approxi- 
mately $1 million from the sale of charts? 

Admiral Karo. That amount is right for charts furnished the mili- 
tary on a reimbursable basis. 

Mr. Rirrensura. There is one point that I want to bring out in 
connection with these charts, Mr. Chairman, that are furnished to the 
military. The reimbursement is just to cover the cost of the paper 
and printing and does not include the cost of preparation of the charts. 

Admiral Karo. That is right. 

Mr. Yates. He mentioned that they received $1 million from 
the military. 

Mr. Rirrensure. Yes. 

Admiral Karo. They take about 80 percent of our aeronautical 
charts, and about half of the nautical charts. 

Mr. Rirrensure. What I was trying to point out was that the 
funds available for Surveys and Charts for Marine and Air Naviga- 
tion, includes the production of the charts that are sold to the military. 
The amount put into the Treasury, $513,000, is not a true gage, I 
do not think. 

Mr. Yates. The impression I got from the Admiral’s reply was 
that the $513,000 should have been increased by another one million 
dollars, which is the amount the military paid you. 

Mr. RirrensurG. The military does not pay for preparation work; 
they pay only for the paper and printing. 

Mr. THomas. Anyway, it is paid. 

Mr. Rirrenpure. Yes. 

Mr. Yares. If that be true, why do you not ask for more money 
from them in order to cover more of the cost? 

Admiral Karo. Because that is the way it is written by law. 

Mr. Yates. I see. 
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Admiral Karo. Originally we used to, if 1 may digress for a moment, 
furnish to the militarv, free of charge, as we did to the rest of the 
Government. When Korea came along it meant that we had to come 
up for a supplemental appropriation, ‘and the Bureau of the Budget 
determined that rather than having a supplement request, the mili- 
tary should pay us according to the cost of paper and printing of 
charts. 

AIRPORT SURVEYS 


Mr. Yates. Just for my own edification, why ra your organiza- 
tion make the airport surveys rather than the Civil Aeronautics 
Administration? 

Admiral Karo. Well, of course, the airport surveys have several 
uses; one of which is to make airport approach and landing charts. 

Mr. Yares. Yes; those are the ones I have in mind. I can under- 
stand why your topographical charts for the whole country would be 
made by your organization, but I was wondering, insofar as airport 
charts are concerned, why you should do it. 

Admiral Karo. Landing is a part of the navigational system, and 
is necessary for a coordinated series of charts. 

Mr. Yates. And it is better that your organization do it; is that 
the answer? 

Admiral Karo. We are the organization best qualified to make 
these particular surveys. 

Mr. Preston. Mr. Clevenger, any questions? 

Mr. CLEvENGER. No questions, Mr. Chairman. 

Mr. Preston. Mr. Horan. 


COORDINATION WITH WEATHER BUREAU AND COAST GUARD ON 
HURRICANE REPORTS 


Mr. Horan. Just one question for my own information. You 
participate, I understand, with the Coast Guard and the Weather 
Bureau on hurricane reports and that sort of thing? 

Admiral Karo. Yes. 

Mr. Horan. What is the nature of that? 

Admiral Karo. Our Tides Division is helping the Weather Bureau 
to analyze the storms and tides to see whether there is any correlation 
between the position of the storms and the amount of water that will 
rise during the storms. 

Mr. Horan. That is all, Mr. Chairman. 


LANGUAGE CHANGE 
COMMISSIONED OFFICER'S RETIRED PAY 


Mr. Nretson. Mr. Chairman, I would like to call the committee’s 
attention to page 53 of the committee print. Here we have a request 
for a language change. We are asking for a limitation for the retired 
pay of commissioned officers. This is a new proposal. 

For some time this item has had to be taken care of within our total 
appropriation. We felt that it woud be desirable to set forth a 
specific amount, to cover these uncontrollable charges that accrue 
from year to year. We will have to increase it when the next yea 
comes along, depending on the number of retirements. 
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Mr. Preston. Does this represent an increase? 

Mr. Nretson. This represents an increase of $25,000. 

Mr. Preston. That appears on page 410. 

Mr. Nretson. Yes, sir; 410. 

Mr. Preston. That provides for additional officers who will be 
leaving active duty during 1957. 

Mr. Nretson. Yes, that is correct. 

Mr. Preston. What is the purpose of doing this? It may be 
perfectly all right, but I would like to have full information on it. 

Mr. Nretson. I think Admiral Karo would like to explain this 
particular item to the Committee. 

Admiral Karo. Mr. Chairman, as Mr. Nielson mentioned, this 
is an item over which we have no control. We must pay it. It has 
been increasing year after year, and we have had to take it out of our 
operating funds. We asked the Bureau of the Budget to establish 
a separate appropriation account. They would not approve a separate 
appropriation in an amount less than $1 million. They felt that this 
substitute request, a limitation of $446,000 for 1957, would accomplish 
the same thing. If a greater number of officers retired than provided 
for by this limitation we would have to come back for a supplemental; 
for additional money. 

Mr. Tuomas. Why a limitation? Why not just earmark it; that 
is what you are doing. 

Mr. Nretson. This is an uncontrollable item ——— 

Mr. Tuomas. That has nothing to do with it. You are earmarking 
a specific amount for specific officers. 

Admiral Karo. According to the Bureau of the Budget sugges- 
tion 

Mr. Tuomas. And if there is nothing left, there will be none for 
this purpose, and that is exactly the reason you are doing it, and that 
is about the right argument, I guess. 

Mr. Preston. I think Admiral Karo put his finger on it, or someone 
else, perhaps Mr. Nielson, when they said when they run short they 
would have to come back for a supplemental on this particular item 
rather than for salaries and expenses. 

Admiral Karo. That is an item over which we have no control; 
we cannot control it. 

Mr. Preston. And you would have to come back if you did not 
have enough money. 

Mr. Tuomas. He would not have to come back for that specific 
item, because you cannot touch that amount of money for anything 
except for this purpose; and you would have to come back under 
general expenses. 

Mr. Preston. Yes, they can, if this language is employed, because 
it is mixed with salaries and expenses. 

Admiral Karo. That is right. 

Mr. Nriextson. If we do not have something similar to this, Mr. 
Chairman, it means that every time this goes up, our program areas 
are affected. 

Mr. Tuomas. That is right. 

Mr. Preston. And you had much rather come up here and ask for 
a supplemental for this. 

Admiral Karo. For retired pay. 

Mr. Preston. That is right. 
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Mr. Tuomas. But they can earmark a certain amount, of which a 
certain portion would be for this purpose. 


CONSTRUCTION OF ONE SURVEYING SHIP 


Progrom and financing 


Program by activities: 
1. Design and supervision 
2. Construction-_- 
3. Equipment and outfitting 


$110, 000 
3, 130, 000 


1955 actual Nie 1956 estimate ae 1957 estimate 
| | 
| 

| 270, 000 


Total obligations s Ravlisatienen | 3, 510, 000 
Financing: Unobligated balance carried forward_...-------- 190, 000 
Appropriation _............--- bcetbtbdoteedaacs } : = 3, 700, 000 


Obligations by objects 





5 i Fae = ’ er 
Object classification 1955 actual | 1956 estimate | 1957 estimate 
| | 
07 Other contractual services decdemeheak na Saeeet | $3, 130, 000 
Services performed by other agencies_.- alia es : | 110, 000 


09 Equipment ; ; ‘ Raise 270, 000 


Total obligations..........._-- 3. 510, 000 


Budget authorizations, expenditures and balances 


| | 








1955 actual | 1956 estimate | 1957 estimate 
BUDGET AUTHORIZATIONS AVAILABLE | | 
Appropriation --_-_.-._-- Sie Cie eich sibbesabeees ae edie ree oi | iialica dad | $3, 700, 000 
a = | = —= 
EXPENDITURES AND BALANCES 
: 
Total expenditures (out of current authorizations) ............]......-.--_-- laguvdeodaen 750, 000 
Balances carried forward: | 
I i i a 190, 000 
I 5a Wes ast ABU os ae allah ene ae eins tein mses eacstog Niteunig ahd scission JSR 2, 760, 000 
ee a ae | lt ah | 3, 700, 000 


Mr. Preston. The next item we take up is construction of one 
survey ship, with a request of $3.7 million. This is set out at page 
452 in the justifications. We shall place pages 450 and 451 in the 
record at this point. 

(The material is as follows:) 


¥ . 
Summary of requirements 


1957 
By activity estimate 
Design and supervision -- acauieeibadn tahioodess isscae alien etapa establish ot ceiasactasicaade a cracks dnc ta acs 
Construction _. SA sith kde tchecah ale carte Bh cts aQceh ciate pata di ote dick declares dpa san cove lnc erin gr NS 
Equipment and. outfitting Oc alta al a Tabet ea gle alae hia so seh inisa easels tte niles ob adANain ieeasc SEI 433, 000 


Total estimate of appropriation __..............-.- a aa aR Me 3, 700, 000 
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Summary of estimated obligations 
babes 7 a 
Estimate | 











1957, dollar | | 
cost | 
Other objects: | 
Otber contractual services .: - -...............<.:..... cont’ SR RIG fee evcccccas lpaseewescestes 
Services puma ae other age I ee | a 
Equipment. é pebb aww BD Newcncnan saan | siaienmeee ical 
| 


Total obligations, 1957 
Balance of estimated appropriation to be e obligated i in subse-. 
Eee aha ‘ oa : 


3, 610,000 |.........- omen] eoccecnvcccoce 


Total estimate of appropriation. -_--__.................-.-- 


(atic a $3, 700, 000 


Mr. Preston. Now Admiral, how many ships do you presently 
operate? 

Admiral Karo. We operate, on our own funds, three major ships. 
We have a total of 17. We are operating at the present time from 
our own funds, three major ships. 

I think the exhibits over there are explanatory. Before World War 
II we had 8, and we now have 4 left, and 1 of them is operating on a 
special project for the Navy. 


TRANSFERRED FUNDS 


Mr. Preston. How much transfer funds do you get, Admiral? 

Admiral Karo. Funds transferred to us? 

Mr. Preston. Yes, from other agencies. 

Admiral Karo. For working funds: In 1956, we expect to have 
$878,000; and we had $1,044,000 in 1955. $700,000 of the 1956 
working funds was transferred from the National Science Foundation, 
for use in the International Geophysical Year mainly, for the procure- 
ment of geomagnetic instruments. 

The reimbursable item of $3,024,000 for 1955; and we estimate it 
will be $3,616,000 in 1956; includes $1 million for the sale of charts to 
the military. 

The 1956 estimate also includes about $650,000 for the operation of 
the Pioneer, the fourth major survey ship, which we are operating for 
the Navy. 

Mr. Preston. On a reimbursable basis. 

Admiral Karo. Yes, sir. 


NUMBER, LOCATION, AND OPERATIONS OF PRESENT FLEET 


Mr. Preston. Is there a chart in the justifications that shows the 
number of vessels and where they are operating? 

Mr. Amsrapt. Yes. That information appears on page 454, and 
460 and shows the location of the vessel, and the location and type of 
work. 

Mr. Preston. What are the names of the three major vessels that 
you operate? 

Admiral Karo. The Explorer, the Pathfinder, and the Hydrographer. 
The Pioneer is being financed by the Navy. 

I would like to point out that the ship for which we are asking 
funds is 1 of 2 vessels that Congress authorized at the last session. 
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SIZE AND BASE OF OPERATIONS OF PROPOSED NEW SHIP 


Mr. Preston. Where do you propose to use this vessel when 
it is built? 

Admiral Karo. This ship will be specially built for operation in the 
Alaskan waters, and very remote areas. It will contain the latest 
equipment, both in the way of handling of small boats, and survey 
equipment that has been developed for landing parties ashore. 

Mr. Preston. Is there any fetes comment you wish to make 
about this proposal. 

Admiral Karo. About ships? 

Mr. Preston. Yes. 

Admiral Karo. Ships are very dear to my heart, having spent 22 
years on them. ‘Today we have far more territory to cover, in provid- 
ing safeguards for ship and crews, for commercial and noncommercial 
operations, and for the operation of naval ships. It is impossible to 
meet these requirements with the equipment we have at the present 
time. 

Mr. Tuomas. How big is your ship going to be? 

Admiral Karo. This will be about 2,500 tons; and about 250 to 
260 feet long. 

Mr. Tuomas. How long? 

Admiral Karo. 250 to 260 feet. 

Mr. Tuomas. 2,500 dead-weight tons? 

Admiral Karo. Yes. 

Mr. Tuomas. Where are you going to build it? 

Admiral Karo. That will depend; it will be done under contract. 

Mr. THomas. Why not take one of these new mariners, which is a 
much better ship than this? 

Admiral Karo. It is too large and too uneconomical for us to 
operate. 

Mr. THomas. That is what the ship people say. 

Admiral Karo. We have found that a ship must be designed for 
the purpose for which it is to be used. The ship will be designed for 
the specific purpose for which it is to operate; and to carry the crew, 
electronic equipment, and other special survey equipment. 


DETAILS OF PROPOSED NEW SHIP AND BASIS FOR ESTIMATED COST 


Mr. Preston. How firm are your estimates that you are submitting 
here today, $3.7 million; on what do you base that? 

Admiral Karo. We have made several investigations as to the cost. 
It was based on the construction costs as of the time the last ship was 
built at the start of the war. In 1938 we started on a replacement 
program and built two ships. This program was interrupted when the 
war came along. We also were required to transfer some of our ships 
to the Navy. 

Mr. Preston. Is this a pretty firm figure in your justification, or 
what do you think will be the total cost of the ship when it is built? 

Admiral Karo. As far as we are able to determine it is a reasonably 
firm estimate as of the first of the year. If prices go up of course 
this figure will go up. 

Mr. Tuomas. That includes equipment? 
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Admiral Karo. Yes. On page 455 we have furnished a breakdown 
in which we give the construction cost, which will be about $3,200,000; 
equipment costs about $433,000. We inquired from the Navy 
whether they had any equipment that would meet our specifications 
and they have advised us that they had none. 

Mr. Preston. I do not suppose anyone would have any that 
would meet your specifications? 

Admiral Karo. We require something that will carry numerous 
small boats and survey equipment. 

Mr. Tuomas. Well you do not carry any armament; you do not 
expect to? 

Admiral Karo. No. 

Mr. Tuomas. It has one thing in common with all ships, it has 
got to float? 

Admiral Karo. Yes. 

Mr. Tuomas. What especially do you have to provide? 

Admiral Karo. You have to have accommodations for the number 
of people that are required to operate the ship and the survey pro- 
gram, including facilities for a number of small boats. 

Mr. THomas. How much draught would it have? 

Admiral Karo. About 15 feet, as I remember it; yes, it is about 
15 feet. 

Mr. Tuomas. It looks as if one of these destroyer escorts would 
be right up your alley, with a little modification. 

ApMIrRAL Karo. They are narrow; the beam is too narrow to 
handle the number of boats that we require for our operation; and 
they are also more expensive to operate. 

Mr. TxHomas. I suppose you could put up with a little more ex- 
pensive operation if you could purchase them for just a few thousand 
dollars? 

Admiral Karo. That would be used up in just a few years. 

Mr. Yates. How long will a ship like this last? 

Admiral Karo. About 30 years. 

Mr. Yates. How is it to be powered? 

Admiral Karo. I do not know now, but it would probably be 
deisel. The Explorer and the Pathfinder—— 

Mr. Tuomas. Who figured this cost for you, the Maritime Adminis- 
tration, the Navy, the Bureau of Ships, or w ho? 

Admiral Karo. This was worked out in conjunction with the 
Maritime Administration. We feel that as of today it is a reasonable 
and firm estimate. Of course, nobody knows what tomorrow will 
bring. When we worked this figure out with the Maritime Adminis- 
tration, we also contacted some private marine architects, and asked 
for their estimate. Their estimates makes us feel that ours is a 
reasonably close estimate. 

Mr. Tuomas. What was their estimate. 

Admiral Karo. Their estimate was between $3.5 and $3.6 million. 

Mr. Tuomas. You did not have to pay them for that did you, 
Admiral? 

Admiral Karo. No, we did not have to pay anything to any one. 





; 
; 


: 
; 





Se tie 


Sat abide ace Seeriacinaaie: 


Rae 


167 


Mr. Preston. If there are no further questions, thank you very 
much, gentlemen. 
Admiral Karo. Thank you, Mr. Chairman. 





TRANSPORTATION ACTIVITIES 


WITNESS 


LOUIS 8. ROTHSCHILD, UNDER SECRETARY FOR COMMERCE FOR 
TRANSPORTATION 


Turspay, Marca 20, 1956. 


Mr. Preston. We will now move into that area in the Commerce 
Department supervised generally by the Under Secretary for Trans- 
portation, Mr. Louis S. Rothschild, who is with us today, and we will 
be glad to have you make a general statement, and to give us the 
general picture of the situation as you see it at this time. 

Do you care to read your statement or do you wish to file it in the 
record and just hit the highspots? 


GENERAL STATEMENT 


Mr. Roruscaiip. Mr. Chairman, if I may I should just like to 
file my statement, and informally comment on the matters in it. 

Mr. Preston. Very well; suppose you just file it for the record, and 
we will be very glad to have you brief it. 

(The statement follows:) 


STATEMENT BY Louis S. RotuscutLD, UNDER SECRETARY OF COMMERCE FOR 
TRANSPORTATION 


Mr. Chairman, and gentlemen of the committee, I should like to highlight 
the programs of the Civil Aeronautics Administration, the Maritime Administra- 
tion, the Bureau of Public Roads, the Weather Bureau, and the Defense Air 
Transpor‘ation Administration, particularly as they relate to development and 
realization of transportation programs and policies. 


CIVIL AERONAUTICS ADMINISTRATION 


The aviation industry has experienced a tremendous growth over the past few 
years which has resulted in an increasing density of air traffic along our Federal 
airways and in the terminal areas. This growth in air traffic has exceeded the 
progress being realized in expanding the capacity of the system. This means, 
where safety requires it, that instrument traffic is delayed or cancelled; people 
are delayed; and the aircraft operator suffers loss in revenue while the Government 
suffers loss in money as well as a loss in training through inability to conduct 
essential operational missions so vital to our national defense. 

Our approach to this problem must of necessity be twofold, i. e., systems and 
equipments should be provided to meet our immediate needs; at the same time, 
we need to anticipate as best we can, how they will fit into a long-range plan. 
One aspect we are considering is that of mechanization—the development of 
automatic traffic control displays and other devices to relieve the traffic controller 
of much of the manual and mental work now required of him. We are requesting 
funds for accelerating our developmental program and are working with the 
military to determine the feasibility of adapting the air defense radar network 
called SAGE to the control of air traffic. To meet our immediate problem the 
budget request before you provides for new equipments, and additional man- 
power, the only solution presently at hand to accommodate the increased volume 
of air traffic. 

As you gentlemen know, the conference committee, in reporting on our appro- 
priation for fiscal year 1956, directed this Department to prepare a comprehen- 
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sive plan for future air-traffic control routes, facilities, and stations. Accordingly, 
the CAA prepared the ‘Federal Airway Plan’’ which the Secretary transmitted 
to all Members of this Committee and the Senate Appropriations Committee on 
January 16. This plan has been completely coordinated with interested Govern- 
ment and industry groups -and has the endorsement of the Air Coordinating 
Committee. 

The estimate for establishment of air navigation facilities provides for a mini- 
mum initial phase of equipment procurement and installation designed to accom- 
modate safely the air traffic which is expected by 1960. The request includes 
for the most part, shelf-items which are immediately procurable and can be in- 
stalled and operating with a minimum of delay. It provides for additional aids 
for the control of air traffic, long-range and secondary radar facilities, and VHF 
omniranges. Wherever possible, it is planned to use, rather than duplicate 
existing Air Defense Command radar facilities. The VHF omniranges are to 
expedite ingress and egress in the vicinity of airports, provide high altitude 
navigational guidance, and additional route capacity. It is planned to expand 
the approach light program, and increase the speed of our aeronautical communi- 
cations, as well as the number of communications channels. 

The estimate provides for purchase of 5 aircraft for use in flight checking at 
higher altitudes of ground navigation aids. Our present fleet of Beechcraft and 
Douglas aircraft have an effective operating ceiling of only 12,000 feet. It is 
essential that we know the accuracy and other characteristics of the signals gen- 
erated from the ground stations at the higher altitudes where military and com- 
mercial operations are under way today. An all weather flight-checking program 
is planned, flying a grid pattern over the United States to enable CAA to check 
every continental facility for safe and effective operation approximately twice a 
year. 

Under the Federal aid airport program authorized by Public Law 211 of the 
84th Congress, grants for airport development will total $231.5 million over a 
4-year period. The program for fiscal year 1956 has been developed and released. 
We estimate that bills will be submitted for partial or final grant payments in the 
amount of $30 million. 

We are moving ahead on the construction program for Washington National 
Airport, authorized by your Committee in the Supplemental Appropriation Act 
of last year. As these new facilities are commissioned additional funds will be 
required for their maintenance and operation. However, a portion of the in- 
crease will be offset through savings realized by realignment of functions and a 
resulting reduction of some positions. In response to a directive from this Com- 
mittee we have increased landing fees and renegotiated concession contracts to 
provide additional revenue. 

We are proposing an initial program for the control of all airspace above 24,000 
feet. This is a requirement of the military at present; however, civil jet operations 
are expected to commence in the next few years. For operational efficiency jet 
aircraft fly at higher altitudes, and presently fly direct routes which places them 
outside the airways structure, where no air traffic control is now provided. With 
the expanded operations, there is a need for control of all airspace at high altitudes. 


MARITIME ADMINISTRATION 


In discussing the budget request of the Maritime Administration, two items of 
major significance should be highlighted. The first is the planned ship construc- 
tion program which represents a further step toward solving the ship replacement 
problems of the merchant marine. The planned program attacks the problem in 
3 ways in that it contemplates (1) payment of construction-subsidy for 20 replace- 
ment vessels; (2) construction of two prototype ships in connection with develop- 
ment of standard ship designs which are considered basic to a long-range ship- 
building program; and (3) continued research and development looking toward 
more efficient ships and more economical methods of operation. 

I am pleased to report that, as a result of ship construction appropriations made 
available in the past two years, real progress is being made in meeting the problem 
of block obsolescence. During the first half of the current fiscal year, seven new 
ships were delivered and at December 31, a total of 32 ships were under construc- 
tion or conversion. Since that date, the Federal Maritime Board successfully 
negotiated a ship replacement agreement with Grace Lines under which that 
company entered into a contract for the immediate construction of 2 passenger 
ships and agreed to contract for the replacement of its entire cargo fleet over a 
10-year period commencing in 1958. This agreement follows the pattern pre- 
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viously set. whereby replacement of war-built ships of the subsidized lines will be 

phased over a period of years to provide an orderly, continuing ship construction 

program. In addition to the 20 replacement ships planned for 1957, it is now 
lanned to sell and convert two additional mariners to the American President 
ines, as part of the long-range ship replacement program of that company. 

The shipping industry is acutely aware of the need for ship replacements and 
negotiations currently underway could result in the need for replacement of ships 
in excess of the additional 20 now planned. We are confident that contracts for 
ship replacements will be successfully negotiated if the Government’s share of 
the cost is made available in this appropriation. Completion of these negotia- 
tions will be materially aided by the fact that procedures now in use for deter- 
mining construction subsidy have been found acceptable by the industry, the 
comptroller general and a special congressional committee. 

The other item of major significance in the estimate is the progress reflected in 
liquidating overdue operating subsidy payments. The Federal Maritime Board 
has in the past few months, for the first time, approved subsidy rates for protec- 
tion and indemnity insurance for most operators for 1952 and prior years. Estab- 
lishment of fair and reasonable rates for this item of expense makes it possible 
to proceed with finel settlements of subsidy due for the early postwar period. 
Liquidation of these overdue accounts has beer a primary objective of the Mari- 
time Administration for the past 3 vears. The 1956 supplemental estimate recently 
vonsidered by this Committee, requests funds to make payments for the years 
1947-51 and the 1957 estimate requests funds for final payments for 1952-53 as 
well as funds to make current payments. 

The other appropriation requests of the Maritime Administration are based on 
continustion of existing programs at about the same level as in the past with some 
modest increases in staffing to permit better administration of the subsidy pro- 
grams. One new item is included to permit some advance planning to facilitate 
the reactivation of mobilization shipyards in the event an emergency should 
require such action. 

BUREAU OF PUBLIC ROADS 


The amounts requested for the Bureau of Public Roads largely represent 
liquidation of contract authorizations provided for prior fiscal years. 

The estimate for Federal-aid-highways clearly reflects progress by the States 
in utilizing Federal funds made available for improvements to our highway 
system. Although the 1956 and 1957 authorizations were 52 percent greater 
than the amounts authorized for the preceding 2 fiscal years, the active program 
is nearing the current annual authorization rate. Indicative e of the momentum 
the program has gathered is the all-time record for payments during any one 
month which was established with the expenditure of approximately $80 million 
in December 1955. 

Since it is estimated that funds available for reimbursing the States will be 
exhausted by the end of April, a supplemental appropriation of $100 million has 
been requested for the current fiscal year in order to pay bills we expect to be 
presented by the States for the Federal share of work accomplished. 

The estimate for forest highways provides funds for liquidation of contractual 
obligations largely incurred in prior fiscal years. The level of this program has 
been maintained at approximately the annual authorization rate of $22,500,000 
since the extension of contract authority to the program by the Federal-Aid 
Highway Act of 1954. 

Forest highway program contracts are usually executed directly between the 
Federal Government and highway contractors. Since currently available funds 
are expected to be exhausted before the end of this fiscal year, a supplemental 
appropriation has been requested in order to satisfy payments to contractors for 
work which will be accomplished throughout the current fiscal year. 

Authorizations for public lands highways are provided to assist States with large 
areas of public lands in the improvement of sections of main roads, principally 
on the Federal-aid highway system, which these States find difficult to finance 
otherwise. On the basis of the extension of contract authority to this program 
by the 1954 act, obligations are incurred annually at approximately the au- 
thorization rate of $1 million. Funds for the current fiscal year will be adequate 
to carry payments through the fiscal year. The estimate for 1957 will provide for 
liquidation of the remainder of the 1956 authorization and part of the authorization 
for fiscal 1957. 

Last year a total of $62,980,000 was appropriated for early completion of the 
Inter-American highway. It is estimated that project agreements will be exe- 
cuted with the cooperating Central American Republics during fiscal 1956 for 
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construction estimated to cost $57 million. Approximately $38 million of this 
amount represents the United States share. It is expected that the remainder of 
available funds will be placed under agreement and obligated during the 1957 
fiscal year. Large seale construction made possible by last year’s appropriations 
is currently under way and reasonably good progress is being made. It is expected 
that by the end of fiscal year 1956, work will be under way on approximately one- 
half the mileage on which additional construction is required. he commissioner 
of public roads will be prepared to discuss this program in greater detail. 


WEATHER BUREAU 


In my first appearance before this committee last year, I recommended the 
approval of an appropriation increase that would permit the Weather Bureau to 
take the first step in a long-range program to modernize its facilities and improve 
its weather services. 

Subsequently, the Congress provided funds for this purpose as well as for 
accelerating improvements in hurricane, tornado, and severe storm services. A 
three-pronged attack has been started on long standing meteorological problems: 
(1) An immediate strengthening of forecasting and warning services to the fullest 
extent permitted by available technical knowledge, (2) inauguration of a severe 
storm research project to enhance technical knowledge, thereby moving toward 
improvement in the science of meteorology, and (3) replacing obsolete meteoro- 
logical equipment with modern electronic equipment capable of detecting, track- 
ing, and measuring weather elements with greater speed, accuracy, and efficiency. 

Significant progress has been made toward these objectives. Modern meteoro- 
logical equipment of electronic design has been ordered for installation throughout 
the Nation to aid in the detection and forecasting of severe storms; staffs at exist- 
ing field stations have been increased to strengthen the Bureau’s public service 
programs; additional stations have been established to extend protection services 
to vulnerable geographical areas; the cooperative marine-weather reporting pro- 
gram has been modernized and extended to provide better protection to coastal 
areas; flood forecasting and warning service has been provided for the New Eng- 
land and South Atlantic States; fruit-frost service has been extended; communica- 
tions systems in severe storm areas have been improved; and the preliminary phase 
of the hurricane and tornado research projects is nearing completion. 

The program proposed for 1957 provides for further strengthening of forecast 
and warning services, implementation of the second phase of the severe storm 
research project, and modernization of additional field facilities. 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


Steady progress has been made by the Defense Air Transportation Administra- 
tion in developing and administering preparedness measures relating to the air 
transportation industry. We contemplate that this activity will continue in 1957 
at about the same level as in 1956. 


Civit AERONAUTICS ADMINISTRATION 


Mr. Roruscuitp. Mr. Chairman and members of the Committee, 
I will start with the Civil Aeronautics Administration, and as you 
will note there has been a tremendous growth in aviation, year by 
year. There seems to be no limit, to be perfectly frank, the growth 
is exceeding the capacity of the system, and that results in a delay 
both for commercial travel and military missions, and under instru- 
ment flying conditions we simply do not have the capacity to handle 
the amount of traffic which would like to move. We therefore have 
two approaches at this time in the CAA budget; one is to provide 
known and today’s available items, and at the same time study the 
long range solution under that phase of it which we consider mechanics, 
and which gives added emphasis for the necessity for research and 
development programs. 

We are working very closely with the military, with the hope that 
we can possibly use their very extensive and expensive system for 
air-traffic control. 
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5-YEAR FEDERAL AIRWAY PLAN 


The appropriation request includes some additional personnel and 
equipment to meet immediate problems. This is a part of a 5-year 
plan, which was developed at the behest of the Congress, and this 
plan has been cleared thoroughly with all departments of the Gov- 
ernment, and with the aviation industry. It has been developed to 
accommodate the air traffic which will be expected by 1960. ‘This is 
an immediate way of meeting our current problems. 

Now, on the equipment side, we plan to purchase the less complex 
items which are today procurable and can be installed right away. 
That will include long-range radar, and we are buying only that 
amount of radar that we cannot get by using military radar which is 
already installed. And it also includes communications equipment. 


PURCHASE OF AIRCRAFT 


Mr. Weeks mentioned when he was up here that it also includes 
the purchase of 5 aircraft for high altitude test checks. We are 
presently unable to go above 12,000 feet, and we know very little 
about the levels above that, because we are unable at the present time 
to fly above that level, and we are thus unable with the equipment 
we have to determine the conditions above 12,000 feet. 


FEDERAL-AID AIRPORT PROGRAM 


We are also requesting $30 million of liquidating cash for bills 
which are now or will be due to extend Federal aid to the airport 
program, which was authorized by Public Law 211. 


WASHINGTON NATIONAL AIRPORT 


There is also money in this budget, which comes under the head of 
the Washington National Airport. There will be some additional 
maintenance and operating cost in connection with new construction, 
but we are partially offsetting operating costs by a reduction of 
positions in a few areas which we think are not needed any more. 

May I pass now to the Maritime Administration. 

Mr. Preston. Yes. 


MARITIME ADMINISTRATION 


SHIP CONSTRUCTION 


Mr. Roruscuiip. There are two principal items of major signifi- 
cance in the maritime request: First, there is the ship construction 
program, for meeting ship replacement, in three different ways, one 
by the payment of construction-subsidy for 20 replacement vessels; 
two, the construction of two prototype ships in connection with 
development of standard ship designs used in our basic development 
program, and the third by continued effort in research and develop- 
ment which will produce more efficient ships and more economical 
methods of operation. 

In the construction differential subsidy there is a request for 
$164,600,000. We propose to reduce this item by $13 million, because 
of an item for the American President Lines, for two ships. They are 
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going to buy and convert Mariners rather than build new ships. 
This conversion cost will be about $2,300,000, and will make a net 
of about $13 million less than the way it is printed in the document. 

Under the head of prototype ships, we are asking for funds to build 
a Freedom-class ship at $6.5 million, a Clipper-class ship at $8,900,000, 
and a nuclear-power-type ship at $22,500,000. 

There is also an item of $15 million to acquire older ships which 
new ones will take the place of —$88,400,000 of new ships. 

We are asking research and development funds in the amount of 
$5 million. The largest part of the request is for the conversion of 
another Liberty ship with modernized power. 

There is also an item for administration and warehousing, $3 million. 

Because you encouraged us by appropriation in the last session, 
we have under the shipbuilding program already delivered 7 new ships, 
and at the end of the year we had a total of 32 ships under contract 
to build or convert, and that is a notable change from the situation 
we had just a short time ago. 

You will recall, I believe, that there was only one ship being built, 
for private account, at the end of December 1954. 

Mr. Tuomas. Yes. 


OPERATING DIFFERENTIAL SUBSIDIES 


Mr. Roruscuiip. We are happy to report to you that we have made 
significant progress in the operating differential subsidy picture. We 
have liquidated a large part of the subsidy payments for the first time. 
The Maritime Board has been diligent along that line and has ap- 
proved subsidy rates for all classifications of subsidy, and for the 
first time has determined rates in the protection-indemnity insurance 
field. 

They have now established the rates for all years up to and including 
1952. This 1957 estimate requests funds for final payment for the 
years 1952 and 1953, and as well funds for making current payments. 

We shall have all final subsidy rates for the calendar years 1947 
through 1954, so that we will be able to make final payments for all 
years through 1953. We will have established rates for the calendar 
year 1955; so that we can make the 90-percent payment for that 
period; and will have at that time a 3-month lag for taking up and 
processing the quarterly vouchers. There will be also funds enough 
to make payments of the 75 percent for the calendar year 1956, and 
for the first quarter of calendar 1957. 


SALARIES AND EXPENSES 


The other requests for the Maritime Administration are based on a 
continuing program, of about the same level as in the past, with 
some moderate increase in staff, so that we can do a better job of 
administering the subsidy program. 

Mr. Weeks spoke to you about an item of $1 million, which is to 
permit advanced planning, to enable us to speed up reactivation of 
mobilization shipyards, in the event of an emergency, so we would 
have the plans available upon request of the Office of Defense 
Mobilization. 





173 


Bureau oF Pustic Roaps 
FEDERAL-AID HIGHWAYS 


In the Bureau of Public Roads, the money requested is entirely 
for the liquidation of contract authorizations. The 1954 bill estab- 
lished new highs in additional participation in highway building, and 
those bills are now coming in so that the payments are running at 
about the same rate as the authorizations. To give you an indication 
of the rates at which they are coming in, we had an alltime record, 
in December 1955, of $80 million; with the result that we will run out 
of money by the end of April. 

We have a supplemental request in, as you know, and the money 
asked for in the 1957 programs is based on our best estimate of what 
we will need to liquidate those bills which will be due in that period. 

There is also a request for $22.5 million for the forest highway 
program and $1 million for Public Land highways. 


INTER-AMERICAN HIGHWAY 


Mr. Weeks also spoke to you about the Inter-American Highway 
situation. ‘There was appropriated $62,980,000 for the early com- 
pletion of that highway. It is estimated that project agreements for 
construction to cost $57 million will have been effected during fiscal 
1956. Approximately $38 million of that amount represents the 
United States share. The remainder of the funds will be placed under 
agreement and obligated during the 1957 fiscal year. 

A large number of construction programs which were made possible 
by last year’s appropriation are under way, and good progress is being 
made. We will have started work by the end of 1956 on approxi- 
mately one-half of the mileage on which additional construction is 
required. 

WeatHer Bureau 


In the case of the Weather Bureau, Mr. Chairman, the item about 
which I am about to speak to you, the people who are directly in 
charge.of these programs will be with you, and will be prepared to give 
you much more detailed information than I have. 

First, about the Weather Bureau: Last year you encouraged the 
Weather Bureau for the first time in many years, and good results 
really show what they can do. We appreciate very much what was 
done. 

Mr. Preston. But what about the weather; it still seems to get 
worse. 

ACCOMPLISHMENTS DURING 1956 


Mr. Roruscuitp. We hope at sometime that we will be able to do 
something about that, but to be perfectly frank, we do not know 
enough about it yet. That is one more reason why we are asking for 
some research funds, so we can find out more of the basic reason why 
weather happens the way it does. We did during the year strengthen 
our forecasting and our warning services. We inaugurated the severe 
storm research project, and replaced a lot of obsolete meteorological 
equipment. We have ordered electronics equipment, have provided 
increased staff at some of the field stations, and we have established 
a few additional stations in some areas. 
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We have extended the maritime weather system, which is done on a 
cooperative basis, to the coastal areas. We have greatly strengthened 
the flood-control forecasts, the warning service, particularly in the 
New England and South Atlantic States. We have extended the 
fruit-frost service, and we have a much better communications system 
for severe storm warnings, 

The preliminary phase of the hurricane and research projects is 
almost finished. 


COMPARISON OF 1956 APPROPRIATION AND PROPOSED 1957 BUDGET 


In 1957 we propose to continue to strengthen the forecast and 
yarning service, and we will get.into the second phase of the severe- 
storm research project, with modernization of additional field facilities. 
Incidentally, we shall be asking for less money—$38 million—than 
you gave us last year. 

Mr. Preston. You are now speaking to the entire area? 

Mr. Roruscuitp. The entire area on weather. 

Mr. Preston. You do not mean a decrease of $38 million? 

Mr. Roruscuitp. No. 

Mr. Preston. You said you were asking for less—$38 million? 

Mr. Roruscurtp. No; we are asking for $38 million, which is less 
than we got last year, which was something over $41 million. 

Mr. Preston. As a matter of fact, the reason you can say you 
got less than last year, because last year involved the purchase of 
expensive equipment. 

Mr. Roruscuiyp. Yes; and it is available for several years. 

Mr. Preston. But that accounts for the fact that you are request- 
ing less this year; but if you take out the nonrecurring items involved 
in the purchase of equipment—if I recall the figures correctly, you 
will be asking for about $1,300,000 above the request and what you 
had in fiscal year 1956. I am talking about salaries and expenses. 

Mr. Roruscuitp. That is correct. 

Mr. Preston. $1,400,000. 

Mr. RoruscuHinp. Yes. 

Mr. Preston. It just depends upon how you look at it. You 
look at it one way, and we look at it another. 

Mr. Roruscuitp. Yes. That is why we have two branches of the 
Government, I suppose, Mr. Chairman. 

Mr. Preston. I suppose so. Mr. Secretary, we thank you for your 
general statement, which has been very informative. Are there any 
questions on the general statement by members of the committee? 

Mr. Tuomas. No questions. 

Mr. Preston. Mr. Yates. 





TACAN VOR/DME CONTROVERSY 


Mr. Yates. I understood you to say, Mr. Secretary, that you are 
working very closely with the military in coordinating air control 
facilities. 

Mr. Roruscnuitp. Yes. 

Mr. Yates. Does that mean that you are switching to TACAN 
rather than DME? 
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Mr. Roruscuitp. I had reference to the fact that we, wherever 
possible, are using already installed military-installed radar equip- 
ment, 

Mr. Yares. Is it a dual band? 

Mr. Roruscuitp. That has not entirely been resolved as yet, al- 
though we are making very substantial and good progress. 

Mr. Yates. I did not see any reference to that program in your 
statement. Does this mean that you are switching to a DME pro- 
gram? 

Mr. Roruscuitp. No. 

Mr. Yates. Or that you have abandoned it? 

Mr. Roruscuiutp. No; it does not mean that we have abandoned 
it. We do not have enough information as yet, although as I said, 
we made good progress, and substantial progress. 

Mr. Yares. Is there a request for funds in this estimate to do this. 

Mr. Roruscuitp. Not for DME. For VOR. 

Mr. Yates. For VOR. 

Mr. Roruscuitp. That is coming up later. 

Mr. Preston. We will come to that item later, but I am glad you 
brought it up, because we are all very much interested in it. 

Mr. Yares. I know we discussed it last year, and I was wondering 
why he did not raise it. 

Mr. Preston. This is a very live subject and one which very much 
disturbed this committee last year. The policy was to continue 
with DME until 1960, and with VOR until 1965, despite the fact 
that TACAN has been taken from under the wraps, and has been 
brought out to the general public, declassified. There was very 
serious consideration as to which system would be the most efficient, 
and which of the systems should be employed over the long-range 
period. ‘The Congress has been in the middle of this fight too long 
already. We have sat here and appropriated funds for DME and 
VOR, yet were unaware that the Air Force was carrying on any 
experimentation with TACAN. The CAA knew about all it, yet 
nobody mentioned anything to us. The Commerce Department 
knew about it, I am certain, and yet this committee was kept com- 
pletely and totally in the dark. 

Now with this budget, you are requesting funds for YOu, which 
still puts us in the middle of this question, while negotiations are 
actively going on, were late yesterday, on the question of TACAN, 
DME, and VOR. What is your position, Mr. Secretary, since you 
have been in this dispute; what is your position on this question? 


POSITION OF UNDER SECRETARY ON TACAN-VOR/DME 
CONTROVERSY 


Mr. Rotuscuiip. My position, Mr. Chairman—and I am sure this 
is the position of many others—is simply this, that we must have a 
common system of navigation for aircraft. It is impossible to con- 
template operation with more than one system; and it would also be 
impossible to finance, for the Nation, to have more than one system. 

If we have to have one, we must ‘have one which will do all that 
everybody needs to have done by the system. That means, that it 
yer not only be suitable for one kind of flying but for all kinds of 
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That means, in my thinking, that it will have to be good enough to 
suit and fit the tactical requirements of the military in order to be 
acceptable. In addition to that it should fit into and include the 
requirements of all of the other kinds of flying. 

We are, as I understand it, in an area of many, many unknowns. 
We have, during the period of the lapse of time between last year and 
this year, been “able to resolve, in some degree, a good many of the 
unknowns. In other cases we do not know more than we did a year 
ago. But we have had the assistance of the Air Navigation Develop- 
ment Board, of which I am a member; and we have had the assistance 
of the best qualified technical people in and out of Government. We 
have brought a number of people into this thing, but as I say, we just 
do not quite have all of the answers yet. We are approaching a solu- 
tion, I believe rather rapidly, and I think within a reasonable period 
of time we will have a good system. We have not found enough of the 
answers yet so that we can have a national policy, which will be a 
sound, firm and protective one. 

And in any circumstances, VOR will be good for many years, until 
1965, and in my judgment for many years thereafter. 

Mr. Yates. Mr. Secretary, is it not true that DME and TACAN 
operate on the same wavelength? 

Mr. Roruscuitp. Yes. 

Mr. Preston. VOR will tell you where you are and guide you to 
your destination. TACAN is designed to tell you not only where 
you are but to guide you to your destination and also tell you exactly 
how far you are away. 

Mr. Roruscuicp. Yes. 

Mr. Preston. It is supposed to be a combination of the two? 

Mr. Roruscuiup. Yes. 

Mr. Preston. And it is a combination—— 

Mr. Roruscuixp. It is a combination of the azimuth and distance 
information; yes. 

Mr. Preston. Now, is it true that there were experiments thus far 
conducted with TACAN which have revealed that it is an improve- 
ment over VOR by only 5° in azimuth? 

Mr. Roruscuixp. I do not think that is a significant part of the 
controversy. 

Mr. Preston. But is that true? 

Mr. Roruscuitp. No that is not correct. I think both of them are 
capable of adjustments and refinements to the point where they can 
both be brought within 1°; and we have set up both systems, and 
worked them within 1° error. 

Mr. Preston. One degree? 

Mr. Roruscuitp. Yes, sir. 

Mr. Yates. Then what is the advantage of one over the other? 

Mr. Preston. You have asked the $64,000 question. 

Mr. Roruscuitp. As I indicated a little while ago, Mr. Yates, any 
navigation system policy must encompass the ability, the reliability, 
and equipment to furnish what is needed for all types of flying. VOR 
equipment, in my judgment, does not have some of the tactical 
requirement for the military situation; and so far as we know now it 

cannot be developed to have those chs ars acteristics. 

Mr. Yarrs. The chairman asked you to express your opinion. 
Are you giving this as the administration’s opinion, the one you are 
expressing? 
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Mr. RoruscuiLp. The administration’s position has not yet been 
determined, Mr. Yates, because there are still so many unknowns 
in this field. 

AIR COORDINATING COMMITTEE REPORT 


Mr. Horan. Did we not have a committee that was supposed to 
report on this about the first of the year, this year; on the advantages 
of each? 

Mr. Preston. Last year there was an agreement entered into and 
signed. I do not know what happened to that agreement. A copy 
of the agreement was handed to this committee, and we do not know 
at this time but what it might perhaps have been solved. What 
happened to it; do you know? 

Mr. Roruscuitp. They did get something. The agreement was 
that VOR shall be considered as standard until 1965, and will be con- 
tinued until 1965, and longer, in my judgment. And DME was 
extended to 1960. 

Mr. Preston. What you are saying, Mr. Secretary, is that salve 
is being applied to the Congress, to get the Congress to go along 
with the idea until you get through trying out and perhaps getting, 
TACAN. 

Of course there is a good deal of information available on this sub- 
ject, and this committee will have the opportunity to get into the 
matter to the extent desired. 

Mr. Horan. Mr. Harris had a committee which has gone into it 
rather fully. 

Mr. Preston. Yes. I was disturbed concerning this report in the 
American Aviation Daily, that they were having such difficulty with 
the TACAN system that it was ordered put under lock and key. They 
indicate however that the Navy is installing VOR on some of the 
South Pacific craft, and is puttmg TACAN on an evaluation basis, 
and installing 15 ground TVOR’s what does the “TT”? mean? 

Mr. Roruscuiip. Terminal. 

Mr. Preston. Terminal. 

Mr. Rotrnscutiitp. Mr. Chairman, [ think that is a part of the total 
overall evaluation process, which is constantly going on. 


DIFFERENCE BETWEEN TACAN AND VOR/DME SYSTEMS 


Mr. Yates. May I ask one further question? I unde stood last 
vear that VOR was entirely different from both TACAN and DME; 
and that DME and TACAN are different. We now have i ene ion, 
at least I got the impression that VOR is an entirely different system 
from TACAN. Is that correct? 

Mr. Roruscuitp. Well, let me emphasize this that both of them 
are what is known as Rho Theta systems. “TACAN”’ is a name 
which encompases both kinds of information. 

Mr. Yates. Yes. 

Mr. Roruscuitp. VOR/DME encompasses both kinds. 

Mr. Yates. If TACAN encompasses both, would TACAN include 
VOR? 

Mr. Roruscnitp. No; it includes 

Mr. Yates. I mean is the equipment a counterpart; or is it compa- 
rable equipment to DME; and also does VOR encompass it? 

Mr. Roruscuiyp. Yes; it has both azimuth and distance. 
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Mr. Yates. So that when you are speaking of TACAN, you cannot 
distinguish whether or not it has something different 

Mr. Roruscuitp. If you are operating under those conditions, you 
would know exactly the difference. You have a different wavelength. 

Mr. Yates. TACAN includes VOR plus the counterpart of DME? 
I remember when this was up last year, it was said it was perfectly 
proper for us to allocate funds for research and development as to 
TACAN, and it was also feasible to appropriate some funds for use of 
DME. From what the chairman has remarked concerning VOR and 
TACAN, I do not quite understand it. 

Mr. Rorascnuitp. Maybe this will aid you a little, Mr. Yates. The 
commercial airlines today are using other kinds of equipment, straight 
communications equipment, and they can quickly exchange infor- 
mation with ground stations. 

Mr. Yates. And they also have VOR equipment? 

Mr. Roruscnaiup. And they will have such equipment until at least 
1965. And the military will probably use some VOR and some 
TACAN. 

Mr. Yates. Both? 

Mr. Rornuscuitp. Both; so they will have 2 sets of equipment on 
the planes, in the transition period, and these 2 systems, at least 
partially, will be installed all over the country. 

Mr. Preston. Thank you, Mr. Secretary. We will stand in recess 
until 10 o’clock tomorrow. 





Wepnespbay, Marca 21, 1956. 


CIVIL AERONAUTICS ADMINISTRATION 
WITNESSES 


LOUIS 8S. ROTHSCHILD, UNDERSECRETARY FOR TRANSPORTA- 
TION 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRA- 
TION 

OSCAR H. NIELSON, DEPARTMENT BUDGET OFFICER 

CHARLES J. LOWEN, ADMINISTRATOR OF CIVIL AERONAUTICS 

J. H. TIPPETS, DIRECTOR, OFFICE OF FEDERAL AIRWAYS 

H. H. HOWELL, DIRECTOR, OFFICE OF AIRPORTS 

ARVIN O. BASNIGHT, BUDGET AND FINANCE OFFICER 

COL. J. F. TAYLOR, DIRECTOR, AIR NAVIGATION DEVELOPMENT 
BOARD 

B. H. GRIFFIN, DIRECTOR, WASHINGTON NATIONAL AIRPORT 


Mr. Tuomas. The committee will please come to order. 

Mr. Secretary, when we adjourned you had just about completed 
your statement. 

Mr. Roruscuitp. Yes, Mr. Chairman. 

Mr. Tuomas. Let us turn to Civil Aeronautics Administration: 
do you have any special statement you want to add to what you said 
yesterday, or just how do you want to handle it? 

Mr. Roruscuitp. Mr. Lowen, the Administrator of Civil Aero- 
nautics is here, Mr. Chairman. 
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Mr. Tuomas. We are delighted to have him with us. I understand 
he is from Colorado, and has been over in the Administration for 
some time. 

Mr. Lowen. I have been there since May 1, Mr. Chairman. 


BIOGRAPHICAL BACKGROUND OF CHARLES J. LOWEN, ADMINISTRATOR 


Mr. Toomas. May 1. We are delighted to have you and we hope 
you will like your job. Tell us a little something about yourself. 

Mr. Lowen. Mr. Chairman, I was born and raised in C ‘olorado, and 
was educated in Denver, and the University of Colorado; and it was 
there in 1934-38 where I first learned to fly, and continued in the 
Reserves ever since, almost without interruption, until about 2 years 
ago. But I started out as a base operator and finally served as a 
teacher of flying. 

Mr. Tuomas. As a teacher. 

Mr. Lowen. Teaching flying; and we had the largest pilot training 
program between Missouri and the west coast. You are familiar, [ 
am sure, with that type of program. 

Mr. Tuomas. Yes. 

Mr. Lowen. And when the war came I entered the military service 
with the Air Transport Command which gave me the opportunity 
to become qualified in all types of air planes, from the single- to the 
four-engine types of equipment in use at that time, through delivering 
aircraft to ev ery theater of operation. Later I worked with the 
Passenger and Cargo Division of the Air Transport Command, and 
in this phase of service I was based in the Pacific Ocean areas until 
the end of the war. 

After the war was over I joined the Capital Airlines as director 
of their overseas operations, and also assistant director of their 
domestic operations. I was there for 2 years. At that time I 
decided that it was an appropriate time for me to return to Colorado, 
and I became director of aviation for the city and county of Denver, 
where I participated in developing the airport as it exists today. 
Retaining an interest in starting a business for myself, I entered the 
automobile business with a Packard dealership, and a distribution 
business which covered five States. For use in my own business, [ 
continued private flying until the Nash-Hudson and the Packard- 
Studebaker mergers, at which time they decided to do away with 
private distributors and go back to factory distribution. [ then 
decided to get back into the aviation picture, which brought me back 
here again in this present capacity. 

Mr. Tuomas. We thank you very much, and we are delighted to 
have you with us. 

GENERAL STATEMENT 


Mr. Lowen. Mr. Chairman, would you like to have me make my 
general statement for the Administration? 

Mr. Tuomas. If you have one prepared we will be delighted to 
have you summarize it and insert the full statement in the record. 

Mr. Lowen. I will be glad to do that. 

(The prepared statement referred to follows:) 
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StaTEMENT By C. J. Lowen, ADMINISTRATOR OF CiIvIL AERONAUTICS 


I appreciate the opportunity of presenting to this committee the programs and 
estimated requirements of the Civil Aeronautics Administration. In broad 
terms, the job we have in CAA is to ensure the pu lic safety as affected by aviation. 
The responsibilities are fixed. We have a substantial going operation and for 
our work the Congress, this year, has authorized 15,375 employees and a total 
of $164 million. However, the Nation is utilizing air services in an order of 
magnitude that vastly exceeds the capacity of our resources. Therefore, we 
need your understanding and help in developi:: means of providing by evolu- 
tionary, rather than revolutionary methods, the capacity of ensuring the safety 
in aviation that Congress has directed by statute. 

How big a job do we have? There is no single criterion, but several factors 
considered concurrently bring the picture into focus. 

1. Aviation fuel consumption in 1957, compared to 1952, will be up 78 percent 
for civilian use and 265 percent for military purposes. All of the planes that fly 
in this country depend upon CAA for services and, while this increased use of 
aircraft is taking place, our staffing has been reduced by 4 percent since 1953 
and approval of the request before you will only result in a 5-percent increase in 
staffing for 1957 over 1953. 

2. The aircraft manufacturing industry (military and civil) is averaging an 
employment of 750,000 per month. This is a manpower force ranging second 
only to the automotive manufacturing industry and is producing more versatile, 
high-performing, bigger and faster aircraft. This concentrated effort is resulting 
in approximately 8,500 additional military aircraft annually and some 4,500 civil 
aircraft. These planes, when produced, are placed in operation and further con- 
gest our national airspace. 

3. Our domestic and international scheduled airlines carried 38 million 
passengers a total of 22.4 billion revenue passenger-miles in fiscal year 1955, 
or 30 percent increase over 1953, and the operating companies have placed 
orders for new equipments, largely jet-powered airliners, having a cash value of 
more than $1.5 billion. 

4. Today’s investment in civil airports has been estimated at $4 billion and 
there are about 7,000 airport sites. The need for airports of greater capacity is 
well recognized by eligible sponsors under the Federal Airport Act and they have 
indicated the availability of more than enough funds to utilize the full amount of 
Federal grants-in-aid authorized by Public Law 211 of the last session of Congress. 

Now, what resources do we have for this job: 

1. The work we perform is truly national in scope, involving all of the States 
and Territories and the international areas to which our flag carriers operate. 
For these services the agency is utilizing, among other things: 372 communica- 
tions stations to relay air/ground flight and weather data; 31 air route traffic 
control centers to safely regulate the movement of interstate traffic; and 111 air- 
port traffic control towers to safely handle air traffic at congested air terminals. 
At some additional 75 locations, the communications and traffic control facilities 
have been combined, in order to effect economies. In addition to these primary 
elements, the CAA operates several hundred additiona) equipments to provide 
air-navigation facilities and traffic-control facilities. 

2. The aviation safety program is operated through 152 separate field offices, 
in order to insure safe operating practices on an area coverage basis. We have 
delegated authority to some 6,000 individuals to act for the Administration in 
certifying compliance with civil air regulations. This is about as far as we can 
go, both in terms of what is acceptable to industry and the limit of our capacity 
in monitoring the standards of their work performance. 

3. The airports program is operated through 20 district offices to assure obtain- 
ing value received for the Federal investments being made in airport construction. 

The national scope of aviation requires this wide distribution of effort and with 
the continued rapid growth in aviation activities, particularly the material 
strengthening of military aviation and the higher performance of all categories 
of aircraft, there results a problem of real national importance. The fact that 
we have a really big and complex situation need not be belabored, but it is my 
objective to take first things first and deal with them as we have the capacity. 

The greatest single problem we face is air-traffic control. Until we have the 
capacity to effectively regulate the safe movement of the numbers of aircraft re- 
quired in our national interest there can be no real assurance of ability to move the 
existing volume of aircraft safely and reliably. This affects the business interests 
in aviation and the defense capacity of our country. I propose to tackle this 
problem by placing increased emphasis on the operational aspects of air-traffic con- 
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trol, by first assuring that the traffic-control problems can and will be brought to 
my attention and I shall use all the available prestige and influence to solve the 
problems. This simply means having the men who operate the system develop the 
operational requirements needed and then having the engineers apply their in- 
genuity and skill to devising and perfecting the equipments and systems for their 
operational use. 

Secondly, I intend to use every available means of familiarizing our personnel 
with the operational characteristics of jet aircraft. Our people need have a great 
deal more training and indoctrination in jet performance if they are to effectively 
administer safety regulations and operate the Nation’s airways system. 

Thirdly, we must move in an orderly direction toward more automation of the 
traffic-control system. There has been much publicity given to a military develop- 
ment called SAGE. This system has great promise but its adaptability to han- 
dling not only military missions for interception purposes but also a great volume 
of mixed types of aircraft is yet unproven. I propose to fully explore the capacity 
of the available equipments and press with all our energy toward means of mecha- 
nizing the operations of our air-traffic controllers, in order that their skills may be 
more effectively applied to significant decision making. 

This relief is not to be realized in short order and we are planning a 5-year 
program of installing more radar equipments, using techniques and facilities 
presently known and proven and looking toward later utilization of equipments 
and facilities now in the development stages. This 5-year plan has basically 3 
major factors: (a) a complete navigation system, (b) radar, and (c) improved 
and expanded communications, so that we may have more effective traffic control 
and utilization of air space. 

The essential need for expanding the capacity of our facilities is recognized by 
the military services and all segments of the aviation industry. I agree with a 
recent statement by an industry leader which is quite succinct: ‘Our present 
aircraft are already carrying greater loads than their terminals can handle and 
they are out-running the present aids and facilities provided * * *. With the 
new generation of aircraft now on order * * * this matter of current navigation 
facilities has become serious and pressing * * *. The disparity between what 
our aircraft are capable of doing and what they can do safely is the greatest single 
threat to the industry’s future.”’ In effect, the technicians in aviation recognize 
that the time to act is now on strengthening our navigation and traffic control 
facilities. While we will continue to economize wherever possible, it is the 
judgment of aviation experts that increases in our activities will be required for 
several years to come. 

To facilitate the committee’s consideration of our estimates, there follows a 
summary table of amounts requested by appropriation heading in fiscal year 1957. 


Regular operating budget: Estimate 1957 
Operation and regulation $128, 500, 000 
Maintenance and operation, W ashington National ‘Airport- 1, 500, 000 
Maintenance and operation of publie airports, Territory of 

ROOM ood 3 SSeS oe ttn ne eG eeiew a a as 618, 000 
Air navigation developme ee ots see Sens be a rank 2, 000, 000 


Regular operating budget. be aes eee 132, 618, 000 
Capital investment budget: 


Establishment of air navigation facilities wee Fak 40, 000, 000 


Grants-in-aid for airports___________- Ss ee Se 63, 000, 000 
Capitel investment budget... ..2.-.......-... 6... 103, 000, ‘000 
New obligation authority___.._.._.._..._.___--- eee 5 aes See 235 ), 618, 000 
Less contract authorization under Public Law 211, 84th 
OEM 2 ee So Sie ibe Aes _.... —63, 000, 000 
Plus: appropri: ition to liquidate ‘contract authorization in 
prior years... -- bid AOR ORCL ee ti le eat ba 30, 000, 000 


202, 618, 000 


Under the heading “Operation and regulation,” for which $128,500,000 is 
requested, $111,099,000 is for operation of the Federal airways system. In this 
activity, we anticipate a 15 percent increase in the workload of air route traffic 
control centers and stations and a 9 Po, ine rease in the workload for airport 
traffic control towers. The total of the $12,538,000 reflected as an increase, 
breaks into the following principal Be Bc $2,745,000 for full-year cost of 


Total, appropriation request _ - 
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facilities and services furnished part of the current year; $2,095,000 for increased 
workload; $7,698,000 for additional facilities and services including items not 
previously operated from this source of financing. In this latter amount is 
$4,921,000 for operation of new facilities, $403,000 for training of personnel that 
need be recruited, $1,047,000 for instituting control of air space above 24,000 
feet, and $1,327,000 for several related items including replacement of automo- 
biles, strengthening the program of evaluating equipments, end improving the 
warehousing and shop facilities at the Oklahoma City center. These increases 
are offset by a number of economies so as to aggregate a net increase of $12,344,000. 
It is significant to note that included in the total request there is involved 
$5,200,000 for financing the operation and maintenance of traffic control facilities 
that have been constructed and financed by the militury services and which 
serve both civil and military aviation. 

For the aviation safety program, the requested $13,688,000 or a net increase 
of $97,000 provides basically for continuing the present fiscal level. The adjust- 
ments include a reduction of $96,000 to be accomplished by reducing 51 positions, 
in order to effect economies that will permit meeting mandatory within-grade 
promotions of personnel as authorized by law. This reduction is more than 
offset by an increase of $193,000 to cover the cost of travel at higher per diem 
rates authorized by the last session of Congress, provide permanent quarters for 

yarehousing facilities, and replacement of automobiles. 

For the prcgram of administering airport activities $3,713,000 is requested, 
which is an increase of $829,000 over the level approved for the current year. 
This increase is primarily for full-year employment of staffing currently author- 
ized and needed as the grant-in-aid activity moves from a $20 million a year level 
to $63 million. Provision has also been mace for requirements of personnel to 
audit the construction of projects prior to effecting Federal payments for grant- 
in-aid work and replacement of automobiles. 

For the establishment of air navigation facilities, $40 million is requested. 
This is the first phase of a 5-year program that has been planned to expana the 
capacity of the airwavs system to meet the demands being placed upon the 
system. This plan calls for substantis] utilization of radar for air traffic control, 
additional air navigation aids, and material improvement of communications 
facilities. We are prepared to discuss in detail the requiremer ts, facilities and 
purpose of this 5-year plan. 

Under the heading, ‘‘Grants-in-aid for airports (liquidation of contract authoriza- 
tion)” the request totals $30 million. This is the estimated amount required for 
meeting payments that will become due in fiscal year 1957 under authorization 
of Public Law 211 of this Congress. 

For the Washington National Airport, our request totals $1,500,000 or $113,000 
more thar the current year availability. This is a net increase resultirg from a 
reduction of $28,000 through economies ir the program and @n increase of $142,000 
for several projects required to maintain the airport in effective operatiny, condi- 
tion. Of these increases, some $23,000 is due to determination that the airport 
should finance the maintenance cost of the Abingdon buildings that have hereto- 
fore been maintained by the Public Buildings Service. 

The two terminal-type airports operated at Anchorage and Fairbanks, Alaska, 
have been provided $618,000 in this estimate. This amount permits continuing 
the current level of activity and will involve continuatior of the existing means 
of providing certain utilities by offsetting their costs against the rent of tenants. 

The Department of Commerce portion of the research and development support 
to the Air Navigation Development Board is $2 million. The total support to the 
Board for fiscal 1957 is $6 million with the Department of Defense agencies 
providing the additional $4 million. This request for $2 million is an increase of 
$950,000, and is consistent with the request for 1956. As is provided in the Air 
Navigation Development Board charter, the Department of Commerce is re- 
sponsible for the administration of the ANDB staff; this support is included in 
the $2 million requested. The total program is basically directed toward develop- 
ment of improved air traffic control techniques and finding means of optimum 
use of equipments provided for air defense in our common civil and military 
system. 

" T ean assure the committee that, as I interpret the views of the responsible 
personnel in the aviation industry, the requested programs are minimums for 
performing the responsibilities fixed in the agency. The need for strengthening 
the agency, particularly the air traffic control services, is of such serious concern 
that the military have volunteered to lend their support to our request and will 
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be available to discuss the items at the committee’s pleasure. I shall be glad to 
discuss any questions you may have and would like to defer to members of my 
staff specifics as to the basis for determining these needs. 


INCREASE IN ACTIVITY 


Mr. Lowen. There are one or two points I would like to make, Mr. 
Chairman. We have developed a new measuring stick which shows 
the amount of fuel consumed, and I would like to point out to the 
committee that in 1957 compared with 1952, the consumption of 
aviation fuel will be up 78 percent for civilian use and 265 percent for 
military use. 

Mr. Tuomas. That table is in the justification, and it is very interest- 
ing. 

Mr. Lowen. Yes; that is one of the things I want to point out. 
And also the aircraft manufacturing industry, military and civil, is 
averaging an employment of 750,000 per month. ‘This is a manufac- 
turing manpower force ranking second only to the automotive manu- 
facturing industry. 

Our domestic and international scheduled airlines carried 38 million 
passengers a total of 22.4 billion revenue passenger miles in the fiscal 
year 1955, or a 30-percent increase over 1953, and the operating com- 
panies have placed orders for new equipments, largely jet-powered 
airliners, having a cash value of more than $1.5 billion. 

Today’s investment in civil airports is estimated at $4 billion, and 
there are about 7,000 airport sites. 


AVIATION PROBLEMS AND PLANS 


To handle the problems connected with this ever-increasing indus- 
try, we have four primary requirements: First, we need more trained 
manpower; second, we need positive control of aircraft over 24,000 
feet; third, we wish to place in service, as rapidly as possible, the best 
type of equipment including radar, navigational aids, and communi- 
cation facilities; and fourth, we wish to do this in the next 5 years by 
programing efficiently and properly the available types of equip- 
ments and stepping up the development of new types of equipment. 

With permission of the members of the committee I would like to 
continue my statement by showing what the military as well as other 
commercial operators feel as to the importance of this air control 
problem. 

The Strategic Air Command is unable to perform its operational 
missions on schedule due to traffic control not being able to reserve 
airspace as required for their purposes. This frequently results in 
cancellation of flights, delays of flights being performed as planned, 
inefficiency in use of aircraft, airmen, fuel, and supporting services. 
The problem is of such significance that General LeMay has stated 
forcefully his grave concern as to the interference of his operation 
resulting from air traffic control limitations. 

The Air Defense Command reports that the inability of the CAA 
to clear their aircraft on instrument flights is interfering substan- 
tially with the performance of their missions. Numerous indications 
are made of flight control factors causing inefficiency of operation and 
retarding accomplishing the missions of this vital command. The 
point is made in their statements that pilot personnel of the Air 
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Defense Command need be effective in interception operations under 
all-weather conditions. They must simulate their defense operations 
on a matter-of-fact basis which cannot be accomplished without 
risking safety and loss of effectiveness of the mission assignments 
when the scrambles are deferred or delayed due to air traffic control 
limitations. 

The Tactical Air Command reports the same thing, that air traffic 
control limitations are interfering with the performance of their 
mission by frequently limiting the use of airspace that can be utilized 
for tactical purposes thereby limiting and seriously handicapping 
their mission. What generally is happening in this area is that where 
the Tactical Air Command wants to utilize 4 to 6 aircraft for a simu- 
lated mission due to air space limitation, the operation is limited to 
1 or 2 aircraft. 

The same thing is true of Air Training Command, which reports 
that air traffic control limitations are substantially reducing their 
effectiveness by limiting the use of airspace for flights under instru- 
ment conditions. Specifically, under weather conditions requiring 
actual instrument operations, several major bases that would place 
approximately 200 sorties in operation daily are limited to 30 to 40 
sorties per day or 15 or 20 percent of their need for sorty assignments. 

The Air Transport Association advises that air traffic control limi- 
tations, flight cancellations or delays in flights resulting from air 
traffic control congestion is resulting in their now losing revenues 
aggregating some $9,400,000 annually. Unless major improvements 
are made in air traffic control, the current rate of limitations placed 
on air traffic are estimated to cost the air carriers in 1965 revenue 
losses annually aggregating $22 million. In summary, under the 
existing limited air traffic control system for the period 1955 through 
1965, the loss in revenues by the scheduled air carriers due to traffic 
control limitations would aggregate $150 million. 


FEDERAL AIRWAYS 5-YEAR PROGRAM 


Mr. Chairman, that concludes my principal statement. With your 
permission I would like to discuss the Federal airways program, and 
call on Mr. Tippets, Director of the Office of Federal Airways, to take 
a few moments of the committee’s time to describe to you the 5-year 
program you have heard about. May we have permission to do that? 

Mr. Tuomas. Briefly. 

Mr. Lowen. It is brief, but we want you to hear it. 

Mr. THomas. Go ahead, Mr. Tippets. 

Mr. Tiprets. Mr. Chairman, this will give the committee a rather 
graphic picture of the complexity of the problems that arise in the 
use of the Federal airways system. The number and types of air- 
craft now flying, and those coming into service including the modern 
jet aircraft, which perform at high altitude, urgently require more 
flexibility in the use of airspace than we have been able to give. 
The reason being that the rigid control system we have today was 
designed and actually installed for aircraft in use years ago, when we 
had the DC-3 class of equipment. 
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PRESENT AIRWAY SYSTEM 


The first chart I have here shows you the configuration of the 
Federal airways system as it exists today. The blue areas represent 
those routes where we in fact provide positive air traffic control, 
under instrument flying conditions, Along these routes we have air 
route traffic control centers, radar, radio ranges, towers, and com- 
munications stations. 

Mr. Tuomas. How many miles is that, 100,000; you used a figure; 
is that 100,000 miles? 

Mr. Basniaut. There are more than 100,000 miles of controlled 
airways in the domestic United States and the Territories. 

Mr. Tiprerts. In this controlled airspace under instrument condi- 
tions we provide all aircraft which fly these routes air-traffic control 
services. The important thing to bear in mind is that all of these 
light and bare spaces are not equipped with navigational aids or suffi- 
cient communication or traffic-control services to allow full instru- 
ment flying and full air-traffic control. 

This system was designed on what we éall rigid fix or time separa- 
tion, which is a subsequent part of this story. Let me explain, air- 
craft flying along a given route—we will take two airplanes flying the 
same altitude—we allow them to occupy a certain given fixed block 
of airspace, using 10 minutes separation between planes. We time 
first the plane when it goes into that area and not less than 10 min- 
utes later we allow another aircraft to enter the same space. That is 
what we call time separation, or rigid-fix separation. In the DC-3 
days that use of the airspace was effective and adequate; but today 
with 300- to 600-mile-an-hour aircraft, 10 minutes separation at the 
same altitude, ceases to be a small block of airspace, but becomes 
a huge area of airspace, and you can only get a very limited number 
of aircraft in any given area. 


USE OF RADAR 


The features we propose in our plan which we present to you is to 
take aggressive steps to increase the use of radar, to greatly expand 
and increase the capacity of the navigational system, and the third 
significant element is to improve and greatly expand the use of air-to- 
ground communications. 

The controller pilot team can be no more effective and no greater 
utilization can be made of airspace than the communications available 
to give vital flight information to the pilot in the plane, tell him where 
he is, and issue traffic control instructions to him. 


INCREASED WORKLOAD 


To give you a specific picture of some of the increased traffic control 
problems that Mr. Lowen mentioned, without taking into account the 
speed and high performance of the aircraft now involved, we are using 
the 1950 figure as a base. You will see that in the three primary 
indices of aircraft traffic control on the Federal airways system— 
those being the fix postings, instrument approaches and aircraft 
operations. In 1950 through 1957 we will have experienced in fix 
postings an increase of 159 percent. This is a specific workload and 
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tells how many instrument flying aircraft movements our centers 
have to deal with in terms of this rigid fix and time separation of 
aircraft. 

In the area of instrument approaches, and that is also having a 
tremendous increase, the actual approach to the runways under in- 
strument condition, up through 1957 we will have an increase of 195 
percent. 

In the aircraft operations, which represent the count of the landings 
and takeoffs, we will have had an increase of 38 percent and a steady 
rise—and we see no falloff—of 15 percent or more annually. 

While we have been experiencing all of these increased workloads 
through 1957 we have asked for only an 18-percent increase in the 
personnel involved. The result of this few number of additional 
personnel for the increased workload has caused abortions of military 
and civil flights. We are unable to accommodate all of the require- 
ments which the users have. This fact seriously affects the defense 
and transportation service to the American public. 

This chart, briefly, demonstrates that this rigid fix and time separa- 
tion method is a thing of the past. The use of the airspace has got 
to become much more efficient through much more flexible use because 
you cannot today regiment airplanes when some are going from 200 
miles an hour up to supersonic speeds of 800 miles an hour or more 
on a time-separation basis. We do need to provide for varying 
speeds, and are dealing with that every day. So this sort of com- 
plexity really compounds the problem; with an increase in the number 
of aircraft, that is one thing, but the variable speeds makes the 
problem much more complicated. 


INCREASED CAPACITY THROUGH GREATER USE OF RADAR 


We have this chart [indicating] to give you rather quick reference 
as to the increased capacity we expect to make available through the 
greatly expanded use of radar. We can, generally speaking increase 
our capacity as much as 4 to 1. 

Mr. Tuomas. You have given us a lot of interesting words there. 
You have an increase in speed, and you have an increase in the numbers 
of planes, and you have variations; now what is the answer. 

Mr. Tiprets. I was coming to the answer, and thank you for raising 
the question now. This picture demonstrates the increased capacity 
by greater use of radar. We are embarking on a program for greater 
use of long range radar. The plan is to increase its use, and will 
enable us to increase the instrument capacity of our system when 
it is installed at least 4 to 1. As you know we have many terminal 
radar installations across the country. Now as to the use of the en 
route airspace, as I mentioned a minute ago, today at 300 miles an 
hour, we can only get 2 airplanes in this block of 100 miles of airspace. 
By the use of radar traffic control we will be able to put 4 airplanes 
with a speed of 300 miles an hour in that same airspace. 

Mr. Roruscuitp. Five to one. 

Mr. Tippets. Five to two, or four to one. Actually we think this is 
the minimum, as we gain experience, and pilot confidence, with im- 
provements in our procedures, we think we will be able to get 5 to 1 or 
more. 

Mr. Tuomas. Does that mean that the minute a plane takes off 
the ground until it is set down again you have to keep up with it. 
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Mr. Tiprets. That we will keep up with it. 

Mr. Tuomas. You have the eyes to keep up with it. 

Mr. Tippets. Yes, sir. 

Mr. Lowen. Mr. Chairman, we will be able to see where it is 
instead of trying to figure out, mentally, where it is by the means we 
are using today, with little slips of paper. 

Mr. Tirrrets. With this type of control, the controller can maintain 
a constant positive knowledge of where the aircraft is at all times. 

Mr. Tuomas. You are not only going to keep your finger on him 
but you are going to keep your eye on him. 

Mr. Trprets. Yes, sir. 

Mr. Tuomas. From the minute he takes off until the minute he 
sets down again. 

Mr. Tiprets. Yes, sir. 

Mr. Tuomas. We can all understand that language. 

Mr. Horan. What does that mean in terms of the control room, 
where you have a lot of radarscopes? 

Mr. Tiprers. There will be a lot of scopes, but we are working on 
a better presentation, different methods of presentation where we can 
make use of plastic tabs to follow the aircraft as it moves along. 
There are a number of ways that that can be done and we are working 
for better ways now. 


PROPOSED AREAS OF CONCENTRATION IN 1957 


This chart [indicating] shows our plan for the next 5 years, covering 
the United States with radar, 15,000 feet and above with a radar 
blanket; and down lower on the conventional airways through all of 
the instrument altitudes. The 1957 appropriation request before you 
will give us coverage in this shaded area. We are concentrating our 
1957 efforts in the New York, Chicago, Washington area, on the West 
Coast and in other major terminal areas where we now have such traffic 
conditions that we just cannot provide the service required. 

Mr. Tuomas. You pretty well blanket the Northeast section and a 
small section of the Pacific coast. 

Mr. Trippets. In 1957; yes, sir. 

Mr. Tuomas. This will take care of what; 12 or 14 big areas, inside 
those 2 areas. 

Mr. Tiprets. That is right, in 1957. 

Mr. Tuomas. Yes. 

Mr. Tiprets. Now further along in the 5-year plan, and in order 
to save the time of the committee, we plan this same sort of coverage 
for navigation and communications in these areas (indicating). In 
the 1957 estimates we plan to give blanket coverage for communica- 
tions from the pilot to the controller on all controlled routes. Over 
the 5-year period we must increase our radio navigation system to 
give similar coverage down to 700 feet along the controlled airways; 
and blanket coverage at 15,000 feet and above throughout the United 
States. We will have these three primary elements, communications, 
radar, and radio navigation. Adequate control depends on constant 
knowledge in the control room of where these aircraft are; the pilot 
having constant knowledge in the cockpit as to his distance and 
direction from any particular location along any given route, and an 
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equal if not more important constant communication between the 
pilot and the controller to maintain improved separation standards, 
thus making more effective use of the air space. 


COST OF PROGRAM 


We have singled out [indicating] the most significant parts of this 
5-year program, which when installed on an integrated basis will have 
cost us roughly $245 million in capital investment; and will have in- 
creased our operating cost to an average of $146 million annually. 

Mr. Tuomas. That is very nice. 

Mr. Tiprets. There is an awful lot more; but this gives you a 
thumbnail picture of what we propose to do under the 5-year plan. 

Mr. Tuomas. That is very much to the point. It is going to cost 
you in the neighborhood of $250 million to carry out the 5-year 
plan? 

Mr. Tipprers. Yes sir, there is another significant feature, Mr. 
Chairman, that is the facilities in this plan will provide the basic 
data required for automation devices when they are developed for 
use. 

It is important also that we have coordinated this plan with the 
military and civilian users of the air space; we have the unanimous 
support of industry and Government that this is mandatory action 
that must be taken, if we are going to meet the demands upon our 
services for the next 5 to 10 years. 


AUTHORITY TO REGULATE SCHEDULES 


Mr. Tuomas. You have a tremendous job, and I think if you are 
given enough time you are going to work it out. It is a technical 
matter, and I think the less the ordinary civilian tries to guide your 
action the better off you will be—that is my personal belief. 

Before we get into this justification I would like to talk to you about 
two things. One is the amount of authority that you maintain over 
subsidized carriers in the operation of their lines—and of course I 
want to find out the line of distinction between CAA and CAB in 
that regard. And No. 2, is what help do you get, if any, from the 
lobbyists in this field, and how many are there? We like to have 
the names of them, whether or not they are registered, and if they 
are registered here and if they are registered over in the Department 
of Commerce, and so forth. 

Now there is the general broad outline. Let’s go right back to your 
operations—the authority that you maintain over the subsidized 
operators. For instance, we will take X airport, and a plane of 
company A is supposed to take off at say 11.30; the plane is on the 
ground, and the customers all go aboard, and he sits there until 12 
or 12.15. Nothing is said by anybody why he is sitting there. In 
one particular instance I happened to ask the lady stewardess what the 
trouble was, and she said ‘we are waiting for the bags of another 
gentleman who is fixing to catch the plane, and his bags have not 
come.”’ 

What supervision does the CAA have over these airlines, with 
reference to taking off, starting on time, and getting away on time, 
and so forth? I understand that you do not try to tell them how to 
operate their business, but when they have a schedule of departure 
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do you do anything to try to get them to live up to their schedule in a 
reasonable manner; or is that the job of the CAB? 

Mr. Roruscuinp. May I comment on that, Mr. Chairman? 

Mr. Tuomas. We would like for you to, Mr. Secretary. 

Mr. Roruscuitp. The CAB is an extension of the power and arms 
of the Congress, and the Congress has delegated to the CAB all route 
determination and the ratemaking powers of the Government. In 
addition the CAB awards subsidies under the law, the Civil Aero- 
nautics Act of 1938. The CAA has nothing to do with any of those 
matters whatsoever. 

Mr. Tuomas. We are following you, Mr. Secretary. 

Mr. Roruscaitp. When the industry was started it was heavily 
subsidized, but under our American system of free enterprise, the 
entrepreneurs who started these lines, have successfully operated them, 
and the lines have now come of age, in most cases. At the present 
time only two of the trunkline operators in the United States are 
receiving any subsidy; all the bigger trunklines are free of subsidy 
and have been for sometime. 

When an airplane asks permission to takeoff, or to land, the con- 
troller does not know whether the airplane js a subsidized plane or not 
and does not care. 

Mr. Tuomas. Yes, I follow. 

Mr. Roruscuitp. Each one comes up in its proper turn, and each 
one is treated just like every one else. 

Mr. Tuomas. Yes. 

Mr. Roruscuitp. Now, then, scheduling the number of flights and 
so on are CAB matters and not a CAA matter. 

Mr. THomas. Whose jurisdiction is it now? 

Mr. Roruscuitp. CAB. 

Mr. Tuomas. As to when they take off and when they land? 

Mr. Roruscuiup. No, sir; as to how many flights they make, and 
which stops they make, that is a CAB matter. 

Mr. Tuomas. All right; go ahead. 

Mr. Roruscutzp. I will let Mr. Lowen comment on the other part 
of the question. 


RESPONSIBILITY FOR FLIGHT DELAYS 


Mr. Toomas. What you have given us is very helpful. But when 
you go to one of them they will tell you that it is the authority of 
CAB to control that; and the reason I am asking you now, they say 
it is CAA. When this airplane is supposed to leave at 11 o'clock, 
whose job is it to see that it leaves at 11 o’clock, according to schedule? 
Does that come under CAB or does it come under CAA. Is it a 
question of regulating the flight number, or is it a question of safety? 
That is what I am trying to find out. 

Mr. Lowen. Let me see if I can throw a little light on that question, 
Mr. Chairman. The schedule, the time the airplane leaves, is granted 
by the Civil Aeronautics Board. Now when an airplane does not 
leave on time there are 2 or 3 things that can happen. Management 
can blame it on us; we can blame it on management. But many 
times they will be holding up the time of leaving— 

Mr. THoMaAs (interposing). And you can blame it on the CAB too. 

Mr. Lowen. Yes. 
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Mr. Tuomas. And the CAB in turn can blame it on you. 

Mr. Lowen. I do not believe that they can—well they can, yes, sir. 

Mr. Tuomas. That is what I am trying to get at now. Who is 
responsible for the job of seeing that they get off the ground on time. 

Mr. Lowen. Let me mention a couple of factors ‘and then see if 
we can determine whose fault it is. The CAB is the agency that 
approves the schedule as to the time the airplane leaves. Then the 
airplane has to wait until the passengers get on board; and one of 
them may be waiting for his baggage; and many times that happens 
and that is a management problem. 

Mr. THomas. Well what do you do about it. CAB sets up this 
monopoly—it is a Government monopoly. Now whose job is to see 
that this monopoly is run so that John Q. Public gets his money’s 
worth. That is expressing it in just a little bit different terms. 

Mr. Lowen. All right. 

Mr. TuHomas. They sit out there and wait for 45 minutes or 2 
hours time; and on whose time is this repair work being done, if it is 
repair, or if they are waiting for spare parts instead of having spare 
parts; whose time is being spent—John Public’s. 

Mr. Lowen. Yes. 

Mr. THomas. But whose responsibility is it; CAB or CAA? 

Mr. Lowen. In that instance it would be CAB. 

Mr. Roruscuitp. Mr. Chairman, I have always had the feeling 
that if there is something wrong with the airplane I want to know that 
it is fixed before it takes off. 

Mr. Tuomas. That is exactly right; there is no worry about that; 
that is one problem. But there is another problem—and we will go 
into that in a minute—of whether or not they are keeping spare parts, 
or keep a spare plane. They say they are going to get off at 11 
o'clock, and if there is no question of safety of the plane involved at 
that particular time, then it is CAB and not CAA? 

Mr. Lowen. Yes. If there is safety involved, it would be our 
responsibility because we are responsible for assuring safety of air 
carrier operations. 

Mr. Tuomas. Obviously when you shuffle it back to CAB and to 
CAA the traveling public is caught in the middle of the service and 
it can deteriorate in point of time just because of a lack of respon- 
sibility of somebody whether it is the CAA or the CAB. 

Mr. Roruscuitp. Mr. Chairman, in spite of the fact that there are 
delays this industry is the fastest growing thing that I know anything 
about. 

Mr. Tuomas. Do not defend the defects by saying that it is fast 
growing; everybody knows that. But this business of 40 or 50 or 75 
people sitting out here in an airplane waiting for an hour or more— 
there is just no justification as I see it; sitting out there and letting 
them cool their heels just to satisfy an employee i in an Office there of 
one of the airlines. And that is about what it adds up to. You 
people certainly ought to have control over the operations of these 
lines in that regard. I do not know whether you supervise any con- 
trol over them; and that is what I am trying to find out. 

Mr. Lowen. Let me reverse the question in this way, and say we 
accept the responsibility——— 

Mr. Tuomas (interposing). Let me go one step further. I talked 
with an airport manager a little about the lack of operation, on the part 
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of the operators, and I said, where are the CAA boys; I would like to 
talk with them. And he said there is no need of talking to them; that 
half of them act like they are employees of the airlines. They actually 
sit here day after day, and in their own dealing with these airline 
people, they finally reach the point that they think with them and they 

act with them, and instead of thinking that they represent the public 
it gets to the point that they represent the airlines. 

Have you any comment on that? When you talk about the growth 
of the industry, let us talk about some of these little minor abuses 
before they get too big. 

Mr. Roruscuiip. Mr. Chairman, CAA serves everybody that flies 
an airplane. 

Mr. Tuomas. We understand that. 

Mr. Roruscuitp. And in numbers—— 

Mr. Tuomas. And in fact they cannot fly until you give them that 
certificate, can they? 

Mr. Roruscuitp. That is right. 

Mr. Tuomas. All right; and that is fundamental. 

Mr. Roruscuitp. But in numbers, the military is doing half of 
the flying today, and then on the civil side there are 1,500 transport 
planes operated by the various companies and about 60,000 planes 
operated by businesses and individuals. So I would not think that 
too much of the CAA’s time was taken up with dealing with the 
airlines when they have so many other duties. 

Mr. Tuomas. Now, Mr. Rothschild, you are a good, practical man, 
and here is a private airplane that may actually come into an airport 
one time, and several weeks or a year later it ms LV come in again; but 
here is a subsidized airline that has 8 or 10 planes that may be landing 
every day, and you mean to tell me that tey are not going to get 
special attention at the hands of your employees? You do not mean 
to say that, do you? 

Mr. Trppetrs. Mr. Chairman if an airline company delays a flight, 
we are not responsible for holding the airplane. He cannot hold it 
too long because there is a limited area, but we do not control the 
schedule, and we cannot 

Mr. Tuomas (interposing). All right, let me ask you this question, 
and I have asked it 4 or 5 times before: Here is a subsidized airline, 
that is supposed to take off at 11 o’clock; do you exercise any contro] 
to see that that plane gets off the ground at 11 o’clock; or if it is a 
subsidized line and wants to take off at 11:30 or 12, do you leave that 
up to them? 

Mr. Trprets. Until the plane taxis out on the runway and notifies 
us that he is ready to go, we have no control over the schedule. 

Mr. Tuomas. If it stays there and is not ready to go until 12 o’clock 
do you inquire why? 

Mr. Trerers. Not from the time he comes—— 

Mr. THomas. That is the question. In other words you do not 
have any control, and you wait for him to make up his mind, and 
you do not inquire why does he not take off; and when it is a question 
of whether it is safe, you come into play, and if it is safe he takes off. 

Mr. Trerets. The operator, the pilot files a flight plan under the 
schedule that is set up under the authority of the Civil Aeronautics 
Board, when his flight plan is filed and ready for approval, he taxis 
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out and asks us for clearance. But we do not deal with him until he 
reports, files a flight plan, and reports he is ready to go. If he is not 
there at 11 o’clock, that is between the operator and the Board. 

Mr. Tuomas. The CAA does not mind letting John Public, which 
has already spent its money, cool bis heels for an hour. 

Mr. Trerpets. We can only deal with the plane when it is ready to go. 

Mr. Tuomas. I think you have the authority to tell the plane, under 
the schedule that says it is to leave at 11 o’clock, to get off the ground. 
You have that authority; do you not? 

Mr. Trprets. He has to be out on the airfield, and ready to go before 
we have. 

Mr. Tuomas. I am talking about whether you should have the 
authority. I am talking, not about the system you follow, but the 
one you could follow if you wanted to. 

Mr. Lowen. I agree with you 100 percent in that approach, Mr. 
Chairman; that may be something that has to be developed with the 
airline, to take care of their passengers, to be ready to go at 11 o’clock, 
if they are supposed to. 

Mr. Tuomas. Here is a man who has a monopoly by virtue of a 
certificate from an agency of the Government of the United States, 
which gives him certain rights, and I think it is the duty of the CAA 
as well as the CAB to protect the traveling public against abuses of 
that monopoly when it does not give the public the service it is entitled 
to get. Do you agree with that, Mr. Secretary? 

Mr. Roruscuivp. Yes, in principle, I agree that everything should 
be done by the company to live up to the schedule it has set down. [ 


do not know enough about the operation of airlines to know why they’ 


delay and whether or not sometimes the delays can be avoided. I 
say if there is a mechanical difficulty, no passenger, I think, would 
want to take off until the plane was put in good mechanical condition. 


SUGGESTED USE OF SPARE PLANES AND PARTS TO AVOID FLIGHT DELAYS 


Mr. Tuomas. Of course you are right there. And that leads us 
to the question now of spare parts or planes. Do you have anything 
you wish to say about that? You check the equipment? 

Mr. Lowen. Spares take care of the plane—— 

Mr. Tuomas. Well let us talk for a moment about spare planes. 

Mr. Lowen. And equipment—— 

Mr. Tuomas (continuing). Now in my town, where Eastern Airline 
starts out in New York in the morning and travels down there, thir- 
teen, fourteen, or fifteen hundred miles and the same plane sits down 
there for an hour, or 2 hours, or maybe 30 minutes, and then turns 
around and goes back to New York. Sometimes it gets down there 
and it gets out of whack, and the passenger goes down there and waits 
for 2 or 3 or more hours and then it is canceled. If there were a 
spare plane sitting down there and that defect developed, the traveling 
public would not be required to sit around for hours waiting while 
they make repairs. 

Mr. Roruscuitp. Does not much of the same thing happen with 
the railroads, with the buses, and with the steamships? 

Mr. Tuomas. That is begging the question. You have no control 
over the railroads or over the steamships. We are talking about the 
airways. What do you do about the airways? 
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Mr. Lowen. That is another problem, whether the company can 
afford to have an airplane sitting down there idle awaiting such an 
emergency. 

Mr. Tuomas. Well, now, wait a minute—I thought that was the 
answer you were going to give. But let us go back and look at the 
value of that stock, before this act came into effect, or since the 
subsidies have been granted. They have done pretty well, have they 
not? Do you have that information in front of you? So don’t say 
now, unless you are prepared to back up that statement that they 
cannot afford it. If you mean to say that they cannot pay such ex- 
penses and pay the large dividends that is one thing. Is that what 
you mean? 

Mr. Yates. Is it not CAA’s job to determine how many spare 
airplanes are needed? 

Mr. Tuomas. That is what I am trying to find out. 

Mr. Yates. If not, whose job is it? 

Mr. Tuomas. They get the certificate, granting them a monopoly, 
and they let John Public sit and cool their heels. 

Mr. Lowen. When the CAB grants the certificate they determine 
whether or not they can adequately serve that route—— 

Mr. THomas. With how many planes? 

Mr. Lowen. I do not know whether they determine how many 
planes. 

Mr. Roruscuixp. I think they do; that is a part of the determina- 
tion; if they do not have the equipment to serve the route then they 
do not get the certificate. 

Mr. T'Homas. We were told here this morning that this business is 
growing by leaps and bounds. That is a matter for the CAB. 

Mr. Lowen. Yes. 


LOBBYISTS 


Mr. Tuomas. Well what about the lobbying activities over there. 
IT am one that thinks that not all lobbyists are iniquitous, or that 
lobbying is necessarily mixed with sin; perhaps they serve a good 
purpose, if they do not reach the point where they really take over 
and run the industry and the Government agency which they are 
supposed to work under, if they are not properly supervised. How 
many lobbyists do you have who are rooming and boarding with you 
over at your place? 

Mr. Roruscuitp. If you are directing that question to me, Mr. 
Chairman, we do not have any rooming and boarding with us. 

Mr. Tuomas. Do you have a place over there where they register, 
showing how many there are? 

Mr. Roruscuiip. The requirement of the law is that they register 
with Congress; is it not? 

Mr. Tuomas. That is one. Do you have any over there that are 
registered with the CAA? 

Mr. Nretson. We have no requirement that a lobbyist register 
with the Department. 

Mr. Tuomas. Do you have any over in the Department ever so 
often? 

Mr. Roruscuixp. Are not the lobbyists concerned with legislative 
matters, Mr. Chairman, rather than anything else? 

Mr. Yates. There are regulations too; are there not? 
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Mr. Roruscuitp. We do not have any lobbyist as such under any 
regulations. We do not have any regulatory functions. 

Mr. Yates. But you have advisory help in the operation of the 
airport. 

Mr. Tuomas. But regardless of that; you do not do any regulating. 

Mr. Yates. They have safety measure, and they have other 
services 

Mr. Tuomas. What about your lobbying activities, generally; you 
mean you do not have any at all? 

Mr. Roruscuitp. We have people constantly and continually 
coming into the office. We sit in with representatives of the trans- 
portation industry in my office. There is never a day goes by that 

do not see several of them. 

Mr. Tuomas, Of course, you are doing a lot of checking and 
purchasing of instruments and equipment; and you have contact 
with the manufacturers of this equipment, as well as the operators 
of the planes; your contact is with the subsidized operators which 
have large fleets of airplanes. As for the individual man, who owns 
maybe 1 or 2 planes, you do not have much contact with him. 

Mr. Roruscuitp. Oh, yes; they are very insistent. 

Mr. Tuomas. Just give us a picture of your lobbying activities. 
We know it goes on. Just tell us what happens over at your shop, 
just generally. 

Mr. Roruscuitp. Let me tell you about what is done. 

Mr. Tuomas. All right. 

Mr. Roruscuitp. We look to the manufacturers of the various 
kinds of equipment for a good deal of technical assistance, because we 
simply do not have enough people who are thoroughly conversant, 
with all phases of the equipment that is used in all forms of transporta- 
tion to be able to do without some outside advice. They come in at 
our request sometimes and sometimes they come in on their own; and 
when they do they often give us some very valuable assistance, tech- 
nical assistance. Members of the various firms of the industry and 
members of the technical committees work with the Government 
people, in the determination of many of our problems. I do not 
know that any one has ever kept a record in my office, but we do 
see a very large number of them all of the time. 

Mr. Tuomas. And often they are very helpful? 

Mr. Roruscuiitp. They are very helpful; and we just could not 
get along without them on many of these technical problems. Now 
whether or not that constitutes lobbying I do not know. There is 
attached to my office a transportation council. That is made up of 
the leaders of industry from every phase of transportation; and they 
meet on call about 5 or 6 times a year, and they consider the questions 
which are given to them by me, or by my office, and we solicit and get 
their opinion upon present and future matters. That is also a most 
helpful group of people. I would be very happy to have you attend 
some of those meetings, Mr. Chairman. 


USE OF CONSULTANTS 


Mr. Nrextson. Mr. Chairman, I would like to make a distinction 
between lobbying activities and consultants. Section 15 of Public 
Law 66, authorizes the head of a department to employ outside 
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consultants. I am sure the members of the committee are very 
familiar with this. There is a distinction between lobbying activities 
and the activities of the consultant. 

Mr. Tuomas. And you get together some very able men, there is 
no doubt about that. 

Mr. Yates. May I ask a question there, Mr. Chairman? 

Mr. Tuoomas. Certainly. 

Mr. Yates. When you spe ak of consultants are these the people 
who are known as the WOC’s who serve without compensation? 

Mr. Roruscuiip. No, these are consultants. 

Mr. Nievson. They are paid for their services on a when actually 
employed basis. 

Mr. Yarrs. They are paid consultants. 

Mr. Nretson. That is correct. 

Mr. Yates. How many such consultants do you have? 

Mr. Roruscuitp. It varies. 

Mr. Yates. That are connected with air activities? 

Mr. Roruscuitp. At the present time I only know of one. We 
have an airport consultant who is employed on a day-to-day basis. 

Mr. Yarres. You have other consultants in connection with the 
operations of the airlines and in the operations of the CAA, do you 
not? 

Mr. Roruscuiip. I do not believe so. 


RELATIONS BETWEEN CAA AND AIRLINES EMPLOYEES 


Mr. Tuomas. I hope that you will look into that question that I 
raised a while ago and see if there is undue favoritism between your 
employees and some of the airlines employees, these subsidized lines. 
I have had that pointed out to me more than one time. And if there 
is it should be corrected. 

Mr. Lowen. May I say, Mr. Chairman, that there never has been 
a rotation system for our personnel. In our agency we do need to 
rotate some emplovees—and we are now looking into that situation. 

Mr. Tuomas. Well they are employees who are supposed to be 
looking out for the welfare of the public. 

Mr. Lowen. Yes. 

Mr. Tuomas. And not the airlines. 

Mr. Lowen. Yes, I agree with you. 

Mr. Tuomas. And that ought to be impressed upon them quite 
often, because after all they are human just like anybody else. 

Mr. Lowen. Yes. 

Mr. Tuomas. Mr. Secretary, your activity has three big headings, 
airways, aviation safety, and air ports. 

Mr. Lowen. Yes, sir. 


SUMMARY JUSTIFICATION DATA 


Mr. Tuomas. At this point we will insert in the record pages 202, 
203, and 204. 
(The pages referred to follow:) 
GENERAL STATEMENT 
Aeronautical services are provided by the Civil Aeronautics Administration 


under authority of several statutes, the more important of which are identified 
below. 
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1. The Civil Aeronautics Act of 1938 created the Civil Aeronautics Authority 
to promote the development and safety and to provide for the regulation of civil 
aeronautics. 

2. Public Law 674, 76th Congress, authorizes the operation of Washington 
National Airport. 

3. Public Law 377, 79th Congress, and Public Law 211, 84th Congress, provide 
for Federal-aid in the development of public airports. 

4. Public Law 562, 80th Congress, authorizes the maintenance, operation, and 
improvement of public airports at Anchorage and Fairbanks, Alaska. 

In performing services essential to present-day aviation and its growth, the 
agency operates 24 hours a day, a national network of air-navigation aids; controls 
air traffic; certifies as to the competency of airmen and airworthiness of aircraft; 
develops and installs improved aids to air navigation; administers a Federal 
grant-in-aid program for a national system of airports; and related activities, 
including the operation of certain terminal airports. 

For aviation the increasing density of air traffic is a grave problem. The 
continued recordbreaking volume of aeronautical activity results in proportion- 
ately heavier demands for services that are statutory responsibilities of the Civil 
Aeronautics Administration. Future economical expansion of aviation requires 
more services from the Federal airways system, safe operating procedures and 
standards for more complicated and higher performing aircraft, additional airport 
facilities, and developing improved operating equipments. Air traffic is over- 
loading the Federal airways system and growing at a rate which exceeds the 
progress being realized in expanding the capacity of the system. Dynamic 
changes and mechanization of the air navigation and air traffic control facilities 
are necessary and plans for such an improved and mechanized system are well 
advanced, looking toward traffic control being exercised over large areas rather 
than on the narrow airways. However, until such a system can be placed in 
operation, there is only one safe and reasonable course of action, namely, to 
strengthen the existing facilities with manpower and equipments of the types 
currently available and transition to the future concept by evolutionary, rather 
than revolutionary, changes. 

Early action is required in the interest of safety, to avoid limitations on the 
growth of the industry and interference with the strengthening of our air defense. 
This involves providing additional manpower and establishing radar and com- 
munication equipments to improve and mechanize the system. 

The workload of CAA is not controllable by the agency but, rather, results 
from our national need for air defense and dynamic growth of aviation and its 
influence on our national economy. Even the high current level of activity is 
dwarfed by the workload that will result from the forecasted expenditure of more 
than $100 billion in the next 10 years for civil and military aircraft. The new 
facilities needed by CAA to permit full and safe utilization of these planes are 
only a fraction of 1 percent of their cost. The agency plans have the concurrence 
of the airspace users and the CAA services that can be provided to assure safety 
in aviation are limited only by the availability of resources. 

Expanding the Federal airways system so as to accommodate the traffic in- 
creases involves a capital cost. This cost, when considered alone, appears large 
but, when viewed as part of the total picture for operating the volume of aircraft 
our national defense and the expanding economy is placing in service, the cost is 
relatively small. Certainly, in any consideration, the need for facilities that will 
permit aircraft to be used safely is essential. 

Requirements for the CAA are substantially influenced by the growth of military 
air strength and the expansion taking place in civil aviation as the services are 
required by all users of our airspace. It is, therefore, in the interest of efficiency 
and minimum cost to the taxpayers that duplication of facilities be avoided and 
that the Government obtain a true common system. The programs proposed in 
these estimates are primarily a continuation of going activities with several areas 
being strengthened by: (1) instituting control over all airspace above 24,000 
feet, in order to safeguard the flight movement of jet aircraft; (2) increasing 
the manpower available for air traffic control; (3) operating facilities that have 
been established by the military but are serving both civil and military aviation; 
(4) commissioning new facilities which are or will be ready for service in 1957; (5) 
providing for the full-year cost of facilities operated only part of 1956; and (6) 
improving air traffic-control facilities and communications equipments so as to 
increase the capacity of the Federal airways system. 

The principal items proposed to increase the capacity of the Federal airways 
system are radar equipments to increase the effectiveness of air-traffic control; 
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improved communications facilities to extend the coverage of positive air-traffic 
control; very high frequency radio ranges to increase the en route capacity of the 
Federal airways; and aircraft with associated equipments to test and prove the 
accuracy of air navigation aids. The agency’s plan for strengthening the Federal 
airways system is part of a 5-year program, which has been reviewed and con- 
curred in by all agencies of the Government vitally concerned with aviation. 
The radar equipments constitute a large bulk of the total request for improve- 
ments of the system and are fundamental to relieving the congestion of large 
segments of terminal and en route air space. 

The aviation safety program involves devising safe standards for more than 
100,000 miles of airways, 59,600 active aircraft, 797,000 airmen, and 300 manu- 
facturers of aircraft and parts. The industry now employs more than 1 million 
persons and furnishes air transportation to the equivalent of one-fifth of the 
Nation’s population. To handle this growing volume of activity, no increase in 
the aviation safety program is planned. The increased workload requirements 
will need be met by either transferring additional responsibility to industry and/or 
delegating to responsible industry representatives authority to act oa safety 
measures, based on a system of quality checks to insure compliance with CAA 
standards. 

Public Law 211, 84th Congress, authorized the obligation of $63 million annu- 
ally through 1959 for grants-in-aid for airports. This level of program will create 
substantially more workload than the authorized staffing is prepared to handle. 
To cope with the expanded volume of activity, an increase in staffing in the air- 
ports program will be required. It is planned to operate through the established 
district offices. No changes are planned in any of the airport activities that do 
not relate directly to the grant-in-aid work. From information available from 
eligible airport sponsors, it is clearly evident that sufficient funds will be available 
to match this level of Federal support in the development of a national system of 
airports. There is an associated item for liquidating contract authority already 
granted, which reflects the estimated amount of funds needed during fiscal 
year 1957. 

The program for developing the equipments needed for the common civil- 
military use of air navigation and traffic-control facilities is planned on the basis 
of the Department of Commerce providing one-third of the total cost of the 
activity, including the full cost of administration. 


Mr. Tuomas. May I repeat one or two sections of this. 

In performing services essential to present-day aviation and its growth, the 
agency operates 24 hours a day, a national network of air-navigation aids; controls 
air traffic; certifies as to the competency of airmen and airworthiness of aircraft; 
develops and installs improved aids to air navigation; administers a Federal 
grant-in-aid program for a national system of airports; and related activities, 
including the operation of certain terminal airports. 

Well that says a whole lot in a very few words. Here is another 
statement that bears repetition: 

The workload of CAA is not controllable by the agency, but, rather, results 


from our national need for air defense and the dynamic growth of aviation and 
its influence on our national eceonomy— 


and so forth. 

The new facilities needed by CAA to permit full and safe utilization of these 
planes— 
which is indicated here to involve an expenditure of $100 billion over 
the next 10 years— 


are only a fraction of 1 percent of their total cost. The agency plans have the 
concurrence of the airspace users and the CAA services that can be provided to 
assure safety in aviation are limited only by the availability of resources. 

Mr. Reporter, will you follow that by inserting pages 206, 207, 208, 
and 209. 

(The pages referred to follow:) 
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REQUESTED INCREASE IN PERSONNEL AND APPROPRIATION FUNDS 


Mr. Tuomas. You jump from 16,381 jobs in 1956 to 17,998 in 
1957, or an increase of 1,617 jobs; is that correct? 

Mr. Basnicur. That is right. 

Mr. Tuomas. Dollarwise you go from $164,024,638 to $202 ,618,000 
in 1957; crease of $38,593,362; is that correct? 

Mr. Basnicur. Yes, sir. 

Mr. Tuomas. Let us take a look now at some of the general tables. 
I might add here that out of that total of $202,618,000, you have 
under other objects around $22 million. We will go into that in a 
few minutes, but your justification for that is extremely weak. 


OPERATION AND REGULATION 


Program and financing 

















1955 actual | 1956 estimate | 1957 estimate 
oe 7" mis 

Program by activities: 
eT a eas be an ouine dn ammmeisell $89, 767, 790 $99, 044,000 | $111,099, 000 
i EE I ans onc cnmenanns (abesmanledbuskiumeasinn | 12, 989, 058 13, 646, 000 13, 688, 000 
i Pet oho ke dncees cakes seep iclleron earevararccaie a 2, 132, 334 2, 896, 000 3, 713, 000 
INN icine, enabesbiniesscicnnns ...-| 104,889,182 | 115, 586,000 | 128, 500, 000 

Financing: 

Comparative transfers from other accounts... -..---.---- —4, 096,832 | —3,011,000 |.-...-- a 
Unobligated balance no longer available _--...........--- DE Wise ccmansaedines china anss 
Appropriation (adjusted) -..---- ee eta ecG ele 100, 993, 546 | 106, 750, 000 128, 500, 000 
Proposed supplemental due to pay increase_-.........|.......-..-.-- GOUT Pea cccascnnccca 
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Obligations by objects 


Object classification 


CIVIL AERONAUTICS ADMINISTRATION 


Total number of permanent positions_-..........--..---------- 
Full-time equivalent of all other positions__-- 
Average number of al] erployees_--_.....----------- aaiante 


Number of employees at end of year. .....-....--------------- 


Average salaries and grades: 
General schedule grades: 
Average salary_....-.. BES bi dels an teal see ae 
Average grade____.__- 
Grade established by act of Oct. 15, 1949 (49 U.S.C. 421): 
eo ween eeneeeaninuaemet 
Ungraded positions: Aver: aze sal: ary 5 ae eee neces 


01 Personal services: 
Permanent positions --___- ceipencue ne cnee ae 
Positions other than perm: MMR SrtA) ote, ceed 
Regular pay above 52-week base. ....-...------------- 
Payment above basic rates_-__--- Roose ucmace kena ae 
Other payments for personal serv ee 


ee ET I ne wack codowamniouan cckew 
02 Travel_...-.- a 
03 Transport: ation of things. jcc et adiacmcnoccnses ace nsninins 
i II MN ss Us nae cccusnccsetaeeue : 
05 Rents and utility services........._-..------------------ 
06 Printing and reproduction_...........-- : 
oe ee UI os ae ncne cane nnacesoweuess 
> Services performed by other agencies__........-....----- 
08 Supplies and materials-------- ‘ 
09 Equipment-____- Ce cane 
11 Grants, subsidies, and contributions..............-.--.--- 
13 Refunds, awards, and indemnities__..............--...--- 
15 Taxes and lt I eR A 


Subtotal. __.__- worse 
Deduct charges for quarte rs and subsistence. 


Total, Civil Aeronautics Administration. .............-- 
ALLOCATION TO OFFICE OF NAVAL RESEARCH, NAVY 
07 Other contractual services--........-.-- sce eben eae 


nn CNN 21 Sao, a aan sire ia a enna aie le 


| 























1955 actual | 1956 estimate | 1957 estimate 

ene se wee 

14, 309 15, 369 16, 960 

188 147 149 

13, 680 14, 340 15, 772 

14, 104 15, 155 16, 763 

$5, 408 $5, 878 $5, 873 

+S-8.2 GS-8.4 GS-8.4 

$15, 000 $15, 000 $15, 000 

4, 545 5, 099 5, 070 

$74, 183, 182 $83, 208, 684 $91, 586, 245 

754, 226 516, 095 512, 874 

278, 622 432, 109 126, 568 

5, 898, 642 6, 381, 760 6, 789, 461 

1, 888 8, 945 8, 945 

| 81, 116, 560 90, 547, 593 99, 024, 093 

| 3,095, 120 3, 966, 335 4, 653, 788 

1, 094, 840 1, 234, 532 1, 881, 781 

7, 719, 271 8, 116, 439 9, 275, 591 

3, 159, 703 3, 574, 389 3, 769, 873 

234, 858 236, 234 241, 579 

1, 906, 073 1, 794, 186 2, 047, 599 

36, 959 44, 625 44, 625 

5, 757, 787 5, 577, 924 6, 367, 970 

874, 146 759, 704 1, 457, 525 

15, 887 18, 741 18, 741 

7 niteak a ae A 

125, 866 105, 679 105, 679 

105, 145, 027 115, 976, 381 128, 888, 844 

255, 845 394, 381 392, 844 

104, 889,182 | 115, 582, 000 128, 496, 000 

Stace slabs 4, 000 4, 000 

104, 889,182 | 115, 586, 000 128, 500, 000 








ee 
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Budget authorizations, expenditures and balances 





1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


IN bs karat cis eae eine onnnins | $99, 929, 696 | $106, 750,000 | $128, 500, 000 
Transferred from— | 

“Ship mortgage foreclosure and forfeiture contingencies, | | 

| 














Maritime Activities” (69 Stat. 28, 240) 894 850 | 
“State marine schools, Maritime Activities” (69 Sts at. 28) | 50,000 |..-- | 
“Export control, Bureau of Foreign Commerce’”’ (69 Stat. | } 
ON pio can eek bda ence taud sdstdndhnrsimcasuunsenbsoaes 119, 000 |_--- | 
De I a is ono chess eendacesseu< 100, 993, 546 106, 750.000 | 128, 500, 000 
Proposed supplemental due to pay increases-_............-----| 5, 825, 000 |__- 
Obligated balance brought forward-.---.-............--------- 10, 356.004 | 11,175,181 | 14, 750, 181 
Increase in prior year obligations._.......--..-- exeaseedvencesel 83, 675 | 
Total budget authorizations available-__............---- I, 433, 225 _ 123, 750, 181 | 143, 250, 181 
EXPENDITURES AND BALANCES | i 
Expenditures— 
Out of current authorizations. ...-.......-..-..--..-- ime 89, 697,043 | 92, 650, 000 111, 000, 000 
Out of anticipated eae appropri aS se eo e | 5, 600 000 | 225, 000 
Out of prior authorisations... .......................... 9, 895, 745 10, 750, 000 | 13, 775, 000 
. Pn ee a a rE 
RI I sh ihn tein opsitnsin so Saneveneceausceses« 99, 592,788 | 109, 000, 000 125, 000, 000 
Balance no longer available: } | 
Unobligated (expiring for obligation) .--............-.---- BR Bt oc<sdataueakoanks 
a a ao ccs tahini ceanigelopianinreiciie -------| 464 060 |_- ao 
Obligated balance carried forward_-_-_--..-...-------------- --| 11,175 181 | 18, 250, 181 
Total expenditures and balances..............---------- 111, 433, 225 | 123, 750, 181 | 143, 250, 181 








SUMMARY JUSTIFICATION DATA 


Let us go now to “Operation and regulation.” We will insert in 
the record at this point page 211, which shows 15,845 jobs for fiscal 
1956, against 17,447 for 1957, and a dollar cost of $115,228,666 for 
1956 against $128,500,000 for 1957, an increase of roughly $13 million. 

We will insert both pages 210 and 211 at this point in the record. 

(The pages referred to follow:) 


Summary of requirements 


eS Es gedsntitscdadinnabasasutennedencubdedas iestaqusawmedowsn $106, 750, 000 
Proposed supplemental due to pi DPR. s cc ce dadamiheeacceawmecaaceaeea- m 5, 825, 000 
‘ en IIIS oiridccccccecvadduecasevcus <otekdasannsionebeasence . $112, 575, 000 
Add: 
Comparative transfer from: 
Department of the Air Force.............-------- siege rina eo 2, 612, 000 
SIN Ot BIE I Si ngtccnnbaunnenbadubenacésucsucsdbeecesnacs 399, 000 
ee ica cis hl shy aarti ai pad opens nara heb aces intent bee 3, 011, 000 
Deduct: 
eh ce chee cise) 338, 334 
Se I OR I oa 5 ooo acaleisisideabigman mata wiaore@nlenienua maces 19, 000 
hates CeBianticeDicdedwodassoxnd ahunacdmeeenmennaeneckbdemabnnddaanneddanades ‘i —357, 334 
SE I tli hia pneiotinesis efeelaslas stem a aeaiaina ere eina wae byes dea ble onda haa cet 115, 228, 666 


Net difference, 1957 over 1956: 





Requirements | Difference, 





By activity increase (+) 


or 
1956 adjusted | 1957 estimate | decrease (—) 











I i its eck wens $98, 754, 766 | $111,099, 000 | +$12, 344, 234 
PE UE oo ca cacncicccccencaunacences 13, 590,600 | 13,688,000 | +97, 400 
GING Win inc Sass Sole Si oedmceseenibawendewen 2, 883, 300 | 3, 713, 000 +82 29 700 
Gross requirements......------------- 115, 228, 606 | 128, 500,000 | +13, 271,334 +13, 271, 334 
ee By RO eink wnciie st ceric nciiisnsdnensincesnkdcAcscndssia 128, 500, 000 
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Mr. Tuomas. Give us a breakdown of the requested increase of 
$13,271,334. The statement on pages 213 and 214 of the justifica- 
tion will be placed in the record at this point. 

(The statement referred to follows:) 


FEDERAL AIRWAYS 


1956 program adjusted to 1957 estimate 














| Man- . 
| Permanent | nets Amount | Cumula- 
positions | ployees | A tive total 
: a oa tat 
1088 program: (adpusted)..c. 5... 262.6.6.205555<.2.. deel 13, 117 12, 302.0 |$98, 754, 766 | $98, 754, 766 
CHANGES FOR 1957 r i F 
| | 
Program adjustments: | 
Savings resulting from combination of facilities, 
equipment rearrangements, relocations, and mis- | 
cellaneous items--_---_- —82 | —25.5 | —375, 335 
Discontinuance of airw ay “beacons and intermedi- | 
ae —22.9 — 257, 947 
Adjustment for mandatory within- grade increases | | 
Ns ta 6a nd bea abou entsanneets | +439, 511 
SR ns, os oc one annie ene canal —82 —48.4 —193, 771 98, 560, 995 
Program increases: | 
Additional cost of continuing 1956 program for full | 
year 1957 (annualization): | 
1956 part-year facilities. -.............-- . d 133. 5 1, 155, 496 | 
1956 part-year workload increases 231.4 1, 514. 158 | 
Travel per diem increase (Public Law 189) 74, 900 | 
aT, tc sigith dectninaennaaich 364.9 | 2,744,554 | 101, 305, 549 
Increased workload: 
Air route traffic control centers. 201 | 100. 5 $727, 397 
Airport traffic control towers and combined station- 
IAs anit sah emaaaen amen ils tig lana cai 64 | 32.0 209, 629 
Aeronautical communications stations_....-___- 254 | 127.0 625, 119 
Flow control. ------ icihhnepeataapeaeet 51 25. 184, 015 
Flight inspection of facilities. ____- 8 4.0 36, 587 
Workload related to 1957 establishment program. __| 33 16.5 112, 846 
Personnel, payroll, supply and accounting... .- 50 38.0 200, 000 
I 6 ciel ac pact nd ee ees ed 661 | 343. 5 2, 095, 593 | 103, 401, 142 
Additional facilities and requirements: | Ans fs 
New facilities... .--- 758 | 565.4 | 4,921, 438 
Operational and technical training for field per- | 
WI hi 2 od dhcd didi hac deh cbbhabinse 27 20.1 | 403, 000 
Control of all airspace above 24,000 feet__- pane 250 121.5 | 1,046, 640 
Development and evaluation_...__- tua Celan 12 | 13.0 | 300, 000 
Reclassification of maintenance technicians- .- Sea 240, 520 
Equipment (other than passenger vehicles) _...._._.|___- sencctaal oe 265, 260 | 
Passenger vehicle replacement (36) - -- 50, 400 
Permanent quarters for Aeronautical Center activ- 
ities at Oklahoma City.............-- cee ; oe J 470, 600 
| a lbeealgiahsiidaiee ce data aiieteaacdate tami | 1, 047 | 720. 1.0 * 7, 697, 858 | 111,099, 000 
Total increases............. alain raat ae a 1, 708 = , 428. 4 12, 538, 005 
PR iendsaccewacdckddsdumisnnkdnaecacuss 1, 626 1, 380. 0 12, 344, 234 


Fy Io rcheinindcdsdaceseanaemieuaiereader 14, 743 13, 682. 0 111, 099, 000 111, 099, 000 
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SUMMARY BREAKDOWN OF REQUESTED INCREASES 


Mr. Tuomas. Will you give us a summary breakdown of that 
increase, Mr. Basnight. 

Mr. BasNiGut. Yes, Mr. Chairman. This is divided into three 
areas. ‘Federal airw ays” has an increase of $12,344,000. ‘Aviation 
safety’”’ has an increase of $97,400. And airports 

Mr. Tuomas. You cut down “Aviation safety” by 37 jobs. You 
will have to justify that cut, for the first time in your history. 

Mr. Basnicnt. The Office of Airports has an increase of $829,000; 
and these 3 sums make the total of $13 million. 

In the Federal airways system, the increase of $12 million is divided 
into two principal areas. 

Mr. Tuomas. No; let us stay with the operations now. 

Mr. Basnicut. Very well, there is operation of the Federal airways 
which includes the air traffic control and navigation aids. 

Mr. Tuomas. Of the $13 million how much are you going to spend 
on operations? 

Mr. Basnicut. That is all under the appropriation head, ‘‘Opera- 
tion and regulation.” 

Mr. Tuomas. I see; you are right. 





BREAKDOWN OF REQUESTED INCREASE 


Mr. Basnicur. $12 million for Federal airways. 

Mr. Tuomas. I was talking about safety. The $13 million here is 
all under this head of operation. 

Mr. Basnicut. That is right. $2,095,000 is required to handle the 
increased workload in our present facilities. There is $7,697,000 re- 
quired to operate additional facilities. 

Mr. Niextson. That is found on page 214, Mr. Chairman. 

Mr. THomas. Page 214 is in the record. Go ahead. 

Mr. Basnicut. Now we have on page 226 of the justifications a 
detailed breakdown that relates the total of this $12 million to specific 
items. 

M-. THomas. We will insert page 226 in the record at this point. 

(The statement referred to follows:) 
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Mr. Basniaut. The additional increase is the annualization cost 
in 1957, and by that we mean the full-year cost in the fiscal year 1957, 
for facilities and services operated part of the fiscal year 1956, requir- 
ing a total amount of $2,744,554. We request $2,095,000 for increased 
workload at air route traffic-control centers, airport control towers, 
and communication stations. 

Mr. Tuomas. Let me interrupt you for a moment. 

Mr. Basnicut. Certainly. 


AMOUNT OF INCREASE FOR PERSONAL SERVICES 


Mr. Tuomas. This is in the record, but out of the $13 million 
increase over last year, what part of it is for personal services? 

Mr. Basnicut. The Federal airways increase in personal service 
aggregates $8,325,000, within the $12 million total for Federal airways; 
there is a slight increase in safety for personal services, and in the 
office of airports there is an increase of $585,000 for personal services. 
So it would be a combination of 

Mr. THomas. Two-thirds of the increase is for personal services 
and the other one-third of the $12 million for airways is for other 
objects. 

Mr. Basniaut. Yes. 

Mr. Tuomas. Let us take the other objects right now. 





BREAKDOWN OF FUNDS REQUESTED FOR OTHER OBJECTS 
COMMUNICATIONS 


Mr. Basnicur. In other objects the biggest single item would be 
in the category 04, communication services; and this involves the 
rental of land lines and communication facilities through which flight 
data and weather information is relayed from one point to another 
along the Federal airways. 

Mr. Tuomas. Your justification is rather weak on item 04. Give 
us the dollar amount here. 

Mr. Basnicur. The dollar increase for 04 is $1,154,000, over $7,- 
790,000 for the current year. 

Mr. Tuomas. What is the total amount now? 

Mr. Basnicur. The total amount for 1957 would be $8,945,266. 

Mr. Tuomas. And for fiscal year 1956 it was $7,790,914; is that 
the correct figure? 

Mr. Basnicur. That is correct. 

Mr. Tuomas. Let us get some details in the record on how you are 
going to spend that money. You do not set it out very fully in the 
justifications. As I read the justification here on communications 
services I note it uses this language: 

Under this heading are included control line rentals for remote control telephone 
circuits required in the cperation of air-navigation facilities, headquarters and 
facility local telephone service, toll calls, letter postage, rental of post-office boxes, 
telegraph charges, and line rental for the nationwide network of interphone and 
teletypewriter circuits. 

Lease of full-time long-distance telephone lines used to transmit messages 
perteining to the flow and control of air traffic operating under instrument flight 
rule weather conditions. 

Give us a quick rundown on that. 

Mr. Tiprets. May I speak to that, Mr. Chairman? 
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Mr. Tuomas. Yes, Mr. Tippets. 

Mr. Tiprets. The CAA operates a network of four teletypewriter 
circuits, for the distribution of weather information and for handling 
the flight-control data. 

The justifications do not go into detail on that, but to give you 
some idea of the magnitude, in the 1957 estimates $7,768,490 is set 
aside for this purpose under the 04 item. 

For examples we have 35,910 miles of land line service weather tele- 
typewriter circuits “A.”’ And circuit B, which handle flight informa- 
tion messages, 37,000 miles. 

Mr. Tuomas. What is the rental on that; or do you own any of it? 

Mr. Tiprets. No; it is leased, and we are not equipped to —— 

Mr. Toomas. What does that cost. 

Mr. Trerets. In 1956 the cost there has been $754,284, and in 1957 
it will stay the same; there is no increase on that particular circuit. 

In service B, in the fiscal year 1956, we will have paid $782,714, 
and there is an an increase with the additional facilities, which will 
bring it to $906,014. 

Mr. Tuomas. Do you rent this on a monthly basis, or do you have a 
contract on a yearly basis, or several years basis, and if so with whom? 

Mr. Trppets. It is under contract with A. T. & T. and Western 
Union, and I believe they are annually renewable are they not, Mr. 
Basnight? 

Mr. Basnicut. They are annual. 

Mr. Triprets. They are annual. 

Mr. Basnicut. And the rates are fixed by the standard public 
tariffs—— 

Mr. Tuomas (interposing). What are the other items there in that 
$4 million? 

Mr. Tiprets. I had not quite finished, Mr. Chairman. The service 
O, which is 9,295 miles, at a cost in 1956 of $178,728, and will continue 
at the same level for 1957, $178,728. 

One of the biggest single costs in this is the interphone service, where 
we actually handle the instrument flight plans for all instrument 
flights of military and civil flying. This permits the towers and 
centers to know each aircraft’s position and have instantaneous voice 
communication between the tower, and the center controllers so that 
they will have the maximum exchange of information possible passing 
at all times. That is 74,173 miles of circuits, and in 1956 we paid 
$4,514,989 for it. And there will be an increase in 1957, and that 
figure will be $5,467,179. 

Mr. Tuomas. How much more is that for 1957 over 1956 for the 
same mileage? 

Mr. Tiprets. For the same mileage. 

Mr. Tuomas. Yes; I understand in round numbers there is an 
increase of $700,000. 

Mr. Tiprets. I may not have made this clear. 

Mr. Tuomas. How much more are you paying for the same amount 
of circuit. 

Mr. Tipprets. I may not have made this clear; this was not the 
same service—actually there will be increased facilities, new facilities 
that will be coming into service. 

Mr. Tuomas. Gentlemen, will you excuse us while we respond to 
the teller vote. 

(A short recess was taken to answer to teller vote.) 
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Mr. Tuomas. The committee will please come to oraer. Let us 
look a few minutes more at other objects. 

Mr. Tiprets. Mr. Chairman, I had given you the figure for inter- 
phone and teletypewriter communications for 1957, which will be 
$7,768,490, and the details of the increases. That includes some new 
services, the amount we paid in 1956 is $6,693,000 and the increase 
is $1,075,490. 


TRAVEL 


Mr. Tuomas. What about the estimate for travel; what is the 
dollar mark here on travel. 

Mr. Basniaut. We have an increase in that. 

Mr. Tuomas. $3,045,908 for last year: How much of an increase is 
there for this year? 

Mr. Basnicut. That was increased to $3,554,000. 

Mr. Tuomas. About $500,000 increase. 

Mr. Basniaut. Yes. 

Mr. Tuomas. How do you justify that travel cost? I read this in 
the language of the justification: 

Approximately 83.4 percent of travel funds are needed by personnel required to 
travel in maintaining and operating air navigation and associated facilities, travel 
of employees attending training courses, for necessary transfer of employees and 
their dependents for the benefit of the Government, and for leave travel of per- 
sonnel stationed outside the continental United States. Approximately 16.6 
percent of the travel funds are required by departmental and regional headquarters 
personnel in connection with their duties as supervisors, inspectors, and coor- 
dinators. 

Now give us a breakdown. There are at least five different classi- 
fications. 

Mr. Basniaut. Yes. 

Mr. Tuomas. How many people in the Department are in travel 
status? What business would they have that would involve travel? 

Mr. Basnicut. The departmental personnel, sir, fall into two 
categories, engineering and operation. The engineering personnel 
travel to manufacturers engaged in building equipment for us; and to 
regional offices to give professional advice on problems that are en- 
countered in the installation of facilities. 

The operation personnel travel to the field and facilities to inspect 
for quality of operations in the actual work performed in the field. 
These are technicians seeking to raise the quality of the service, as 
they give special advice to the field operators. 

Mr. Tuomas. Is the travel out of the District of Columbia out of 
proportion here; it is around 17 percent? 

Mr. Basnicut. This 17 percent, sir, refers to the persons in the 
District of Columbia, 4 continental regional headquarters, and head- 
quarter areas in Alaska and Hawaii. The requirement is largely for 
the regional headquarters personnel, engaged in actually supervising 
other 

Mr. Tuomas (interposing). Now next year may I implore you to 
take a little time; you are dealing here with about $4 million and you 
have 5 lines of justification. Should we reduce this to about 10 or 15 
percent, since you did not see fit to justify it? 

Mr. Tiprets. Mr. Chairman, we do have a further detailed break- 
down of the items mentioned by Mr. Basnight, and I will be glad to 
read it into the record, or furnish it for the record. It shows the 
different categories. 
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Mr. Tuomas. Just where can I read it from the justifications? 

Mr. Trppers. I have it broken down in this manner; and it shows a 
breakdown of the amount spent in the different categories. 

Mr. Tuomas. Is it in the justifications? 

Mr. Trprets. No, sir. 


RENTS AND UTILITIES, PRINTING AND REPRODUCTION, AND OTHER CONTRACTUAI 
SERVICES 


Mr. Tuomas. What about this item of rents and utilities? That is 
becoming quite a sizable amount. 

Printing and reproduction, and other contractual services; is 
that 08? 

Mr. Roruscuitp. Other contractual service, 07. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. 08, supplies and materials, with an item of $5,245,000, 
and that is increased to how much for 1957? 

Mr. Basnicur. $6,017,000. That falls into two categories of 
increase; $68,000 for the present level facilities operations, and 
$705,000 for 

Mr. Tuomas. This is the maintenance and operation of the facilities 
at the various stations and installations? 

Mr. Basnicur. Yes, sir. 

Mr. Tuomas. How many of them do you have altogether in conti- 
nental United States? 

Mr. Triprets. There are more than 700 different specific major 
facilities, including navigation aids, communication stations and air 
traffic control towers. 

Mr. Tuomas. I think it would be very helpful to the record if at 
this point you would give us a list of them with a separate description. 
Does that include those that you have outside the continental United 
States? 

Mr. Basnicut. Yes. We have such a list for the record, if you wish 
it, Mr. Chairman. 

Mr. Tuomas. This money, the $5,500,000 is primarily for the 
maintenance, repair, and purchase of new parts, and so forth, for 
every conceivable gadget you have in those 700 installations; is that 
right? 

Mr. Basnicutr. And we do have a listing of the facilities, which we 
will be very happy to present to the committee or for the record. 

Mr. Tuomas. Where do you keep the inventory, if any, on supplies 
and materials for the various installations, and what sort of an inven- 
tory do you maintain? 

Mr. Basnicut. We have what we call a cycle procurement and 
we try to buy the equipment on a time schedule that does not let us 
get below the amount of stock that will be used in the time required 
to effect replacement for items; and the inventory level rises and 
falls, therefore, during the year. The inventory as of June 30, last, 
was $2,140,000. 

Mr. Tuomas. As of June 30? 

Mr. Basnicut. Yes, sir. 

Mr. Tuomas. That was for 1955, June 30, 1955? 

Mr. Basnicut. Yes, sir. 
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Mr. Tuomas. And it was how much? 

Mr. Basniaur. $2,140,000. 

Mr. Tuomas. $2,140,000. 

Mr. Basnicut. Yes, sir. 

Mr. Tuomas. How many warehouses do you have to store this 
material, and where is this inventory kept? 

Mr. Basnieut. It is kept currently at four continental regional 
headquarters, the aeronautical center at Oklahoma City, at Anchorage, 
and Honolulu, in the Pacific Islands. 

Mr. Tuomas. Three outside the United States? 

Mr. Basnicur. Just two outside the United States. 

Mr. Tuomas. Where are they? 

Mr. Basnieut. Anchorage, Alaska, and Honolulu, Hawaii. 

Mr. Tuomas. Anchorage, Honolulu, and where are the others? 

Mr. Basnieutr. New York, Fort Worth. 

Mr. Tuomas. That is the first time you mentioned New York and 
Fort Worth. 

Mr. Basnicur. I mentioned there were four warehouses in the 
continental United States; they are located at New York, Fort Worth, 
Kansas City, and Los Angeles. 

Mr. Tuomas. And this inventory of $2,140,000 was of last June 30? 

Mr. Basniaut. Yes, sir. 

Mr. Tuomas. And what is this based on; a 4 months’ supply; or 5? 

Mr. Basnicut. It runs between 3 and 4 months. That time factor 
is determined for items based on the time required to place an order 
and get-—— 

Mr. Tuomas. What are the principal elements now in the in- 
ventory? 

Mr. Basnieut. The biggest single item is the electronic and radio 
tubes, used in the navigation and traffic control facilities. That 
represents thousands of items. 

Mr. THomas. How do you buy them and from whom? 

Mr. Basnicut. They are purchased under contract, through public 
bid; usually from such firms as Westinghouse, General Electric, 
Federal Telephone & Telegraph Co., and other manufactures of 
electronic gear. 

Mr. Tuomas. What do you mean that you buy under contract? 

Mr. Basnicut. By advertisement, sir, on Government contract 
forms for the purchase of X number of tubes, of a certain category, 
and which have to meet Government specifications. 

Mr. Tuomas. Is it the same type that the Air Force uses? 

Mr. Basnieut. In some cases they are and where they are the 
same we sometimes use the military equipment. 

Mr. Tuomas. Does General Services Administration do any pur- 
chasing for you in this category? 

Mr. Basnieur. Not in the tube area, sir. They are not able to 
help us much in obtaining tubes. They do buy large numbers of 
items for us, such as paper for the teletypewriters, hardware, and 
other items that are commonly used by the Government. 

Mr. Tippers. Mr. Chairman, the tube item runs us about $1,200,000 
annually. 

Mr. Tuomas. Who is supplying your needs now? 

Mr. Triprets. We get tubes from as many as 5 to 10 contractors; 
we do not buy them all from any one supplier. 

Mr. Tuomas. That makes good sense. 
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FUNDS TRANSFERRED FROM OTHER GOVERNMENT AGENCIES 


Mr. Preston. With reference to the Federal airways item I notice 
that you included in your base for 1956 the amounts transferred from 
the Department of the Air Force and the Department of the Navy. 
What does this $3,011,000 represent in transferred funds? 

Mr. Basnieut. Sir, that represents the cost of services this year 
that we are providing for the military services, and is largely the 
operation of what we term the radar traffic control equipment. We will 
receive from the Department of the Air Force $2,507,000 this current 
vear, from their appropriation, “Operation and maintenance, Air 
Force,” from the appropriation “Major procurement other than 
aircraft,’ $104,000; from the Navy Department appropriation 
entitled “Aircraft and related procurement,” $399,000. 

These funds are advanced to us to perform traffic control services 
for the military. And the transfer item is to bring the cost of this 
operation within the framework of CAA, as we are providing the 
service, and there will be some small savings result by providing the 
service in this manner. 

Mr. Preston. Has that item been taken out of the defense budget? 

Mr. Basnicur. Yes; from the appropriation titles which I gave you. 

Mr. Preston. What are these projected figures for fiscal 1957? 

Mr. Basnicut. $5.2 million is requested. 

Mr. Prestoy. Would that be a direct appropriation to CAA and 
is it so carried? 

Mr. Basnicut. Yes; it is requested as such. 

Mr. Preston. As a part of the appropriation request? 

Mr. Basnicut. Yes, sir. 

Mr. Preston. In other words, it is a changeover from transfer of 
funds to a direct appropriation? 

Mr. Basnicut. That is right. 

Mr. Roruscuiip. At no additional cost to the Government. 

Mr. Preston. And that is why you are carrying this in your base 
figure? 

Mr. Basnicut. That is right. 


FACILITIES 


Mr. Preston. Where is the list of the facilities, the new facilities 
that are to be installed, and those that are proposed to be closed? 

Mr. Basnicurt. Here, sir, is the list of the new facilities and a 
distribution of the personnel. 

Mr. Chairman, for several years we have given to the committee 
a complete list of the facilities, showing the changes by additions or 
deletions. That is quite bulky, but it is furnished for your informa- 
tion. As to the discontinuance of facilities in 1957, there are no major 
items proposed to be discontinued. We are proposing to close some 
428 light beacons and 39 intermediate landing fields which have been 
maintained by the Government on the basis of being essential for the 
type of aircraft used in the past. Now with planes moving up in their 
standards of performance and with a larger number of cities being 
able to operate an airport, these facilities are, in our judgment, no 
longer essential Federal requirements. Those are the only items 
scheduled for discontinuance. 
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Mr. Preston. Are these intermediate airfields served by any type 
of traffic, feeder lines, or commercial lines? 

Mr. Basniaut. Some of them are served by—no, none of them are 
served by either the feeder lines or the regular scheduled lines. 

Mr. Trppers. Actually, Mr. Chairman, of the 39 fields, 17 of them 
are landing strips. We will turn them over to communities or at- 
tempt to turn them over to communities or private operators at no 
cost to us, if there is a need for such places. Twenty-two of them, 
we operate the lights only, and a few of them will be operated by 
others. We do have a list of the facilities that will be discontinued. 

Mr. Preston. This list that you have handed me is the intermediate 
field list; and the CAA has been maintaining these fields? 

Mr. Tiprets. On 17 of them we have been maintaining the strips 
themselves and the lights were available; and 22 of them we have 
been maintaining only the lights and the fields are currently main- 
tained by other than the Federal Government. 

Mr. Preston. Mr. Basnight, will you please refer to the item 
found on page 213 under ‘‘ Program adjustments,” entitled ‘Savings 
resulting from combination of facilities, equipment rearrangements, 
relocations, and miscellaneous items.”’ 

Mr. Basnicur. Yes, Mr. Chairman. That item represents a saving 
of $375,000 and 82 positions will be made possible through combina- 
tion of facilities, equipment rearrangements and relocations; and these 
rearrangements include the combining of air traffic control towers and 
communication stations as an item. 

There is a list of 14 separate actions, which we can furnish to the 
committee for your information, which involves the combining of 
seven towers and communication stations, and the savings due to other 
operation improvements of the Washington communication station 
and the air route traffic control center. We are also finding some say- 
ings possible in certain communication operations; manpower reduc- 
tions in a number of facilities in Alaska; some reductions where we are 
able to reduce manpower at a few locations. The total of these items 
will result in the savings of $375,000, which is in addition to the saving 
of $257,000 for intermediate landing fields and airway beacons being 
discontinued. 

Mr. Preston. These seven towers and stations that you referred to 
are in this sheet you have handed to the committee? 

Mr. Basniaur. Yes, sir. 

Mr. Preston. That in no way affects your operation? 

Mr. Basnicut. That is right. The operation of the remaining 
equipment will be as effective and efficient; it will only put two units 
on—— 

Mr. Preston. On that same page 213, under the head of ‘Program 
increases”’ the following language is found: ‘Additional cost of con- 
tinuing 1956 program for full year 1957 Gener: two items; 
1956, part year facilities, and 1956 part-year workload increase. 
Each represents an item of over a million dations. Will you comment 
on these two items? 

Mr. Basnicut. Yes, Mr. Chairman. The items—the term “an- 
nualization,”’ represents the full year cost in 1957 of operating services 
provided only in part of 1956. The new facilities placed in service 
in 1956, including one airport traffic control tower, three airport 
surveillance radars, 4 long-range radars; 7 radar approach control 
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centers, 21 VHF omnidirectional units, and 5 VHF terminal omni- 
directional radio ranges. 

The positions for increased workload and the additional staffing, 
including those of related services, are in part the result of the supple- 
mental granted by Congress in the last year when we asked for relief 
for workload. The full cost of the workload increase aggregates 
$1,500,000; and there is the remaining item of $74,900, which is the 
estimated requirement for payment of the higher per diem rates 
under authority of Public Law 189 of this Congress. I might mention, 
sir, on per diem rates we are not making the maximum payment of 
$12, but rather allow $11, graduated downward by classes of travel. 

Mr. Preston. On page 214, at the top of the page, we have another 
item under the heading ‘Increased workload” that represents an 
increase of $2,095,000. The first four items seem to relate to pretty 
much the same type of thing. Do you have any figures you can give 
the committee in regard to air route traffic control centers, airport 
traffic control towers, and so forth? 

Mr. Basnicut. Yes, Mr. Chairman. The workload increase in 
air route traffic control centers, is estimated to rise 15 percent in 1957 
over the current year. In towers and communications stations it is 
estimated, the workload will rise by 9 percent over the current year. 
I would like to correct. that—airport traffic control towers and com- 
bined towers communication station workload will rise by 9 percent. 
In the aeronautical communications stations the workload will rise 
by 15 percent. These figures are proved to be conservative, based 
on the trends being experienced up to this time. 

Mr. Preston. How about flow control; what is that? 

Mr. Basnieut. Flow control, sir, is a procedure instituted under 
instrument weather conditions where traffic at major air terminals 
becomes so saturated that it is not considered safe to have more planes 
fed into the terminal areas. By flow control we install delaying 
procedures to hold the planes on the ground until they can be effec- 
tively handled at the major terminals. 

Mr. Preston. Now what do you propose to do with the additional 
flight inspection of facilities? 

Mr. Basnicur. This will provide an increase of one flight crew, a 
pilot, and copilot for each of the four continental regional areas. 

This will give us a maximum increase of eight positions, and sub- 
stantially increase the amount of flight checking to assure reliability 
of our air navigation aids. 

Mr. Preston. Where are you going to get the craft for these new 
positions? 

Mr. Basnicut. They are already owned by the CAA. 

Mr. Preston. All of them? 

Mr. Basnieut. Yes, sir; there is no increase for this particular 
service in the budget. There is a related item for aircraft in another 
item. 

Mr. Preston. And it will greatly increase the utilization of existing 
aircraft. 

Mr. Basnicut. That is correct. 

Mr. Preston. To supply inspection of facilities. 

Mr. Basnicut. That is right. 

Mr. Preston. Is this figure $112,846, found on page 214, related 
directly to the overall budget requests that you are asking for 1957? 

Mr. Basnicurt. Yes, sir. 
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Mr. Preston. In other words, if the request is cut by some per- 
centage figure this figure could also be cut by a similar amount? 

Mr. Basnicut. This request is related to the request for Establish- 
ing Air Navigation Facilities for which there is a request of $40 million. 
The need for this workload is dependent upon the rise or fall of that 
program. 

Mr. Preston. The next item on that same page, 214, is “‘Additional 
facilities and requirements’’—new facilities $4,921,000. Do you have 
a schedule or a chart showing a list of these new facilities? 

Mr. Basnicut. Yes, sir. 

Mr. Preston. Showing where they are proposed to be used? 


TYPES AND LOCATION OF PROPOSED NEW FACILITIES 


Mr. Trprets. Mr. Chairman, there is a breakdown of the $4,921,438 
on page 220, which shows the types of facilities. There are 12 air 
route traffic control towers; 2 approach light systems, 10 landing 
systems; 9 airport surveillance radars; 45 repeaters used in our existing 
radars and new radars; 12 precision approach radars—— 

Mr. Preston. Suppose you put that page in the record, including 
the first two paragraphs on page 221. 

Mr. Trpepets. Yes, sir. I have the places, if you wish, of the major 
facilities. 

(The statement requested follows: ) 


New facilities, $4,921,438.—Provision has been made in this estimate for the 
new facilities listed below, which will be ready for commissioning in 1957, requiring 
758 positions and $4,921,438. 





| ts 
TW. a tlh * Average 
Type of facility Bie Number | monthea 
| 

on sslpdelanddetideneneccidathinmiaiicenmmntitie pe Tee 
I IE CE ooo ccccinccndcshbauetsinsdecdnecsncs 12 8 
Approach light system - -- --- sneakeeuamie 2 8 
Instrument landing system._.---- 10 | 8 
Airport surveillance radar. _- 9 | 7 
Airport surveillance radar oe scopes... — 45 | 6 
Precision approach radar. - - ------ Pee Fe : . 12 | 8 
Long range radar- -- | 1 |} 9 
Secondary radar... ..-...-.2..<.. 9 | 12 
Radar approach control centers... 3 | 12 
Radio range, VHF omnidirectional-- ‘ 25 | 6 
Radio range, VHF terminal omnidirectional. -_- 2 9 
UHF communications-.. 916 12 
UHF/VHF direction finding equipment-. 58 7 
Service B increase from 75 to 100 words per minute operation OS ; 12 


Interphone, relocation of facilities... 7 TSE “5 scssn Reenepia iota saanainacion 


With the commissioning of 3 new radar approach control centers in 1957, 13 
such centers will be in operation. The plan for transferring responsibility for 
these centers provides for the Civil Aeronautics Administration to assume their 
maintenance January 1, 1957, and 196 positions and funds in the amount of 
$1,612,913 have been provided for this purpose and for 6 months advance training 
of electronics and communications maintenance personnel prior to assumption of 
maintenance responsibility. 

The interphone requirements for relocation of facilities amount to $81,000 and 
are directly related to facility relocation projects included in the appropriation 
“Establishment of air navigation facilities.’ 

An additional 189 standby engine generator plants are included in the amount 
for new facilities. These plants were discontinued during the latter part of 
calendar year 1953 and early 1954 as an economy measure. A review of this 
action points up the need for restoring the plants to operation. During the period 
July to December 1953, when approximately 1,200 standby plants were operative, 
facility outages at all locations resulting from commercial power failure averaged 
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450 hours per month, whereas for the period January 1954 to June 1955 after 38 
percent of the standby plants had been discontinued, facility outazes average 
1,440 hours per month, or 320 percent of the previous outaze time. Considering 
the increase in reliability of air navigation facilities which can be obtained by oper- 
ating these standby plants and the relatively low cost of their maintenance, restor- 
ation of the plants to the program is considered justified. 


Breakdown of new facilities, fiscal year 1957 (p. 226, col. (k)) 


Positions Amount 











189 standby generators 12 $86, 943 
12 airport traffic control towers eect 93 | 370, 271 
9 airport surveillance radar | 54 | 274, 250 
45 repeater scopes — . eal 137 462, 796 
12 precision approach radar 5 83 415.194 
9 secondary radar % : shies : 12 | 78, 731 
27 VHF radio ranges bak 13 72, 580 
916 UHF communications (including reclassification Remote Transmitter) _- 77 | 820 919 
58 UHF/VHF direction-finding equipment - 11 63, O78 
10 Instrument landing system (with compass localizer) -- : 13 | 83, 437 
Approach light systems 3 20 801 
All other facilities : cuban scam 22 127, 928 
Service B 100 words per minute operation ; we 100, 000 
Interphone, relocation of facilities sig | | 81, 000 
Facilities transferred from military: 

Radar approach control centers, (maintenance 13 facilities) i 5 196 | 1, 612, 913 

Long-range radar (Jacksonville) § se -----| 29 207, 586 

| 
Subtotal eer gas = 755 4, 879, 327 
Supporting services: Routine flight inspection_-._--__-- acne pale ce 3 | 42,111 
a ie nS eae 758 | 4, 921, 438 
Locations of new major facilities, fiscal year 1957 
TOWERS (12) 
Location — Activity | Status of structure 

Atlanta (Fulton), Ga__.......--- eT ea See | Twr en 35, 776 | In planning stage. 
Chicago (Meigs), Ill____--__- weakelei crastonsl a eo 55,178 | Available. 
College Station, Tex_____- hee ka 7 ninemecll See a 30, 066 Do. 
Fort Lauderdale, Fla_- : AERTS AES EE 38, 688 Do. 
San Jose, Calif a ean PE reson 41, 376 In planning stage. 
San Juan (Isla Grande), P. R-_-- Darunandien’ SN a creme 43,056 | Available. 
Shreveport (Downtown), La__-- ; ‘ Sank dis ieare 25, 896 Do. 
I ey AR wc wenn al 27, 241 | Substandard. 
Mansfield, Ohio ae ; Set EE sane 32, 332 | Available. 
Philadelphia (North), Pa_.--- ee Dl 28, 320 Do. 
San Angelo, Tex._.........-. ie 7 : : CSs/T. : 24, 000 Do. 
Klamath Falls, Oreg__...____- : ; aie: WOME xsi | 31,000 | Under construction. 








AIRPORT SURVEILLANCE RADAR (9) 


Buffalo, N. Y. Louisville, Ky. 
Colorado Springs, Colo. Miami; Fla. 
Charleston, W. Va. Nashville, Tenn. 
Fort Worth, Tex. San Antonio, Tex. 


Long Beach, Calif. 


PRECISION APPROACH RADAR (12) 


Anchorage, Alaska Oakland, Calif. 
Dallas, ‘lex. Pittsburgh, Pa. 
Detroit, Mich. Portland, Oreg. 
Houston, Tex. St. Louis, Mo. 
Indianapolis, Ind. San Francisco, Calif. 


Kansas City, Mo. Seattle, Wash. 
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SECONDARY RADAR (9) 
Chicago, Ill. (tower) Newark, N. J. (tower) 
Chicago, Ill. (center) Norfolk, Va. (combined facility) 
Idlewild, N. Y. (tower) Washington, D. C. (tower) 
Idlewild, N. Y. (center) Washington, D. C. (center) 


LaGuardia, N. Y. (tower) 
VHF RANGES (27) 


Blandford, Mass. Huguenot, N. Y. 
Beckley, Va. (TVOR) La Belle, Fla. 
Casa Grande, Ariz. Las Cruces, N. Mex. 
Cedar Rapids, lowa Meeker, Colo. 
Centerville, Tex Nabb, Ind. 
Chanute, Kans. Picayune, Miss. 
Chieago (O’Hare), Ill. (TVOR) Pine Grove, Pa. 
Downsville, N. Y. Piqua, Ohio 
Ellwood City, Pa. Port Kenyon, Ohio 
Estill, S. C. San Semion, Ariz. 
Farmington, N. Mex. Shadyside, Md. 
Grand Canyon, Ariz. Tyron, Pa. 
Grantsville, Md. Vernal, Utah 


Grubbs, Va. 
INSTRUMENT LANDING SYSTEMS (10) 


Beaumont, Tex. Portland, Maine 
Columbus, Ga. Rochester, Minn. 
Lexington, Ky. Springfield, Il. 
Monterey, Calif. Utica, N. Y. 


Muskegon, Mich. 
New York (international), N. Y. (No. 2 
system) 
RAPCONS (13) 


USAF base: Location 
Barksdale _ _ - ; See teehee es Shreveport, La. 
Bergstrom pels 5 oe Ss es Ue ka i Austin, Tex. 

Biggs ott Seg R SL oe ee Seal a eae El Paso, Tex. 
Fairchild Si Ar ed eR Spokane, Wash. 

Hill Pe 5 re SE at eer ee Ogden, Utah 

Hunter aS. So ebeWdéweaices= ee Se: 

Ladd b FO Be Tae ae) See Fairbanks, Alaska. 
Mace Dill vei Sh etal Sr a a cle tg WN Tampa, Fla. 

March eae ea aN ea J eA ee Piast amides Riverside, Calif. 
MeChord. Fete et se, Ret Seattle, Wash. 
MeConnel___- . boo eee ekwescan OEE ee: 
Tinker i JOS ath epee nee eae: Oklahoma City, Okla. 


We TA Gee MORRO. os i 5 oo eeeewurcdieuasewn Dayton, Ohio, 


OPERATIONAL AND TECHNICAL TRAINING FOR FIELD PERSONNEL 


Mr. Presron. Will you speak briefly to this item, $403, 000 under 
“Operational and technical training for field personnel’’? 

Mr. Basnicur. Sir, the proposal is to provide for adequate training 
of personnel that needs to be recruited as new facilities are placed in 
service. We find it necessary to provide training for the personne! 
we can employ in order that they may have the competency necessary 
to control traffic, perform communications work, and the maintenance 
of the new type of electronics facilities. It is necessary to establish a 
minimum program for training of individuals as they come into the 
service. We propose to run 18 2-week courses for flight inspection 
methods procedure, and a pattern of courses running from 2 to 6 
weeks, on air route traffic control, air terminal traffic control, and 
communications maintenance and this request for $403,000, is for the 
cost of instructors, travel of students to the classes, and the training 
facilities used as training aids. 
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AIRSPACE CONTROL 


Mr. Preston. We are going to ask you, if it is not already in the 
record, to give us some very strong evidence in support of this item 
of $1,046,000 for control of all airspace above 24,000 feet. 

Mr. Tirprets. Mr. Chairman, we did demonstrate for the committee 
earlier—— 

Mr. Preston. Has this already been covered? 

Mr. Yates. I would like to hear it. 

Mr. Trprerts. For the information of the committee, between 40 
and 50 percent of all of our flying now is military flying. The military, 
are using jet aircraft. These aircraft use the higher “altitudes, 20,000 
feet and above. The speed of such aircraft in this area, and of some 
other aircraft, as the committee is aware, runs from 400 up to 700 
and 800 miles an hour; because of these speeds it is no longer safe for 
flights to be conducted on a “‘see and be seen” basis. These aircraft 
require traffic control and navigation aids at their operating levels for 
the accomplishment of their missions. The only way we can do this 
is to add to our existing center staffing and equipment so that these 
aircraft can be treated with in the higher air space to the best of our 
ability without radar. Our plans will allow them to carry on their 
military missions. One of our problems is to permit them to go up 
and down through the space serving civilian traffic, without danger 
to either the civil or military craft. Our purpose, Mr. Chairman, is 
to ultimately install and use radar as eyes for the controllers and 
enable the controllers to safely separate aircraft at high altitudes by 
radar. 

We have presented to you our 5-year plan, wherein we intend to 
make use of long-range radar to allow us to get positive air-traffic 
control in these high altitudes. 

For the necessary control of military and civilian aircraft that will 
be flying at these same levels for the next 3 or 4 years prior to the avail- 
ability of en route radar, we believe that this is a minimum program 
and is absolutely essential if we are not to imperil the military missions 
in this type of flying. At the same time we must provide for the 
needs of these aircraft as they rise and descend through the presently 
controlled space used by civil craft. 

The 1957 estimate does give us necessary manpower to do this job. 
This in our opinion will not be fully sufficient until we actually get 
the radar equipment requested installed and operating. 

Mr. Preston. What are you doing about that? These jet planes 
report in to the control towers? 

Mr. Trppets. Yes, they report in to the centers. We reserve air 
space for them; and for the committee’s information all three of the 
major tactical commands and the training commands are very much 
concerned about our inability to accommodate all of the flying that 
they now would like to do; we are limited in the amount of accommoda- 
tion that we can give the .m with our present facilities; we are not doing 
today the full job that they require. 

Mr. Lowen. Mr. Chairman, may I add to that? 

Mr. Presron. Yes, Mr. Lowen. 

Mr. Lowen. Both the Air Force and the Navy feel very strongly 
about this, as indicated in the statement that was referred to earlier 
and submitted to the committee. 
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Mr. Yares. Are there any radar facilities requested in this budget 
for the purpose of controlling this traffic? 

Mr. Tippets. Yes, sir; it is under another heading. There is a 
request for adding to our present few long-range high-altitude radar, 
17 additional radar; some of which will be provided by using defense 
radar equipment. The complete radar program will not be imple- 
mented and available for the next 5 or 6 years in its entirety, because 
it takes several years to get some of this long-range radar operational. 
We do intend to add to this equipment year by year, we plan to 
have all of our radar requests in within the next 3 years for this pur- 
pose. When so equipped we will have a positive radar traffic control 
system of aircraft using the higher altitudes. 

Mr. Yates. Why should not the military bear a portion of this 
cost, as long as they are flying the high-altitude craft? 

Mr. Tiepets. They are not the only ones flying in the high alti- 
tude; we will be getting aircraft in civil use before long using this 
airspace. The CAA is the agency that is responsible under statute 
for providing air traffic control and navigation aids for all aircraft, 
civil and military, throughout the United States. We plan to make 
use of some of the military radar equipments already available, thus 
receiving maximum results from the capital invested in them. 

Mr. Preston. I think we should insert the rest of page 222 in the 
record. It gives a detailed explanation of the money that will be 
involved; and also add considerable information to what has been 
given the committee, where it will be located, and how you propose to 
handle the program. 

(The statement referred to follows:) 


Control of all airspace above 24,000 feet (interim plan), $1,046,640.—As of the 
present time, military jet operations constitute approximately 50 percent of the 
total flying hours of the USAF. It cin be expected that the hours of jet operations 
will constantly increase as new wings are added and as piston-powered aircraft 
are replaced by jet-type aircraft. Two scheduled airlines are presently converting 
to turboprop aircraft, and three manufacturers plan on producing jet transports 
for civil and military use. 

For reasons of operational efficiency these aircraft fly at the higher altitudes, 
and every minute saved en route prov ides added safety upon reaching destination. 
Further, in many military operations, time is an important consideration. For 
these reasons, they normally fly direct routes which places them outside the air- 
way structure where no air-traffic control is provided during a large portion of 
their flight. Consequently, there is an immediate need for the control of all 
airspace at high altitudes. 

Under this proposal it is planned initially to control all airspace over 24,000 
feet, and it is possible that the floor may be lowered as experience is gained. In 
order to provide control of this airspace in the continental United States, it will 
ne necessary to establish a total of 39 sectors, or operational control points, in 24 
of the 26 centers. Two sectors will be established in each of the 15 centers; the 
remaining 9 centers will have 1 sector each. The Pittsburgh and Miami centers’ 
high-altitude control areas will be handled by other centers. At 15 locations 
where 2 sectors are established, the sectors will be operated separately for 16 
hours and combined for the remaining 8 hours each day. The 1 sector at the 
other 9 locations will be operated 24 hours each day. This will require a total of 
330 operating positions of which 90 are estimated to be provided within basic 
formula requirements for control of flights on airways above 24,000 feet. There- 
fore, 240 additional operating positions are being requested to inaugurate control 
of all airspace above 24,000 feet, requiring $699,779 for personal services and re- 
lated costs. It will be necessary to rearrange existing center terminal communi- 
cations equipment and add new terminal equipment for the new sectors at a cost 
of $71,700. In addition, communications lines connecting centers to peripheral 
communications sites will require 7,940 additional miles of lines for an average of 
6 months costing $226,290. Maintenance of the peripheral communications 
equipment will require 10 positions and $48,871. 











222 


It is to be noted that the above plan for control of all airspace above 24,000 
feet will provide only a minimum program for control of high-altitude flights. 
The ultimate program required to meet the needs of high speed, hich-altitude air- 
craft movements demands positive control at all times to avoid collisions at hich 
closing rates under all weather conditions. To accomplish positive control under 
good weather, as well as intrument weather, requires the use of radar and direct 
communications. The ultimate program will make use of existing military and 
civil radar installations, but the cost will be considerably in excess of that re- 
quested for the initial program. 

Mr. Preston. There is no doubt about the fact of the high-speed 
aircraft causing a problem and there must be control. We must be 
able to do more about the high-altitude control, and know where they 
are, 

Mr. Tiprets. Yes, sir. We cannot underestimate the performance 
of these jet aircraft; the speed at which they rise to these altitudes; 
the rapid fuel consumption of the jet aircraft make critical the time 
limitations in which they go up and must come back down again. 
Their performance is a considerable problem in the control of aircraft 
safety. 

Mr. Preston. One of the things that bothers me is how you are 
going to divide this traffic at the centers. At the present time is it 
on the basis of controlling the traffic at lower altitude and the traffic 
at the higher levels? 

Mr. Tiprets. There is coordination; yes. 

Mr. Preston. Under this new plan you will separate the traffic 
above the 24,000 level; is that the idea? 

Mr. Tipperts. Yes, sir; in the centers for craft above 24,000 we will 
have a separate section of control in our centers. 

Mr. Basnicut. We might clear that up a little by saying that the 
present control of air traffic is exercised only on the airways. This 
proposed plan is to control aircraft in airspace above 24,000 feet 
while below 24,000 air-traffic control will only be exercised on the 
airways. The distinction being airspace versus airways 

Mr. Lowen. There is one other fact, Mr. Chairman, that from 1958 
and on out civilian aircraft as well as military will be using these 
higher altitudes; and control in this area we are not getting from the 
present system. 

Mr. Preston. The whole picture is becoming more and more com- 
plicated and it is going to require greater effort on the part of the 
Government to meet the challenge facing us in this field with the 
rapidly expanding aviation. 

We will resume at 1:30. 

Mr. Preston. At the noon recess we were still discussing additional 
facilities requirements. The next item appears to be a substantial 
increase in development of evaluation. Just what does that mean? 


TECHNICAL RESEARCH AND DEVELOPMENT 


Mr. Basnicutr. This is a program of doing applied research to 
improve the operational effectiveness of our air navigation and air 
traffic control devices. We have in the current year some $367,000 
devoted to improving the operational performance of facilities and 
the request will provide for a $300,000 increase or just about doubling 
the effort. We have great need to find ways to develop maximum 
production through our traffic control and navigation facilities. The 
work is conducted at Indianapolis, Ind., through a research center. 
We would be very glad for you to see it. 
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TOTAL AMOUNT REQUESTED IN 1957 BUDGET FOR RESEARCH AND 
DEVELOPMENT 


Mr. Preston. Is that the total amount for research and develop- 
ment in this budget request? 

Mr. Basnieut. No, sir; the total amount is $1 million under this 
“Operation and regulation” appropriation. $667,000 approximately 
is under the Federal airway heading; $300,000 under aviation safety 
and the balance under airports. 

Mr. Preston. So it is divided up into three areas? 

Mr. Basnicut. This is the largest part by far. 

Mr. Preston. Is any of this money used on a contract basis? 

Mr. Basnicut. Yes, sir. 


RESEARCH AND DEVELOPMENT ON CONTRACT BASIS 


Mr. Preston. How much? Can you give me a rough idea how 
much you propose to do on a contract basis? 

Mr. Basniegur. Approximately 15 percent. Of the total of $1 
million, approximately $190,000 would be used under 07 to include 
all contracts outside of the technical development center at Indian- 
apolis. 

Mr. Preston. Well, is ANDB doing any work in this? 

Mr. Basnieutr. No, sir. The work of ANDB is directed toward 
basic development looking toward improved systems. This is a mat- 
ter of getting more usefulness, improved operational results from the 
equipments we now have whereas AN DB looks forward to new types 
of equipments and facilities. There is no overlapping between what 
ANDB does, and this program and that of any other Government a- 
gency. We have circulated all the other aviation enterprises of gov- 
ernment, and received written replies from them indicating there is no 
duplication between our effort and their own. 

Mr. Preston. Written replies? 

Mr. Basniaur. I have the letters here. 

Mr. Preston. You need not provide them. I take your word for it. 


RECLASSIFICATION OF MAINTENANCE TECHNCIANS 


Why is it necessary to reclassify maintenance technicians? 

Mr. Basnieut. Sir, the skill required by personnel maintaining our 
electronic facilities is in a very competitive area. The demand for 
these skills is great. The Civil Service Commission working with the 
Department of Commerce and CAA has reviewed the work performed 
by our technicians and found that the personnel falling in grades GS-7 
through 11 should be reallocated upward approximately one grade. 
There are 939 such positions. The bulk of the increase would fall in 
grade 7 which would move up to grade 8. The grade structure is al- 
ready approved by the Civil Service Commission. We are asking 
funds here to pay the additional cost of this one grade increase for 939 
jobs next year. I think very simply stated the electronics skill is one 
that is in great demand and in order for us to employ people capable 
and competent to do the service we have to pay scale equivalent to 
what it is in practice with the Air Force and industry. 

(Discussion off the record.) 
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PERMANENT QUARTERS FOR OKLAHOMA CITY AERONAUTICAL CENTER 


Mr. Preston. We have looked at the justification on these other 
two items. 

The last item coneerns permanent quarters for the air center 
activities at Oklahoma City. It is a new item of $470,600. 

Mr. Basnicur. Yes, sir. The need for this is that we have for 
several years, in fact since the close of World War IT, been utilizing 
temporary buildings at an airport just outside of Oklahoma City at a 
minimum rental rate. The buildings have deteriorated and the city 
will not renew our lease on the buildings requiring us to move as our 
lease expires in June. We will have to move shortly thereafter. 

Mr. Preston. Sometimes, you know, the chambers of commerce 
in these cities work out a little deal where they say we are not going 
to rent to you people. You fellows have got to put up something 
nice out there. That does not make you too mad. If you are not 
going to rent to us we obviously have to ask for money for building. 
Why is it they don’t want to rent to you again? 

Mr. Basnicut. Two reasons: These buildings are virtually worth- 
less now. They are of wooden construction, GI barracks buildings. 
They have not been maintained. We have not paid enough money to 
the city to permit them to maintain them out of the money we paid. 
The second reason is that they are expanding their airport and will 
tear the buildings down anyway. They won’t renew the lease. So 
we worked with General Services Administration and surveyed pos- 
sible places to which we could move our operation. The survey 
proved that the offer made by Oklahoma City was the most favorable 
we could obtain. So what we are proposing to do is to take up the 
offer of Oklahoma City to build a building adequate for our needs. 
At the same time we would consolidate our four continental regional 
warehouses which will result in an annual saving of about $230,000 
in our cost of operation. By locating the central warehouse at Okla- 
homa City we can accomplish the whole objective at one time. That 
is, we can consolidate the warehouses and move into new quarters. 

Mr. Rornuscurip. You understand, sir, that we are not building this. 
Oklahoma City will build it for our use. 

Mr. Preston. You will rent it. 

Mr. RoruscuiLp. Yes. 

Mr. Preston. You already have a warehouse at Oklahoma City? 

Mr. Basnicut. Yes. 


CONSOLIDATION OF WAREHOUSING OPERATION 


Mr. Preston. What are you going to consolidate in the warehous- 
ing? 

Mr. Basnicut. The warehouse at Oklahoma City is now only a 
heavy equipment warehouse. We have warehouses at our regional 
offices that supply the continuing demand for supplies for operating 
facilities. We would combine the total operation at Oklahoma City, 
the heavy equipment and the supplies. 

Mr. Preston. Where are these other warehouses located that you 
will consolidate? 
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Mr. Basnicut. New York, Fort Worth, Kansas City, and Los 
Angeles. 

Mr. Preston. At regional offices? 

Mr. Basnicur. Yes, sir. 

Mr. Preston. Will you have to move a lot of equipment to con- 
solidate them? 

Mr. Basnieut. Yes. A big part of this item requested for 1957 
is for the cost of moving the equipment and the items stored in the 
warehouses to one central location. This will permit us to cut down 
the inventory level somewhat, increase the efficiency of operation and 
permit reducing the number of personnel used in the warehouse 
operation. 

Mr. Preston. By how many, do you estimate? 

Mr. Basnicut. I will have to furnish for the record the number of 
people but the total saving is $230,000. 

Mr. Moore. The figure I heard was 50. 

Mr. Basnicur. Fifty people. 

Mr. Moore. I do not know whether it is correct or not but that is 
what they told me. 

Mr. Preston. Was it desirable to consolidate your warehouses be- 
fore the city made this offer to put up this building or is this just a 
byproduct of the proposition of the city putting up the building. 

Mr. Basnicut. The idea had been worked on for some time and 
the management firm that surveyed our operation a year or two ago 
also recommended the consolidation of warehouses. It so happened 
that fortunately the two things tie together. 

Mr. Preston. Is this the same outfit that recommended doing 
away with 3,350 jobs? 

Mr. Basnicur. Yes. 

Mr. Preston. I would not put too much stock in their recommenda- 
tion about warehouses. 

Mr. Tipretrs. Mr. Chairman, if I might supplement the discussion, 
we are in 23 buildings, war surplus, condemned buildings, many of 
them far beyond ability to maintain them. In their present status, 
they have never been adequate for the storage and training that we 
use them for. As a consequence, based on the present deteriorated 
condition we would have had to go ahead and consolidate, and improve 
that operation for the training and the warehousing. It would be 
imperative to go ahead in this way notwithstanding any other factor. 

Mr. Preston. Don’t you know your people in the regions are going 
to maintain some degree of stockpile on hand of some parts and items 
that are used around them? 

Mr. Tiprpers. We have minimum and maximum stock arrange- 
ments within each facility which has a cycle of its own. For supplies 
and stocks, they have stock on hand and then it gets down to a 
certain minimum level but still enough on hand for safety purposes; 
then they automatically reorder. They refill the maximum quantity. 
That will continue to be handled at the facility itself. 

Mr. Preston. You say most of this $470,000 is forthe move, the 
consolidation? 

Mr. Basniacut. Yes, sir. <A large part of it is for moving. The 
building not being ready for us to occupy, the full-year rental is not 
provided in 1957 estimates. 
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DATE OF EXPIRATION OF PRESENT LEASE 


Mr. Preston. Did you mean 1956 or 1957 when you say the lease 
expired at Oklahoma City in June? 

Mr. Basnicur. Expires in the coming June, which would be 1956. 

Mr. Preston. Well, that is a different statement than what you 
have in the justifications. The lease which expires on June 30, 1957, 
will not be renewed by the city. 

Mr. Moore. That is a misprint. 

Mr. Preston. Which is correct, then? 

Mr. Moores. I have been told 1956, this June. 

Mr. Preston. Can anybody put us right about this? 

Mr. Trprers. The justification I would say would be correct if it 
is in here—it is page 224—the lease which expires on June 30, 1957, 
will not be renewed by the city. I presume that is the correct year. 
I think we were speaking from memory. I, too, thought 1956 but 
apparently it is 1957. 

Mr. Preston, You are going to have to try to get the building 
ready by that time, is that it? 

Mr. Basnieutr. The warehouse portion, yes, sir. 

Mr. RoruscuiLp. The justification says it will be ready February 1, 
1957, Mr. Chairman. Page 225, last paragraph. 


ANALYSIS OF ANTICIPATED SAVINGS 


Mr. Preston. Where is the principal saving in this $250,000 that 
has been talked about as a saving? Is it in salaries or is it in rental 
reduction? 

Mr. Basnieut. It is in both areas, sir. The saving of 50 positions 
which would amount to a substantial dollar saving in shops and 
warehouses, total of the saving aggregates $230,000 a year. 

Mr. Preston. Let’s see—your rental in the new building is esti- 
mated to be—— 

Mr. Moore. Could I correct that statement? I understand this: 
that our rental will go up. We are paying something like 5 cents a 
square foot now, am I not correct, for the rental out there? 

Mr. Basnicut. That is right. 

Mr. Moore. The new building will cost us 40 cents a square foot 
which is a great bargain in today’s warehouse costs but our total 
rental as I understand it will be higher than what we are paying today 
with that 5-cents-a-square-foot rental. 

Mr. Lowen. That is correct. 

Mr. Basnicut. That is correct, Mr. Moore. And the saving of 
$230,000 is a saving in warehouse operation as distinguished from the 
total operation which includes the facilities for training personnel. 

Mr. Preston. I hope you know what you are doing. Every time 
we get one of these fancy deals we wind up picking up a check for 
more money. You recommended the moving of a regional office 
from Atlanta to Fort Worth—it was going to save a lot of money. 
Do you reckon you can show us, if we were to have a little hearing 
on it, whether you have saved any money? 

Mr. Basnicut. As I recall the item, we did save money. The office 
in Atlanta was a rented space area. We did reduce the number of 
personnel considering the staffing formerly at Atlanta and the staffing 
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at Fort Worth. We merged 7 offices into 4. The total saving is 
about $1% million. 

Mr. Preston. Is this a structure to be built under Federal law, 
the Lease-Purchase Act? 

Mr. Roruscuiip. Built by the city of Oklahoma City. 

Mr. Preston. But is it under the Lease-Purchase Act of the Con- 
gress? 

Mr. Roruscuitp. No, sir. This will be the property of the city 
of Oklahoma City. 


DETAILS OF LEASE AGREEMENT WITH OKLAHOMA CITY 


Mr. Bow. Have they stated what the termination date of the lease 
is, What the length of the lease is? 

Mr. Preston. I don’t believe so. What is the length of the lease? 

Mr. Basnieut. Five years, I believe, sir, at 44 cents a square foot 
for the space that we occupy as warehouse space; $1.33 per square foot 
for the air-conditioned office and laboratory spaces involved. 

Mr. Moore. May I say this, there is considerable land around that 
area that we will use. The building is figured with the land rental 
and when you add the land rental, am [ not correct that you get this 
total of 44 cents but if you deducted that, just the building, I think 
it comes to around 40-41. 

Mr. Roruscuitp. The land area being used for outside storage of 
some heavy equipment. 

Mr. Moore. Planes and so forth; am I not correct? 

Mr. Basnigut. That is correct. 

= Preston. What kind of laboratories are you going to have 
there? 

Mr. Basnieur. Training laboratories for aviation safety agents and 
the Federal airways technical personnel that need have their skill 
raised to a higher level of competency before they are entered on duty 
as laymen, this is done through our Oklahoma City short training 
courses. The subject building would be used for that training 
purpose. 

Mr. Preston. Do you people in CAA, in Commerce, talk about 
7 your experiment laboratory from Indianapolis to Oklahoma 

ity! 

Mr. Roruscuiyp. No. 

Mr. Preston. Nothing has been talked about that? 

Mr. Roruscuiup. No, sir. 


TOTAL REQUESTED FUNDS CHARGEABLE TO PROPOSED CENTRALIZATION 


Mr. Preston. You make the statement at the end of page 245 
that the Federal airways proportionate share of the total 1957 cost 
is $470,600. Where else is there some money charged against this 
move? 

Mr. Basnieut. It is under the heading, ‘‘ Aviation safety,” that is 
other area. The cost under “Aviation safety” is $79,400. The 
total Federal airways and aviation safety would go to, would aggre- 
gate $550,000 in 1957. 

Mr. Preston. Any other place? 

Mr. Basnieut. No, sir. 
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Mr. Preston. Are there any questions on these items, gentlemen? 
Mr. Bow. Is this the general question of the airways? 
Mr. Preston. On Federal airways. 


DISTRIBUTION OF FEDERAL AIRWAYS BUDGET 


Mr. Basnicutr. We might point out to the committee the chart 
on the table here which we have drawn up to indicate the distribution 
of our effort in the total Federal airways budget. This chart attempts 
to identify personnel and dollar costs with our primary Federal airways 
activities. We use terms that are frequeatly not clear in the way 
we use them. The circle here representing the total Federal airways 
effort shows that for the en route traffic-control service we would 
expend 55.7 percent of the requested funds in 1957. For the terminal 
air services that would include airport traffic control services as 
symbolized here, we are expending 28.7 percent of our effort or $31.9 
million. For the navigation aids, that would include the radio 
facilities that are not manned and the related maintenance work we 
will expend 15.6 percent of our effort or $17.3 million out of the 1957 
request. The little figures on the opposite side break down the 1956 
total levels and at the far end indicate the proportionate increase 
showing that of the total increased request, the majority of the 
effort is directed toward the en route problems, solving the congestion 
of space in that area and the second greatest effort is at the terminal 
areas where we have serious congestion at this time and which radar 
will materially relieve. 

Mr. Preston. I will have to admit that I am surprised at the 
division of the dollar. I would have thought just as a layman that 
the higher percentage would have been in the terminal traffic-control 
service rather than the en route traffic-control service. 

Mr. Basniaut. We hope by this to make clear that some of our 
problems that we have trouble explaining, such as why our com- 
munications costs are high, is because most of our work is in the 
en route area. You have to have communications continually with 
the airplanes and from the airplanes to our ground stations and due 
to that fact the cost of rental of communications service is substantial. 

Mr. Tuomas. $8 million. 


IMPORTANCE OF PROGRAM 


Mr. Bow. Before you leave this, I think there are some questions 
I would like to ask. I wondered whether the gentlemen on the 
other side had finished. I think this is one of the most important 
appropriations matters that this committee or Congress will have 
before it. I believe that a locality or country or nation progresses as 
its transportation facilities progress. We are right up against it 
on this one as far as development is concerned. For that reason, [ 
should like to ask this question of whoever might care to answer it. 
With a budget of this size in Federal airways, if this amount is allowed 
will you be able to use that money to develop the Federal airways 
during the next fiscal year? 

Mr. Lowen. Yes, sir; a study shows we will be able to use this 
money, this next fiscal year. 
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Mr. Bow. Have you asked for sufficient money to carry this out 
as rapidly as possible? I for one believe that we must, in the best 
interests of this Nation, maintain the best possible system, I for 
one will furnish the money for it. 

Mr. Lowen. Yes, sir. 

Mr. Bow. In other words, this is the maximum that you could 
use in the next fiscal year with efficiency in the development of the 
Federal airways? 

Mr. Lowen. Feasibly, Congressman, yes, sir. We are, as you 
may note from the 5-year plan, undertaking an orderly program. 
This is the year we are getting our feet wet with the first of the 5-year 
program, $40 million. Then in subsequent years the amount of 
effort increases so that to do the total program economically and 
efficiently we are starting out with a $40 million level. 


INSTALLATION OF AIRPORT SURVEILLANCE AND PRECISION APPROACH 
RADARS 


Mr. Bow. I would like to ask about fiscal 1956. How many 
airport surveillance radars were installed during 1956? 

Mr. Tiprers. We will have 38 airport surveillance radars in 1956 
and we will expect to operate 47 in 1957. That is the airport sur- 
veillance type. 

Mr. Bow. So your airport surveillance program, radar, has moved 
along on schedule as presented to the committee last year? 

Mr. Tippers. Pr etty much so. As a matter of fact we have 
supplemented our program with a few that the military have operated 
of a similar type. The military units supplement our system and we 
have undertaken to integrate them into our network. 

Mr. Bow. How about the precision approach radar? 

Mr. Basniaut. There were 6 new precision approach radars and 6 
airport surveillance radars installed during fiscal year 1956. The in- 
pi “om has proceeded about as planned with the funds for their in- 
stallation being provided under a separate heading. The operation 
of these radar equipments has not been implemented on schedule and 
we have a number of other facilities that we had to defer operating by 
reason of limited funds. If you will recall, the Congress in acting on 
the request last year gave the full amount of dollars requested “but 
directed the operation “of 31 interstate communications stations. In 
order to do that we had to slow down the operational phase of these 
new facilities as they were ready for service. 

Mr. Bow. Are they ready now for service and if funds were granted 
you could put them into service? 

Mr. Basnicut. That is right, sir. 


INSTALLATION OF AIR-ROUTE SURVEILLANCE RADAR 


Mr. Bow. How about air-route surveillance radar? 

Mr. Trpprnts. The only ones we have so far are at Idlewild, Chicago, 
one going in at Norfolk and one at Jacksonville. These are a coordi- 
nated, cooperative program with the military. We have one at 
Washington that has been in operation for some years but is obsolete. 
This one is recommended here for replacement. The real long-range 
radar program in the en route area, Mr. Bow, really starts with this 
1957 estimate. We have these 5 that I mentioned, 1 or 2 others that 
were operating for the military, but in 1957 estimates we ask for 17. 
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Mr. Bow. In other words, this budget which you are presenting 
now you are asking for 17 of the air-route surveillance radars? 
Mr. Tiprets. Long range en route for route traffic control. 
Mr. Bow. In the 1957 budget? 
Mr. Tiprets. Yes, sir; there are 17 in here we expect to use some 
military radar. Others will be CAA-installed radars. 
Mr. Bow. Will that pretty well cover your heaviest routes? 
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Mr. Tiprets. Major congested areas: New York to Chicago; i 
Chicago to Washington; the Norfolk complex; the west coast, San ‘ 


Diego to San Francisco. Seattle, and about eight other locations in 
the Middle West, the heavily congested areas. 

Mr. Bow. What is your anticipated number that will be necessary 
to complete your air-route surveillance system? 

Mr. Tiprets. About 73, sir, in the total which will give us coverage 
from 15,000 feet to as high as the state of the art will enable us to go: ' 
60,000 to 70,000 feet. These units, supplemented by the terminal 
surveillance radar, give us coverage down to instrument altitudes on 
standard, conventional air-route structure. 


INSTALLATIONS OF DISTANCE MEASURING EQUIPMENT 


Mr. Bow. What installations have been made of DME during 
1956? 

Mr. Trpprets. No additional installed in 1956. 

Mr. Bow. Do you anticipate any DME in 1957? 

Mr. Tippets. No funds in this estimate for new DME in 1957. 
The operating funds for the 241 that are currently operating are 
included in these estimates. 


VOR-DME, TACAN Controversy 


Mr. Bow. Has the VOR-DME, TACAN problem been resolved 
yet? 
Mr. Tipperts. I think I should defer to the Administrator. 
Mr. Roruscuixp. If I could pick it up here, bluntly, the answer to 
your question is that it has not been resolved. However, I am happy 
to report to this committee that in my judgment much progress has 
been made and will continue to be made toward such a resolution. 
There are still many unknown factors. We have the best talent that 
we can possibly lay our hands on working on one or more of these 
factors at a time and as each one comes closer to resolution, we are 
closer to a position that will permit us to come up here and tell you 
some day, we hope, that the situation has been resolved. 
Mr. Bow. I would like to go just a little further, if I may. Is the 
fact that there is this difference between the thinking on VOR-DME, 
TACAN, are we for that reason delaying a necessary installation for 
safety in the airways? | 
Mr. RoruscuiLp. I have every reason to believe that we shall have 
an adequate short-range navigational system based on VOR-DME, 
TACAN, or a combination thereof, or a substitution therefor, in 
time, to meet the operating requirements of the civil jets. 
Mr. Yates. Is that in answer to the question? 
Mr. Roruscuitp. I had hoped it was. 
Mr. Bow. You anticipate civil jets in 1948—1958? 
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Mr. Roruscuiip. 1959. 

Mr. Bow. I will yield to you now, Mr. Yates. 

Mr. Yares. I just wanted to point out, Mr. Rothschild just stated 
to you he was happy to report as to what they proposed todo. Glanc- 
ing over last year’s hearings, I read from page 179 when Mr. Roths- 
child says: 

I am happy to report to you that the Air Coordinating Committee which 
brings together all agencies interested in such matters yesterday agreed unani- 
mously that VOR and DME are still the nationally and internationally approved 
distance-navigation equipment for common system use and while they may be 
superseded by TACAN it is too early to definitely estimate when this may take 
place. For this reason, the Department is of the opinion that the amounts 
requested for installations of new distance-measuring equipments for maintenance 
and operation of existing facilities should be retained in the budget. 

All throughout the testimony last year, and I have had occasion 
to read it today and yesterday, there was a driving impetus on the 
part of the administration, even by Secretary Weeks who stated that 
as long as—let me quote from what Secretary Weeks said—lI just 
want to make this comment—on page 15. 

I just want to add this comment in response to a question by Mr. Preston 
about VOR-DME. [If it will not be ready for 3 years and if VOR-DME will 
make flying safer in the meantime, personally I would spend the money. 

Has Mr. Weeks changed his mind on that? 

Mr. Roruscuitp. No, sir, and I don’t find any fundamental 
conflict between what you just read and what I just said. 

Mr. Yates. May I point out your conflict? 

Mr. Roruscui.p. Yes, sir. 

Mr. Yates. Last year you asked funds for DME. This year you 
are not asking for funds for DME. Last year you stated that if 
flying is made safer as a result of DME, as you thought it was when 
you were asking for funds for DME. Do you this year come before 
us and say that flying is not made safer through DME equipment? 

Mr. Roruscuitp. We are asking funds——— 

Mr. Yates. Are you going to answer my question? 

Mr. Roruscuitp. I hope to—for the operation of some 241 installed 
DME’s. 

Mr. Yares. You are? I was under the impression that somebody 
here testified a few moments ago that you were not asking such funds. 

Mr. Roruscuitp. We are not asking funds to install any new 
DME but we are asking funds to continue to operate those which 
are installed and operating. Now we will not have total and complete 
coverage of the United States with those which we plan to operate 
this year but—— 

Mr. Yates. Mav I ask why that is so? Is it bee ‘ause you are not 
as sure of DME this year as you were last year? 

Mr. Roruscuitp. That is exactly right. 


NUMBER OF AIRCRAFT EQUIPPED WITH DME 


Mr. Bow. May I interrupt there? How many aircraft today, if 
you can tell us, are equipped with DME? 

Mr. Roruscuitp. A very small number. I think 340 is the right 
number. 

Mr. Bow. Out of all the aircraft flying in the United States today 
the total is only 300? 

Mr. Roruscuiip. Out of 55,000 or 60,000. 
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AMOUNT OF INVESTIMENT IN DME 


Mr. Yates. May I supplement that question by asking how much 
we have invested in DME equipment on the part of the Government? 

Mr. Basnicut. The DME equipment being used costs $802,000 a 
year to operate annually. 

Mr. Yates. How much have we increased in facilities? 

Mr. Basnicut. In equipment? 

Mr. Yates. I think this bears on your question, Mr. Bow. How 
much have we invested in this process? 

We have spent about $10 million on DME and about $30 million 
on VOR, roughly. 

Mr. Yatrs. More than that, I think. You are going to tell us 
that amount, are you not? 

Mr. Basnieurt. I don’t seem to have it with me. 

Mr. Yates. It is my impression that we had invested approxi- 
mately $40 million to $45 million in both VOR and DME of which 
about $12 million, $12 million or $15 million was DME. Does that 
sound about correct? 

Mr. Basnicur. Roughly, $10 million for DME equipment pur- 
chased and $1 million for developing the equipment. 

Mr. Yares. Will you supply that figure for the record, please? 
I asked you last year in view of the fact that you were asking us for 
additional money to invest in DME facilities why there was no re- 
quirement on the airlines to invest in equipment so that they would 
be able to use these facilities? Last year you stated that there was 
no compulsion, there was no regulation or no regulatory power in 
your agency which would require this. Is that the sum and substance 
of what you testified to last year? 

Mr. Roruscnitp. I would have to read the record, Mr. Yates. 

Mr. Yarrs. Why, if the Government has invested this much money 
in DME, have not the airlines invested in the corresponding equip- 
ment? 

Mr. Roruscnixp. I think that is a very simple answer. They know 
that there has been no unanimity of opinion in the Government—and 
they do not wish to spend the money until there is such unanimity. 


MOHAWK AIRLINES EVALUATION REPORT ON DME 


Mr. Yates. I refer your attention to an item that appeared in the 
American Aviation Daily which indicates that Mohawk Airlines—do 
you want to read that to them—which states that Mohawk Airlines, 
and I quote from the American Aviation Daily of January 20, 1956: 
Mohawk Airlines which has been evaluating DME proceedings for CAA is re- 
portedly so satisfied that it is equipping its entire fleet with the equipment. 
Other airlines are expected to invest in DME as soon as they have assurance that 


it will be continued for a sufficient length of time to justify the investment in 
present fleets as well as jet transports. 


UNIT COST OF INSTALLATION OF DME 


That raises my next question, sir. How much does it cost to equip: 
a commercial airliner with DME equipment? 
Mr. Roruscuitp. About $5,000, I believe. 
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Mr. Trrpets. I think it is $5,000 per unit; with the extra unit, the 
supplemental, it will run about $10,000 for the air carrier installation. 

Mr. Yates. $10,000 per carrier. 

Mr. Tippets. Equipment of two units and supplementary indicators. 

Mr. Roruscuitp. Mr. Yates, without casting any aspersions on 
any publication whatsoever, in any field of the publication business, 
may I say that there are frequently cases where rumor is expanded 
into story by reason of the fact that the publication has to appear 
every week or every month and full reliance cannot be ever placed on 
anything that is read in the press. 

Mr. Fioop. Regardless of that being true or not—and the question 
is true—it has nothing to do with the case, tra la, what about this 
particular point? It is true in this case or not. 


MOHAWK AIRLINES EVALUATION REPORT ON DME 


Mr. Roruscuitp. Mohawk Airlines is doing an evaluation job for 
CAA with DME equipment furnished the Mohawk Airlines by the 
CAA and they don’t have a dime invested. 

Mr. Fioop. If the gentleman will yield further, Mr. Yates made that 
very clear and he said Mohawk was doing this job for you with your 
stuff. That wasn’t his point. His point was, his conclusion that they 
found it eminently satisfactory; they were eager to install it; felt that 
others would. That is the premise. What do you say to that? 

Mr. RortuscuiLp. That is the part on which I editorialized. 

Mr. Yarsrs. Let’s ask the question. 

Mr. FLoop. Your editorial is directed to what Mr. Yates said. 
Would you direct your reply for this record first? Do you know 
whether or not Mohawk as a fact since they are your agent or incor- 
porated with you have made such arrangements? 

Mr. Roruscui.p. I don’t know. 

Mr. Tippets. May I help here a little bit? 

Mr. Yarres. We need some help. 

Mr. Tipprrs. I would like to help Mr. Rothschild just a little on it. 
I have not read the Mohawk report but all of the air carriers recognize 
the need for distance information in the cockpit, as Mr. Rothschild 
stated. The Mohawk story was some proof to them and possibly 
to others as to the requirement. 

Mr. Yates. Let me interrupt for a moment. Was the Mohawk 
evaluation as I have read it from that article a correct one; that 
Mohawk report to your agency that it was eminently satisfied with 
the manner in which DME operated? 

Mr. Tippets. I think they proved it to themselves and their report 
indicated that distance-measuring information was helpful in their 
operation. 

Mr. Yarrs. Why did the agency change its mind? 

Mr. Tipprets. What agency? 

Mr. Yates. Apparently you changed yours. 

Mr. Tiprrets. Not on distance information as such. Mr. Roths- 
child made this point and we should not confuse the issue here. The 
industry is only awaiting the Government’s decision as to what kind 
of distance equipment will provide them with distance information. 
I think everyone today recognizes a great need and certainly with 
the advent of jets an urgent need for distance information exists in 
the cockpit. 
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I don’t think Mohawk or any other carriers care what kind they 
get as long as they get uniform distance-measuring service in the 
cockpit. That is Mr. Rothschild’s point. 


REVIEW OF DEVELOPMENTS DURING PAST YEAR 


Mr. Frnoop. Will the gentleman yield? Of course, we don’t, 
either. I can’t imagine anybody disagreeing with that. It is ob- 
viously a safety measure. What is the best kind is the first question. 
When are we going to get it is the second. Isn’t that where we are? 

Mr. Roruscui.p. I wish we could answer. 

Mr. Yates. You answered it last year. You answered it by coming 
before us last year and saying, we have made up our minds that DME 
is here to stay, at least until such time as TACAN is approved. And 
you stated at that time that TACAN was fully 5 or 6 vears away. 
The impression I have received from the testimony so far is that 
TACAN is still that far away because the tests still haven’t shown 
that this is a superior type of equipment to DME. I therefore come 
back to your position last year which was in support of DME as being 
the best you have available and inasmuch as it would make safer 
flying, according to the testimony last year, why then does the Ad- 
ministration come in this year and say we have reversed ourselves; 
we do not take as positive a position on this equipment as we did last 
year? 

Mr. Roruscuitp. In the first place, a year has passed. In that 
year everyone connected with this has learned a lot more about it 
than they kuew a year ago. I in particular have learned a lot more 
than [ knew a vear ago. 

Mr. Yates. What have you learned that we should know that 
caused you to make—— 

Mr. Roruscuitp. Things which I thought were resolved a year ago 
were not. 

Mr. Yates. Such as what? 

Mr. Preston. The controversy. 

Mr. Roruscuivp. I have acquired a whole new vocabulary. 

(Discussion off the record.) 

Mr. Roruscuitp. There are two principal factors, as I see them. 
One is that any common system—and we must have a common sys- 
tem—any common system must be capable of filling the tactical 
requirements of the military. That is No.1. No. 2, this is a matter 
of time. We have VOR-DME, today and it could be used and is being 
used on the VOR side and will be used on the DME side if we get the 
money to run the facilities this year. It will be used in 241 stations. 

Mr. Yates. How will it be used if the airlines don’t have the corres- 
ponding equipment in their planes? 

Mr. Roruscuitp. Not only airlines but other users of airspace who 
see the necessity for having this distance information will buy this 
equipment to some degree. How many, we don’t know. 

Mr. Yates. How many have it installed at the present time? 

Mr. Rorascuitp. Three hundred and forty-four airplanes. Now, 
beyond that, TAC AN is not today available and may not be available 
in the time we set in that ACC paper which you quoted. That ap- 
pears to me today to be as good a figure as it was a year ago although 
we might beat it by a year or miss it by a year on the other side. But 
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it is now in about the same position as I see it as a layman, that radio 
was when you used to make the sets at home. You probably are not 
old enough to remember but some of the rest of us are. You used to 
buy the components and put them together at home, drill the holes in 
a panel—that is about the shape that TACAN is in today. 

Mr. Yarsrs. That causes me to raise the same question that I did 
a few moments ago; if that be true it seems to me that it sustains 
the argument you made last year, namely, that we have nothing else 
except DME that we can use at the present time. 

Mr. Roruscuitp. Today. 

Mr. Yates. W hy are you not emphasizing DME to the same extent 
that you did last year? 

Mr. Roruscuiitp. Because VOR—DME is not good enough to meet 
the tactical requirements of the military, period. 

Mr. Yates. We also have the civil aviation that we must worry 
about and until such time as the military can show the TACAN 
should be adopted by both the military and civil aviation, why’ 
shouldn’t the civilian air lines, then, in order to make flying safer 
adopt DME-VOR? 

Mr. Roruscuitp. Because I don’t think it is a good expenditure. 
This is my own decision. [I don’t think it is a good expenditure of 
public funds to go out and install more DME and operate more DME, 
not VOR but DME, and spend the public money in that manner until 
there has been an indication that the industry needs it more than it 
has indicated up until now. 

Mr. FLoop. Will the gentleman yield? I get the impression that 
the reason the industry is not making greater use of DME as the only 
immediate thing which can meet the need for greater safety in that 
distance area, they need some kind of thing to meet this distance 
measurement problem, something. DME to a certain extent we now 
have. Thirdly, 300 have made use of it. Fourthly, I have the 
impression that many many others would, except you scared them to 
death last year with this TACAN story, and they do not want to 
invest five or ten thousand dollars in such equipment not knowing 
when they may have to jettison it and buy TACAN. Now, if you 
would announce to the air public what you just told Mr. Yates, 
that it is your considered judgment, or it is the considered judgment 
of those who know, through you, that 10 years is the minimum 
target, then the burden would be upon the air people to act or not 
to act and you would be absolved. But in the present state of mind, 
in 1956, after your announcement of 1955, I fear that the civil and 
commercial flying public is not receiving all the available adequate 
safety protection it is entitled to in the cockpit of a commercial air- 
craft because you have estopped them from investment not knowing 
tomorrow what they will have. That is or is not true. If it is true, 
the fault is yours. If it is not true, the fault is theirs. Where is it? 
Where does the fault lie? 

Mr. Roruscuixp. I think there is a measure of guilt all around. 

Mr. FxLoop. I am sure of that. 

Mr. Roruscuitp. Yes, sir. 

Mr. Fioop. Have you announced, have you said to anybody— 
maybe you have; I am not aware of it; I didn’t know until this sec- 
ond—have you announced, can you announce, can you place the 
imprimatur of CAA upon the statement you make to the committee 
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that you do not look for an intelligent, reasonable answer to the 
problem of distance measurement equipment for a minimum of 10 
years, all things being equal? 

Mr. Roruscuitp. I don’t think I quite said that. 

Mr. FLoop. Have you said it? 

Mr. Roruscuixp. I will say it. 

Mr. Fioop. Now just a moment. You didn’t hear my question 
Will you now say that is so? 

Mr. Roruscuiip. No, sir; I will not say that. 

Mr. Fioopv. What will vou say? 

Mr. Roruscnaitp. I will say that it appears to me now that the 
long-ranging controversy is approaching a basis of settlement. 

Mr. Fioop. That will not do. 

Mr. Roruscuitp. When that basis of settlement has been reached, 
then time scheduling can be furnished to the industry which will 
indicate to them with some degree of precision how long they can 
expect to wait until they will find a common system distance measuring 
equipment available to them. 

In the meantime, and before that time comes, and I still think that 
1965 date is good to this extent, that it will be about that time until 
there is a free flow of this equipment installed, tested, and approved, 
until everybody is able to get the equipment. 

Mr. Yates. I want to yield myself about 2 minutes, if I may. 

Mr. Preston. You have finished, Mr. Bow? 

Mr. Yates. He says he had given up; that is the reason I went 
ahead. 

You stated the Air Coordinating Committee had come up with the 
result that the DME was to be used. Has the Air Coordinating Com- 
mittee changed its mind? 

Mr. Roruscuiip. No, sir. 

Mr. Yares. The Air Coordinating Committee still believes that 
DME should be installed? 

Mr. Roruscuitp. The Air Coordinating Committee still thinks or 
says that VOR will be usable until 1965 and DME will be usable until 
1960. The Air Coordinating Committee has asked since that time—— 

Mr. Yates. Does the Air Coordinating Committee make any rec- 
ommendations covering the use of DME? Last year it suggested its 
use; did it not? 

Mr. Roruscui.p. I am not certain on that point. 

Mr. Yates. The committee’s report can be checked on that. 

Mr. Roruscuivp. In the meantime the Air Coordinating Commit- 
tee has asked the Air Navigation Development Board, that portion of 
the Government which examines the technical requirements and 
possibilities of these various equipments, to review its findings and 
to answer some questions, a substantial group of questions on a 
number of unknown elements. These questions have not yet been 
answered because the information is not yet available. But we are 
proceeding toward that answer. 

Mr. Yates. Does the CAA have power to require the installation 
of navigational aid equipment by commercial airlines? 

Mr. Rotruscuitp. When such equipment has been developed, 
approved and adopted, they will recommend it to the CAB who order 
the lines to—— 

Mr. Yates. CAA does not have the power in itself? It can only 
recommend to the CAB? 
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Mr. Roruscui.p. Yes, sir. 

Mr. Yates. CAB then has the power by appropriate order to 
require its adoption and installation by the 

Mr. Roruscuitp. CAB is a member agency of the Air Coordinating 
Committee. 





COMPARISON OF AIRPORT FACILITIES IN ENGLAND, CANADA, AND THE 
UNITED STATES 


Mr. Yares. I have a document here, or a copy of a speech made by 
Capt. E. A. Cutrell, of the American Airlines, on airport safety, to the 
Airlines Pilots Association of March 6, 7, 8. He says— 

Serious consideration must be given to the early implementation of the best pos- 
sible visual aids at all airports where turbojet airplanes are to be operated. 

Both radio and visual aids for opposite direction approaches will be extremely 
important for turbojet landing. The United States had been backward in 
installing dual-direction landing aids at even our most congested terminals. We 
have struggled along with barnstorming techniques of circling approaches and 
tailwind landings up to this time with our single-direction approach facilities. 
London Airport has radio and approach lights in four directions. In Canada, 
major airports like Montreal are provided with two ILS and approach light 
systems. 

Mr. Rotruscuitp. You understand that is different than what we 
are talking about? 

Mr. Yates. I am leaving for Mr. Preston’s further questions the 
DME-TACAN controversy. This is something else that struck me 
after reading the speech as to whether or not his criticism is justified. 
I would like to ask your opinion as to whether or not his criticism is 
justified. 

Mr. Roruscuixp. Facilities for every field, every airport, is a 
highly controversial field, Mr. Yates. It doesn’t make any difference 
whether you are talking about short-range navigational systems 
which we have been discussing, or long-range navigational systems, 
or communications systems, or landing lights. You can get as many 
different opinions as there are types of « equipment in existence or 
even thought about. And every piece of equipment has its own 
proponents. 

Mr. Yates. Do you disagree with the captain? 

Mr. Roruscuinp. I don’t agree or disagree. I simply say this, 
that - landing light problem to which he refers is another thing 
they are arguing about. There is one great school of thought which 
says you have to have two rows of lights; others say a single row. I 
don’t know which is right. 

Mr. Fioop. Shouldn’t this be the man to do the talking, distin- 
guished friend? He doesn’t know except if he inquires from the spe- 
cialist on the ground. This is the technician. Those things you 
should reply to. 

Secondly, he refers 

Mr. Yates. Apparently they are higher standards according to 
this. You have better safety equipment. 

Mr. Lowen. They have lower minimums. They will fly with 
lower minimums. 

Mr. Yates. So they need additional facilities on the field itself. 

Mr. Lowen. Not necessarily so, no, sir; they are not operating 
at our safety standard. 
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Secondly, they refer in there to visual and ILS approaches to the 
London Airport. London Airport is used as an example by the 
people who wrote that letter as having more aids, for example dual 
ILS systems. Fortunately, we had the people who manage this 
airport in here a short while ago and we have discussed this project. 
We asked them the same question and it falls around two points. 
London happens to be a foggy area, more so than almost anywhere 
in the world. 

Secondly, there is no other alternate airport if that field fogs in 
without going great distances. They need have an airport where 
they can land after coming in from overseas. They cannot go to 
other alternates as we can in this country. That is the one airport. 
So it really has equipment and there are not many other airports 
equipped as well. 

Mr. Yates. We don’t need this at our airports? 

Mr. Lowen. We don’t need as much at our airports because we 
have more alternates and closer alternates. Talk about ILS, the 
duplication of services, I am not talking about——. 

Mr. FLoop. And the safety factor. 

Mr. Yates. What is a dual directional landing aid? Is that a 
double ILS? 

Mr. Lowen. Yes, sir. 

Mr. Yates. Wouldn’t that be very helpful for a pilot coming in 
under instrument conditions? 

Mr. Lowrn. Not necessarily, no, because all they can use is one 
at a time; the point being that if they can’t get into, say, Idlewild, 
they go to Newark, LaGuardia, Baltimore, Philadelphia, Boston, 
whereas in London, England, the next is Paris or up in Glasgow, 
Scotland, or Ireland—Prestwick, Scotland. 


REVIEW OF 1957 BUDGET SUBMITTED TO BUREAU OF THE BUDGET 


Mr. Yates. Let me ask you one more question. How much money 
did you ask of the Bureau of the Budget? 

Mr. Basnicur. In total appropriations? 

Mr. Yates. Total. Was it more than you are asking us for? 

Mr. Basnicur. Yes. 

Mr. Yates. Much more? 

Mr. Basnicut. Yes, sir. 

Mr. Yatrrs. How much more? 

Mr. Basnicut. $222 million. We are asking $202 million here. 

Mr. Yates. Where was the cut by the Bureau of the Budget? 

Mr. Basnicur. In several areas. 

Mr. Roruscuiip. May I say off the reeord—— 

(Discussion off the record.) 

Mr. Yatrs. Where were the cuts? 

Mr. Niextson. Mr. Chairman, let me give you the figures which were 
submitted to the Bureau of the Budget and the amounts that were 
approved by the Bureau. 

Mr. Yares. That is what we want to know. 

Mr. Niexson. For operation and regulation the Department sub- 
mitted $132,980,000; the Bureau of the Budget approved $128,500,000. 

Mr. Yates. Mr. Nielson, just a moment, please. What was that 
figure? 
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Mr. Nreison. $132,980,000. 

Mr. Yates. What was allowed? 

Mr. Nrgetson. $128,500,000. ‘The Department submitted for estab- 
lishment of air-navigation facilities, $54,946,750. It was approved at 
$40 million. 

Mr. Yates. Can you tell if the major cut was in air-navigation 
facilities? 

Mr. Nretson. If you let me go on I will give you the others. On 
liquidating funds for grants-in-aid for airports, $30 million requested ; 
$30 million approved. Maintenance and operation of Washington 
National, Airport, $1,520,000; approved, $1,500,000. Maintenance 
and operation of public airports in Alaska, $618,000; $618,000 
approved. 

For air-navigation development approved $2 million; requested 
$2 million. 

For a total approved for CAA $202,618,000. 

Mr. Yarss. All right. Then I come back to the question I asked. 
The major cut was in air-navigation equipment. What did you ask 
for in the amount of about $15 million that the Bureau of the Budget 
eliminated? 

Mr. Basnicur. Airport surveillance radar and approach lights at 
airports. 

Mr. Yates. What amounts? 

Mr. Basnicut. Approximately $14 million. 

Mr. Yates. Can you tell us what items are represented by the 
approximately $50 million and the amounts for each? 

Mr. Basnicur. I can give you the approximate figures. The radar 
would amount to approximately $10 million. The lights, approxi- 
mately $4 million. 

Mr. FLoop. The radar would be only in certain great centers? 

Mr. Yates. Are those not necessary? They must be, obviously, 
or you would not ask for them if they were not necessary. I ask the 
administrator that question. 


CONSIDERATION OF AVAILABILITY OF AIR NAVIGATION EQUIPMENT 


Mr. Roruscuitp. The decision of the Bureau of the Budget was 
made on the basis that this equipment was not obtainable within the 
fiscal year. 

Mr. Yates. Did you testify, did you know when you asked for the 
money for this equipment, whether or not it was obtainable during 
this fiscal year? 

Mr. Lowen. I| testified to Mr. Bow’s question earlier. We said 
this was money, this $40 million is approximately what we could 
handle this coming year. 

Mr. Yates. Did you know this at the time you asked the Bureau 
of the Budget for $54,900,000? 

Mr. Lowen. I was not Administrator then. 

Mr. Yates. Do you check to see whether the equipment is avail- 
able before you make up your monetary requests? 

Mr. Roruscuitp. Wherever possible, yes. 

Mr. Yates. In this case you determined, did you tell the Bureau 
of the Budget that it was not available or did they tell you it was not 
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available for this year? They cut the money. 
have known whether or not it was available. 

Mr. Roruscuitp. The first figure was a horseback figure, Mr. 
Yates. They took the 250—— 

Mr. Yates. You don’t mean the Department of Commerce goes to 
the Bureau of the Budget with horseback figures. 

Mr. Roruscuiip. I mean that in this instance this was a horseback 
figure. CAA took the $250 million in round numbers for this airways 
implementation plan and said it is going to take 5 years; we need a 
fifth of it every year. That is how the amount of money was arrived 
at in the first instance. 

Mr. Yates. | am just interested in finding out, though, whether 
you determined that the equipment was not available during this 
next year or whether the Bureau of the Budget determined that the 
extra equipment was not available. 

Mr. Roruscuixp. I think it was a joint effort. 

Mr. Yares. Who checked it? Who found out whether it was or 
was not available? 

Mr. Roruscuitp. This 5-year plan came into being with great 
haste. 

Mr. Yares. You are not answering my question. If I may sug- 
gest to you, Mr. Rothschild, $15 million in what I consider to be 
necessary equipment has been deleted. That was requested by 
CAA when it went to the Bureau of the Budget—$15 million was 
cut out by the Bureau of the Budget. You now tell us that you can 
buy equipment for $40 million but you cannot do it for $55 million. 
Who determined that figure? 

Mr. Roruscuixp. I say it was a joint effort. 

Mr. Yares. Who found it out, the Bureau of the Budget doesn’t 
find that out, does it? Don’t you find that out? 

Mr. Roruscuitp. Jointly, yes, sir. 

Mr. Yates. Did they suggest to you that it was $15 million too 
much and— 

Mr. RoruscuiLp. I was attempting to tell you that the figure was 
arrived at in great haste and that there was not a justification item 
by item when we had to run over to the Bureau of the Budget to put 
this $55 million request in. As the refining process was gone through, 
it was determined by consultation between the two staffs that this 
was as much money as could be spent in 1957 and they allowed that 
amount of money. 

Mr. Foon. Well, of course CAA, I hope, were the determining factors 
in deciding what projects would be eliminated. I hope the Bureau 
of the Budget did not say, we will eliminate surveillance radar and 
I hope the Bureau of the Budget did not say, we will eliminate ap- 
proach lighting. I take for granted that the Bureau of the Budget 
cut one leg off your horse and says, you are not going to get 50; you 
are going to get X dollars. 

Mr. Roruscuinp. They said, can you get this equipment and 
spend all this money in 1957. 

Mr. Yares. What did you say? 

Mr. Fioop. I understand that. 

Mr. Roruscutip. When we had time to look at it we had to say “‘No.’ 

Mr. Fioop. When you found you were going to be short $15 million, 
that $15 million disposed of the surveillance radar and the approach 
lighting, so CAA determined what was not going to be used, I hope. 


Somebody must 
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Mr. Lowen. Yes. 

Mr. Yates. Let me ask the next question. The next question I 
want to ask is this: What surveillance radar is it that you originally 
wanted funds for which have been cut out as a result of the Bureau 
of the Budget cut? What locations? 

Mr. Tiprets. I don’t have the place names but I can clear this up 
real quick. When it was decided that $40 million was all that could 
be spent in one fiscal year, we deferred the items that we could improve 
on during the coming year. The present surveillance radar specifica- 
tions generally include about 14,000 feet altitude in it. While we 
might have arbitrarily written 50,000 or 60,000 feet in the specifica- 
tions, in the next year we can develop a specification giving us better 
distance and higher altitude coverage to better meet the terminal- 
control requirements. Mr. Rothschild is right. After the decision 
was made, on the amount we could in fact spend in 1 fiscal year, CAA 
decided on the basis of priority; ability to procure; install and operate. 
We decided to defer $10 million worth of radar while we improved on 
the specifications. 

Mr. Yares. You are still ordering. How much of that are you 
still ordering? 

Mr. Trppretrs. In this program? Long-distance surveillance radar 
as distinguished from terminal radar, as we call the approach radar, 
which is what we are asking here, longer range, different frequency 
band, higher power, higher altitude use. 

Mr. Yates. What you have done is eliminate from this budget, 
in conference with the Bureau of the Budget, approach radar. 

Mr. Trppets. We deferred the radar when the decision was reached 
as to what we could do. 

Mr. Fioop. And approach lights. 

Mr. Yates. Why did you ask for it in the first place, then? 

Mr. Tippets. We intended to modify our specification. These 
electronic items are moving ahead very fast and we can profit by a few 
months’ delay while we rewrite specifications. 

Mr. Lowen. This is not going to affect the overall total amount 
of the 5-vear plan of which this is a part. As we don’t get the $15 
million ; it will be in next year’s request. 

Mr. Fioop. May I make one nontechnical request? ‘This is 
getting so long-haired here. 

Mr. Preston. I want to accede to your request but I want to point 
out that the time is about drawing to a close on this particular dis- 
cussion. 

Mr. Fioop. I think the CAA is one of the most important things 
among those we do here. Last night I had occasion to go to a small 
town in my district. [I was taken into a nearby town, the only land- 
ing field, by a small private aircraft. Now, the owner and operator 
of this small airport drove me to the other town. In the course of 
the thing we talked about this hearing yesterday and today, chiefly 
this TACAN, DME-VOR business, at great length. He is identified 
with the Pennsylvania State pilots group. Can you do this for me 
or CAA? It should come from you. Can you issue a statement 
to the small sportsmen and commercial and private aircraft operators 
that will say, “Go ahead and don’t worry about VOR for 10 years, 
1965”? All he was worrying about was not DME, but can we be 
sure that we will have VOR for you fellows while somebody is making 
up his mind. 
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Mr. Roruscuitp. That statement has been made. 
Mr. Fuioop. I did not know that. But let me say to you that this 
is a man of considerable prominence in a very large organization in a 
big State dealing with just these very people. He is an official; he 
is uncertain and so is his organization. If just out of an abundance 
of caution, if for no other reason, I point out to you that it is unclear 
in a very large eastern area—— 

Mr. Roruscuivp. If you will give us his name, we will attempt to 
clear it up. 

Mr. Fioop. At least for that period of time on VOR. ‘Fly your 
aircraft; buy the installation; you will be reasonably safe.” And 
they will be very happy. 

Mr. Roruscuiup. Let us have his name. 





FOR CONVERSION OF DME GROUND 
POWER TACAN 


PROPOSAL STATIONS TO LOWER 


Mr. Preston. In an attempt to bring this VOR—DME matter to 
a conclusion, I am going to quote from the American Aviation Daily 
and ask you to comment upon the accuracy of these statements. 
You may or may not have any confidence in the comments of this 
publication but nevertheless it is recognized in the aviation industry 
as an information bulletin. It has been brought to the committee’s 
attention. I want to read two paragraphs. I shall ask you to com- 
ment on this, Mr. Lowen, since you are the Administrator. 

Civil and military support is snowballing for a new proposal aimed at resolving 
the TACAN-—DME dispute that has heen bozged down for so many months, the 
Aviation Daily has authoritatively learned. Basically, the proposal ealls for 
converting the 431 civil DME ground stations to low-power distance-only portion 
of TACAN for civil use. Unofficial estimates for the conversion are pezged at 
about $1,500 per station with the belief that if approved quickly the complete 
conversion could be accomplished by the close of calendar year 1957. Re- 
portedly, CAA is studying the technical and financial feasibility of the operation 
with general agreement on this program reached at recent Air Navigation Devel- 
opment Board meeting. 

Mr. Lowen. I am going to defer that to Mr. Rothschild. 

Mr. Preston. You have deferred a lot to him today, and I am 
beginuing to wonder if he is going to run this outfit or are you. 

Mr. Lowen. I was not at the last ANDB meeting. 

Mr. Preston. You want him to answer? 

Mr. Roruscuitp. I would be very happy to. 

Mr. Preston. You were there? 

Mr. Roruscuixp. I| was there. 

Mr. Preston. If he does not want to answer you are the logical 
man to answer it, but I hold that he as Administrator is primarily 
responsible to the Congress for the carrying out of the functions and 
policies of the CAA. You are in the realm of policy up above looking 
down on this agency, but he still theoretically is supposed to run it. 
That is why I wanted him to answer it. But if you are better qualified 
by virtue of the fact that you were present, we would be glad to have 
you answer. 

Mr. Roruscuiip. For accuracy may I see the paper from which you 
quoted? 

Mr. Preston. Yes, sir. 

Mr. Roruscuip. Let me say first of all that I share your enthusiasm 
for this publication. I think it is one of the better ones in the field. 
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I would say that the first sentence is correct. I am not sure that the 
word “snowballing” is right. I would say it is moving at a speed a 
little less than snowballing. 

If there is a proposal for converting the 431 civil DME ground sta- 
tions to a low-power distance-only portion of TACAN it would be 
only one of several proposals that came up at the last meeting. It 
would not be the only one. That is the second sentence. 

Mr. Preston. It did come up? 

Mr. Roiuscuitp. It was one of those proposals which was made. 
There was no conversation that I recall as to the cost per station at all. 
I don’t think that the economic factor has entered into this at any 
point yet because the technical factors are so overpowering and so 
unresolved as to make economics a future consideration. I presume 
that CAA is studying the technical and financial feasibility of this 
operation as they do with every other operation having to do with the 
general field of air transport. 

Those are the four sentences, I believe, sir, that you read. 

Mr. Preston. I take it from your answer that CAA is studying the 
feasibility of converting 431 DME groundstations to lower power 
TACAN? 

Mr. Lowen. Yes, sir; we are studying that possibility. We are 
studying other possibilities. 

Mr. Fioop. The last question? 

Mr. Preston. I take it that the CAA is studying the feasibility 
of converting. Seriously, are you studying this? 

Mr. Lowen. That is correct. 

Mr. Tippets. This is one of several possibilities that the adminis- 
tration is looking at as a possible way to solve this very serious 
problem which developed several years ago and we are trying to find 
ways of rectifying it with the least economic, military and civil 
impact. But this is only one of several possibilities. 

Mr. Fioop. What are some of the others? 

Mr. Preston. Wait just a minute. Let’s follow this out. Is the 
fact that you are studying the feasibility of converting these DME 
installations related in any way to your failure to request funds for 
additional DME installations? 

Mr. Lowen. No, sir. 

Mr. Preston. Is the reason that you are not requesting funds for 
DME related directly to the dispute now going on between DME, 
VOR, and TACAN? 

Mr. Lowen. Yes, sir. I think if you recall, yesterday, the Secre- 
tary testified that the problem is not with VOR and TACAN;; the 
problem is DME. 


POSSIBILITY OF UTILIZATION OF DME THROUGH 1965 


Mr. Preston. We have all been over that. The next paragraph— 
listen to this, Mr. Rothschild and Mr. Lowen: 


The proposal further calls for ANDB to award contracts to such firms as 
National Aeronautical Corp., Haseltine, Collins, and Lear under open bids for the 
development of the new type distance measuring airborne equipment for airlines 
and business private flying use. Under terms of the contracts, development 
contracts, sufficient evaluation units would be ordered at Government expense 
to replace the more than 300 civil DME units now in service in executive aircraft. 
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Mr. Lowen. The head of the ANDB is here, Mr. Chairman. He 
could answer that for-you. 

Colonel Taytor. I know of no such plan. 

Mr. Lowen. That would be news to loth of us. 

Mr. Preston. If that is the case, the 1 this paper is inaccurate in 
its forecast? 

Mr. Roruscuivp. Off the record. 

(Discussion off the record.) 

Mr. Preston. In order that we may have something in the record 
that people can look to with some degree of certainty, is it probable 
that civilian aviation can expect that DME will be used up to 1965 
instead of 1960 as was incorporated in the agreement we referred to 
last year? 

Mr. Roruscuitp. I would doubt it, sir. 

Mr. Preston. Is that your opinion, Mr. Lowen? 

Mr. Lowen. Yes; at this reading. 

Colonel Taytor. I am not sure [ understood the question, sir. 

(The reporter read the question referred to.) 

Colonel Taytor. I agree with Mr. Rothschild; I don’t think it is 
likely at all. 

Mr. Yates. Not likely to be used to 1965. This gentleman is with 
the Air Navigation Board. 

(Discussion off the record.) 

Mr. Rornuscuitp. I said, bear in mind that a pilot is not without 
information today as to where he is with the other equipments which 
are in use today. He knows by radio communication with the ground 
where he is a good part of the time. The distance measuring equip- 
ment, whether you call it DME or a part of TACAN, would be a 
refinement in that it would express on a dial the number of miles he 
was away from the station. He would not have to listen through the 
air phones but he is not without information. 

Mr. Preston. I think we all agree to that. 

I would like to ask you this question, Colonel Taylor, also: whether 
this is an accurate statement contained in the Aviation Daily of 
March 20: 

Some progress reportedly was made at the Friday afternoon meeting of the 
ANDB as to what direction might now be taken with TACAN versus VOR-DME 
controversy, but nothing close to a final decision was reached. * * * 

Is that a reasonably accurate statement? 

Colonel Taytor. We hope that the Air Coordinating Committee 
will have the necessary data by April 1. 

Mr. Roruscuitp. This is Colonel Taylor talking for ANDB. I 
should like to answer as Chairman of the Air Coordinating Committee, 
Mr. Chairman. I would have my doubts as to whether we would 
have it on April 1 but I think we would have it sometime in April. 

Mr. Preston. If there is no objection, we will move into the ques- 
tion of aviation safety. 

(Discussion off the record.) 


AVIATION SAFETY 


Mr. Lowen. I have a statement, if you wish me to comment, to 
kick off the aviation safety portion of this program. 
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The total request for aviation safety is $13,688,000. This provides 
a net increase of $97,400 for continuing the present level of activity 
adjusted for $25,800 due to the travel per diem rates authorized by 
Public Law 189 of this Congress; $79,400 for cost of establishing facili- 
ties at the aeronautical center; $88,200 for replacing automobiles. 

Decreases and other adjustments are the reduction of 13 positions, 
and $74,173 to absorb within-grade promotions and a part-vear saving 
from 38 positions amounting to $96,000 to be accomplished by delega- 
tion of activities to the industry personnel. This is a program we 
have been on several years in delegating responsibilities of the agency 
such as checking certification of pilots and aircraft and we have gone 
as far as we can in this field. 

Now, we feel that this brings us to the point where we can no longer 
delegate any further responsibility of the agency. 

The growth in activities of the industry can be shown by some 
686,500 certificated pilots on January 1, 1955. This number repre- 
sents a 5-percent increase over the previous year. And in scheduled 
and general aviation, 1.7 billion plane-miles were flown during fiscal 
year 1954, compared to 1.9 billion during fiscal year 1955. Over 
38 million passengers were carried during fiscal year 1955 in domestic 
and international operations compared to approximately 33 million 
carried in the fiscal year 1954. 

During fiscal year 1957 we intend to redistribute our staffing as we 
find means (a) to the areas of greatest need, and (6) plan to maintain 
the present high standards of safety throughout the coming year but 
I would like to point out that during the next fiscal year and up through 
1958 the staffing will have to be augmented to meet the needs of the 
aviation industry as it expands. The problems we have in this 
Department are the result of a breakthrough of air-carrier orders for 
jet transport beyond industry expectations. There has not been a 
manufacturer of jet transports that has not been completely amazed 
by the orders they have received over the last year for jet air 
transports. 

Mr. Tuomas. Mr. Administrator, isn’t there a misnomer of program, 
this section here called safety? 

Mr. Lowen. How do you mean that, sir? 

Mr. Tuomas. Just what I said, just the way you think I meant it, 
your operations is really your safety. This is just the small part of 
it here, but vour work is done in your operations; isn’t it? 

You are going to have to do some talking here today yourself. 

Mr. Lowen. If I understand what you are driving at——— 

Mr. Tuomas. That is what I referred to earlier this morning, talking 
about safety and yet your budget is cutting out 35 or 40. 


REDUCTION OF PERSONNEL DUE TO DELEGATION OF RESPONSIBILITY TO 
AIRLINES 


Mr. Lowen. In other words, you are concerned with the reduction 
of 13 positions? 

Mr. Tuomas. It is 51. 

Mr. Yates. This says 38. 

Mr. Basnicut. Thirty-eight in 1 group and 13 in the second. 

Mr. Lowen. This comes about from the delegation of responsibility 
to industry over the past year. 
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Mr. Yates. Why does the regulatory agency delegate this to 
mdustry? 

Mr. Tuomas. That is where the misnomer comes in, Safety Section. 

Mr. Lowen. The way the law is written and interpreted literally, 
we could not hire enough people to do the job today in the expansion 
of this program so we have had to determine areas where we delegate 
certain responsibilities for the certification of parts, and equipments 
that go into aircraft. 

Mr. Yarrs. Even if that is true, how can you justify the reduction 
in force by 51 positions? You say you can’t hire enough people to do 
the job; therefore you fire 51 people. Does that make sense? 

Mr. Lowen. To do this job? 

Mr. Yarrs. To do the safety job. I would think if any part of your 
job required regulatory supervision it would be the safety job. 

Mr. Lowen. We are now utilizing some 6,000 individuals who act 
on safety standards for the Administrator. We have retained allied 
responsibility. The problem is to have sufficient manpower to moni- 
tor the work of the designees. 

To give you an example, 251 air carrier agents monitor 639 designees; 
121 engineering agents, with some 477 industry designees and 259 
general safety agents for 2,991 designees. 

Mr. Yates. What is a ‘“‘designee’’? 

Mr. Lowen. Those we designate to do this checking for us in these 
particular fields I just mentioned. 

Mr. Yates. Who would be a designee? 
Mr. Lowen. Well, somebody—— 
Mr. Yates. Who would you designate? 


CLARIFICATION OF SAVINGS FROM PROPOSED PERSONNEL REDUCTION 


Mr. Preston. How is it that under the item transferring to industry 
certain responsibilities you will eliminate 22 positions at $96,000 which 
averages out $4,300, but actually the average salary is about $7,000. 
How do you justify that? 

Mr. Basnicurt. I would like to comment on the question. For the 
38 positions reduced between fiscal year 1956 and 1957, the entry of 
22-man-years is an error. It is too large a man-year figure and we 
didn’t catch the figure until after the budget was printed up, so, I can 
only call it to your attention and admit the error. 

Mr. Preston. What should the figure be? 

Mr. Basnieut. It should be 17 man-years and the result would be 
the average salary of the particular position involved. 

What we are doing is reducing the positions now vacant so that at 
the start of the coming fiscal year, the staffing level will be down to 
what we can anticipate in this request. This means we will not save 
all the dollars from the 38 positions in 1957. Part of the saving is 
being realized this year and the funds are being used to pay for the 
additional cost of travel that we did not ask any funds for. In 1957 
we will have to reduce the 13 positions and save $74,000 in order to 
pay mandatory within-grade promotions. 


AVERAGE EMPLOYMENT 


Mr. Preston. What is your average employment at the latest date 
that you have? 
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Mr. Basniaeur. Filled positions as of February 26, 1,645 positions. 
(Short recess.) 
TRAVEL 


Mr. Preston. How is it you have an increase in travel with the 
reduction in personnel even though you do have some higher rates? 
Mr. Basnicur. That is due to the higher rates, Mr. Chairman. 

Mr. Preston. Altogether? 

Mr. Basnicur. The rate increase went up from $9 to $11 a day for 
per diem allowance. 

Mr. Preston. What was the travel figure for 1956? 

Mr. Basniacut. 1956 travel figure, sir, was $764,000 and the 1957 
figure would be $789,000. 

Mr. Preston. What was your average employment? 

Mr. Basniaut. The average employment in 1956 would be 1,636 
and the average employment in 1957 would be 1,601. 

Mr. Preston. Item for $79,000 we have already discussed. That 
has to do with the aeronautical center in Oklahoma City. 

Mr. Roruscuivp. Yes, sir. 


REPLACEMENT OF AUTOMOBILES 


Mr. Preston. Comment now, will you, about the the replacement 
of passenger vehicles. 

Mr. Basnicut. Yes, sir. 

We have in CAA a total of 555 automobiles. Some 313 of them 
are assigned to aviation safety agents for making their field inspection 
of aeronautical activity; 78 percent of these cars will be eligible in 
1957 for replacement under GSA standards which are 6 years of age 
or 60,000 miles of use. We are asking under this heading for authority 
and funds to replace 63 automobiles at a total cost of $88,200. None 
of these cars that we replace are located in any facility that is served 
by GSA pools. They are all assigned to safety field offices. 

Mr. Preston. Any further questions, Mr. Thomas? 

Mr. Tuomas. No. 


DELEGATION OF RESPONSIBILITIES TO AIRLINES 


Mr. Yates. I would like to ask a few more questions with respect 
to my previous question. Do you have regulations pertaining to the 
operation, to the safety standards for the operation of aircraft now? 

Mr. Lowen. Yes, sir. 

Mr. Yates. Who polices that? 

Mr. Lowen. Our aviation safety agents or our designees. 

Mr. Yates. What is a “designee’’? 

Mr. Lowen. Anybody in industry who we designated to carry out 
some of our responsibilities. 

Mr. Yates. Can you give me an example of what you mean by 
that? When you say “somebody in the industry’ do you mean 
somebody in industry or among the airlines? You mean you would 
designate American Airlines, for example, to police itself? 

Mr. Lowen. Yes, sir. 

Mr. Yates. How would you know whether it complied with your 
requirements then? 
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Mr. Lowen. Because we have designated this individual to check 
to see that he does comply. We check him occasionally. 

Mr. Yates. Perhaps I don’t quite understand the point. 

If you designated an individual who was employed with American 
Airlines to supervise the operations by American Airlines in accord- 
ance with your safety regulations, don’t you think that he would be 
subject to a conflict of interest? Would an employee of the company 
be likely to do the job that Congress intended for you to do in super- 
vising the safety of the airline? 

Mr. Lowen. That is possible but we spot check them on occasion, 
too. Take for example, we will even designate pilot instructors, 
flying schools, to give CAA tests for certifying pilots. That would 
appear to be conflict of interest but we check them out and check 
their work out to see if they keep honest. 

Mr. Yates. Among the safety requirements is one requiring over- 
hauling motors at a certain number of hours; isn’t there? 

Mr. Lowen. Yes, sir. 

Mr. Yates. Do you check this through a designee, too? 

Mr. Lowen. Take American Airlines for example, where they over- 
haul their engines in one place, Tulsa, Okla. We have our own in- 
spectors out there that would check this and see to it that they con- 
form to regulations. 

Mr. Yates. In other words, there are certain types of operations 
where you have your own inspectors and others not? 

Mr. Lowen. That is right. 

Mr. Yarrs. What are the types of regulations which you leave to a 
designee? 

Mr. Lowen. A base operator can go ahead and overhaul the engines 
of his particular shop. Say he has 8 or 10 airplanes. We would desig- 
nate one of his mechanics to see that they comply with regulations, 
with an occasional spot check by people from our district office who 
are qualified to do so. 

Mr. Yates. How would you know whether or not the mechanic had 
turned in a proper report about this test check? If it is after the 
fact how can you verify it? 

Mr. Lowen. First of all they have to take an examination and 
see to it that they know the regulations and swear to it that they 
will adhere to the regulations and the check. 

Mr. Yatres. Have you found any examples of where your designees 
have not done the job that they were supposed to do? 

Mr. Lowen. Yes, sir; I think that there have been a few occasions 
where that has been the case. 

Mr. Yatss. Do you still continue it? 

Mr. Lowren. We have found cases where there have been break- 
downs but we also found that is true in our own organization. That 
is the human element that enters into that type of operation. 


INSURANCE COVERAGE OF AIRLINE PASSENGERS 


Mr. Tuomas. I would like to have one question but I do not know 
whether it goes to this group or CAB. That is the question of the 
selling and issuance of insurance policies to the traveling public. 
Who regulates that? Do you people or CAB people? 
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Mr. Lowen. Nobody. We are doing some work on it. We 
regulate it at Washington National; we handle it asa concession. At 
other airports it is handled as a concession. That comes under who? 

Mr. Tuomas. That is what I was afraid of. Nobody looks at it. 
Nobody knows what those policies are worth. 

Mr. Roruscui.p. Isn’t that a State function? 

Mr. Tuomas. Yes, but a State doesn’t have any jurisdiction over 
that airplane when it gets out of the State of Texas. The State 
doesn’t have any jurisdiction over the airlines on which I am flying. 
I go out and pay my money. If I get bumped off, my family will 
have to try to collect in a different State. You mean nobody has 
strict supervision over these people to see that the traveling public 
is fully protected. 

Mr. Lowen. From the standpoint of insurance? 

Mr. Tuomas. Yes, sir. Assets. If they write a policy for $62,500 
or $125,000, does somebody see that there are that much assets 
behind that policy? 

Mr. Lowen. Those are governed by the State. 

Mr. Tuomas. The State of Texas or Georgia or Illinois doesn’t 
have jurisdiction over those airlines we tly on. You have got juris- 
diction over that insurance, too. 

Mr. Roruscuitp. I don’t think so, sir. 

Mr. Tuomas. Get your act out and let me see if it isn’t broad 
enough to do anything you want to do under that. Who gives them 
authority to sell insurance in those States? 

Mr. Lowen. The States and counties. 

Mr. Roruscuixp. It is a State function. 

Mr. Tuomas. If you didn’t want them to sell it, you wouldn’t 
permit it. 

Mr. Lowen. We couldn’t prevent it on that basis. 

Mr. Tuomas. What you are saying then as far as the CAA is con- 
cerned, you don’t know whether these policies that John Public buys 
by the thousand is worth 5 cents. 

Mr. Roruscuitp. Don’t they have to be qualified to do business in 
a State before they sell a policy and if they qualify, haven’t they 
met 

Mr. Tuomas. I am not sure, but it is your duty to be sure that the 
traveling public is protected. As the matter stands you don’t know 
if the insurance is worth 5 cents on the dollar. 

Mr. Roruscuitp. Meet the requirements of the State insurance 
examiner. 

Mr. Tuomas. The State does not have jurisdiction over that plane 
you are riding in, does it? I am not sure the State of Texas or any 
other State has any jurisdiction. 

Mr. Roruscuiip. The State has jurisdiction to say whether or not 
a company is financially competent to write that insurance. 

Mr. Tuomas. That is what I am asking you about now. I am not 
talking about fire insurance. I am talking about the insurance cover- 
ing the property and the life on this airplane that you are supposed 
to regulate. So you know nothing about the insurance feature? 

Mr. Lowen. Except at our own airport. 

Mr. Roruscuitp. We all as citizens buy insurance without having 
im mind that we are going to be killed in an airplane accident. Each 
one of the companies in which regular insurance is bought is qualified, 
I believe, on the same basis as these are qualified. 
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Mr. Yates. Are not carriers required to have minimum policies? 

Mr. Roruscuitp. Yes; under the Geneva Convention. 

Mr. Tuomas. You mean there is nothing in your basic legislation 
that gives you authority to regulate companies that issue insurance 
to cover passengers? 

Mr. Lowen. He is talking about the type of insurance you buy 
at the airport. 

Mr. FLoop. Doesn’t the Geneva Conference impose a ceiling upon 
the policy, upon the liability? 

Mr. Roruscuip. Yes. 

Mr. FLoop. Do we subscribe to that? 

Mr. RoruscuHi.p. Yes, sir. 

Mr. FLoop. So that commercial airlines under the international 
agreement of Geneva, if you are an American citizen, you are subject 
to the ceiling in dollars imposed by the Conference? 

Mr. Roruscuitp. Correct. 

Mr. Fioop. About what is the ceiling? 

Mr. Roruscuitp. I would have to check and tell you. 

Mr. FLoop. I suspect it is about $10,000 so that an American 
citizen, no matter what stature or standing or no matter how important 
he thinks he or she is, under the Geneva Conference can recover or 
his estate can recover only $15,000. 

Mr. Roruscuiip. From the air carrier. 

Mr. Fioop. That is what Mr. Thomas is talking about, the air 
carrier. 

Mr. Roruscuitp. No, sir; he 

Mr. Fioop. Then I am 

Mr. Tuomas. Can’t you by regulations do something about this? 

Mr. Roruscuttp. We would have to check but I don’t think so, 
Mr. Thomas. I think these would be an awful lot of trouble if we 
went in to tell States how to regulate their insurance. 

Mr. Tuomas. States don’t try to tell you you are flying over State 
ground. They don’t try to tell you how to regulate your airplanes, 
do they? I don’t think States would give you trouble. I imagine if 
you looked into it the States would be dependent upon you to regulate 
this type of insurance, peculiar to this particular trip, that particular 
ticket you bought that day. 

Mr. Roruscuitp. If you read the fine print on a steamship ticket, 
you are in an awful fix. 

Mr. Tuomas. Let us stay with something you have got jurisdiction 
over. 

Mr. Roruscuixp. I believe I did. 

Mr. F.Loop. Will the gentleman yield to me? 

Mr. Tuomas. You can give a little subsidy but that is about all 
your jurisdiction 

Mr. Fioop. Has any effort been made by CAA to determine 
whether or not it has any jurisdiction in line with Mr. Thomas’ 
question? Are you curious? Would you like to know? How would 
you go about it? Here Mr. Thomas is impressed by a very important 
problem. He would like to know if there is some doubt in your 
mind as to jurisdiction as between the State and interstate commerce. 

Mr. Lowen. Let me check it out for Mr. Thomas. 

Mr. FLoop. Your curiosity is belated is the impression we are trying 
to create. 





251 


Mr. Basniautr. Could we submit for the record an opinion of 
our general counsel, statutory authority involved? 

Mr. Tuomas. Either by statutory authority to make some regula- 
tions governing it. 

Mr. Basnieut. All right, sir. 

Mr. Preston. That will probably settle it. 

(The following statement was submitted later:) 


STATEMENT OF INSURANCE 


Insurance companies engaged in the business of insuring air travelers are 
currently regulated exclusively by the several States on precisely the same basis 
and to the same extent as other insurance companies. It is settled law that the 
business of insurance involves the public interest and is a proper subject of regula- 
tion and control by the individual States under their police power. Most States 
have passed statutes which provide for the creation of insurance boards, superin- 
tendents, or commissioners to regulate and supervise the transaction of insurance 
business within the State, to make uniform rates, and to execute and enforce those 
laws. The State statutes also prescribe the substance of the insurance policies 
which may be issued within the State; require the companies to make periodical 
statements and reports concerning their business, reserves, and financial condi- 
tion; regulate and control the brokers and agents through whom the business is 
conducted; prohibit discrimination among insurents of the same class; require 
the maintenance of reserves to assure the payment of losses and the return of 
unearned premiums; and prescribe conditions of admission to be met by foreign 
insurance companies prior to the transaction of business within the State bound- 
aries. Every insurance company issuing policies within a State on the lives of 
air travelers is subject to the regulation and control of that State in all respects 
of its operations just as other insurance companies engaged in other types of 
insurance business within the particular State. 

Current judicial decisions disclose that those phases of the insurance business 
which involve transactions crossing State lines are interstate commerce and 
potentially subject to Federal regulation and control. However, these same 
decisions reveal that, so long as Congress refrains from enacting laws regulating 
those portions of the business, the States are free to regulate and tax insurance 
companies to the extent such regulation or tax relates to-business transacted in 
the State. This principle was expressly reiterated in the McCarran Act of March 
9, 1945 (15 U. S. C. 1011-1015). This statute states that: 

“The business of insurance, and every person engaged therein, shall be subject 
to the laws of the several States which relate to the regulation or taxation of 
such business.” 

The same statute also provides that— 

“No Act of Congress shall be construed to invalidate, impair, or supersede any 
law enacted by any State for the purpose of regulating the business of insurance, 
or which imposes a fee or tax upon such business, unless such Act specifically 
relates to the business of insurance * * *” 

Our review of the statutory powers and functions of this administration has 
failed to disclose any authority under which the CAA can regulate the business 
of insuring air travelers, with the minor exception, of course, of our authority to 
control the manner in which insurance concessionaires at the Washington Na- 
tional Airport and the Anchorage and Fairbanks International Airports may use 
the premises in the conduct of their business. 


TREND IN PRIVATE AVIATION FLYING 


Mr. Horan. I would like to have some comment for my own 
information. I was rather intrigued by Mr. Tippets’ answer to the 
need for study on this high-altitude flying. He raised the question of 
the military craft coming down from the high altitude and having to 
go through the commercial and private flying area near the airports 
and near the ground. I notice in your justifications here something 
that intrigues me. It is on page 235. It tells of the trend in private 
aviation flying. It mentions the twin-jet executive-type aircraft, 














Beechcrait now has presumably in manufacture. It mentions Cessna 
with utility helicopter, CH-1, for commercial application. I suppose 
that would be dusting and that ont of thing. Then you mention a 
new roadable plane, the HRA-2, which I suppose, was test flown 
this past fall. Then you talk about Viscount turboprop aircraft for 
business use as a new trend and several companies including United 
States Steel have reported or ordered this aircraft for executive travel. 
I happen to know several of these private fliers as Mr. Flood indicated 
one that he had just flown with. Approximately how many private 
craft that we have that are in pretty active use? 

Mr. Lowen. About 60,000. 

Mr. Horan. The trend is on the iner sase, especially if some road- 
able plane should become practicable? 

Mr. Lowen. Yes, sir. 

Mr. Horan. Tell me this: What is your estimate as to the average 
number of planes i in flight in the air over the United States at any 
average day? Do you have a figure on that? 

Mr. Lowen. About 1,500 at any 1 peak hour. 

Mr. Horan. That is subject to a tremendous increase? 

Mr. Lowen. Yes, sir. I would like, if I might, Congressman, to 
point out one other factor that is going to change this picture mate- 
rially. That is with the jets coming in, in 1958, 1959, 1960, they will 
carry 160, 170 people. They will fly from New York to Paris in 6 
hours. By doing that they will be able to reduce the fare so that the 
estimated fare at the present time from New York to Paris a round 
trip is going to be $200 or under so you see when that time comes 
what the impact is going to be on the traveling public. 

Mr. Horan. I can see that. I can see what the future has in store. 
It disturbs this whole subcommittee on what we should do now to 
properly prepare for that in the future. 

Mr. Fioop. I have heard from the same man that I spoke to last 

night, spoke to me about that startling thing. He said that last year 
the kind of people that Mr. Horan and I are talking about flew 800,000 
miles more in the United States than all the commercial air people. 
Does that make sense? 

Mr. Lowen. That would make sense because there are so many 
more of them. 

Mr. FLoop. The fact remains that they are supposed to have flown 
a million more miles than all the carriers. 


USE OF VOR-DME OR TACAN EQUIPMENT IN PRIVATE AVIATION FIELD 


Mr. Horan. There is another point that has always bothered me. 
That is the high cost of some of the air safety devices that we have 
been discussing. I believe the simplest VOR-DME equipment that 
you might get in any plane runs around $1,000 or $1,200. Anyway 
a considerable sum. If we were to go into the TACAN installations, 
the only ones we have available today would cost $10,000 or $11 000. 
What we really need is—and I assume in another category we will have 
something on the research that is going on in sever ral fields now to 
attempt to find further safety devices that could be incorporated in 
the ‘“‘flivver”’ type of airplane. 

Mr. Lowen. They have indicated that they can build either 
TACAN or VOR-DME sets for $500 to $1,000. 
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Mr. Horan. Asit now is, we have radio. We have road signs in the 
air, beams. We have a lot of safety devices that do make the inci- 
dence of accidents very very low in the private flying field. T think it 
is 2 credit to the CAA that we have at least that vood chapter. 

Mr. Lowen. Thank you, sir. 

Mr. Fioop. May I direct your attention, anybody’s attention 

Mr. Preston. What is the subject? 

Mr. Fioop. On safety, page 234 of your justification, general justifi- 
cation, the first sentence of the first paragraph: 

The objective in this program is to serve the public interest by attaining a high 
level of safety in all phases of civil aviation at minimum cost to the taxpaver. 

I do not want to engage in an exercise in semantics although there 
is some indication of that today, but I would like to substitute the 
word “highest” for the words “high level.”” Do you have any objec- 
tion to that? 

Mr. Roruscuiip. No. 

Mr. Fioop. Wouldn’t you like to assure the committee and the 
public that your job is to attain the highest level of safety? 

Mr. Lowen. | would buy that, sir. 


REPORT ON DELEGATION OF AUTHORITY TO AIRLINE INDUSTRY 


Mr. Fioop, If that is true and [ was sure you would buy it, to save 
time will vou indicate for the record the extent you think the request 
warrants it and for a moment just tell us in a paragraph or so, I would 
like to go beyond what Mr. Yates did on this question of delegation of 
powers, delegation of your rights to control safety, to what extent and 
under what circumstances does CAA cloaked with authority by Con- 
gress to control safety, delegate that right, power and duty to the civil 
airlines or anybody else? T would like to know to what extent you 
permit civi)] aviation to police itself on such an extraordinary and im- 
portant area 

Mr. Lowen. I am glad you asked that question. 

Mr. Fr.oop. I was sure vou would be. 

Mr. Lowen. As you may or may not be familiar with the fact that 
I have been only 3 or 4 months on this job as Administrator. 

Mr. Fioop. That is your fault. 

Mr. Lowen. I am taking a look at this delegation of authority. 
I feel that in many instances we have delegated too much and too 
far, the heritage of the CAA. So we are in a process through my 

various program offices, Aviation Safety, Federal Airways, and Air- 
ports, of taking a look to see that we have not delegated responsibility 
too far in some of these instances, pulling back and taking the respon- 
sibility of doing the job. 

Mr. Fioop. I am as delighted as you are that we are discussing 
this. Will you do this: it is ‘difficult since we are talking about safe ty 
for the flying public t o be more concerned about any one thing more 
than safety. That is the first thing any he or she thinks about getting 
in one of these craft. Since you have had certain statutory powers 
conferred upon you, safety, whatever that means, inspections dealing 
with safety, for various reasons CAA has delegated certain of those 
powers that is either, gosh, I think it is bad, it is a question of degree, 
of course. Since you feel that is so also and since you are going to 

take a look, that is rather a vague ephemeral kind of thing, a look. 
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Will you assure the committee that as of now you will exercise your 
full power as Administrator to place upon an examination of this 
delegation of authority the best and the ablest people dealing with 
safety you have including your law and in writing within 30 days 
report to the chairman of this subcommittee what you have found and 
what you are doing? 

Mr. Lowen. I would be glad to do that. I would like to point out 
one other thing: that we have stopped all delegation of authority. 
This has been a practice that has been going on before I came in. We 
have stopped further delegation until we have a chance to survey this. 
I will be glad to furnish the committee the report requested. 

Mr. Fioop. I don’t want to prolong this. If you fired half your 
force, I have difficulty in seeing how you are going to do anything in 
this particular shop but that is your business. However, will you in 
30 days unless instructed otherwise by the chairman of this subcom- 
mittee, the gentleman from Georgia, will you advise him as Adminis- 
trator in writing what you have done and what you propose to do on 
this delegation of authority one way or another? 

Mr. Lowen. It will be my pleasure. 

Mr. Fioop. And mine. 

Mr. Preston. I might make this observation in connection with 
the comment about delegation of authority. I do not know how 
many millions of automobiles we manufacture a year but nobody takes 
a look at a single one of them after they sell them to you. You run 
them 90 miles an hour and the steering gear comes loose, no Federal 
inspector comes to view the remains and find out what happened 
at all. They are dead, just as dead as if they fell out of the air 1,000 
feet high in a Cessna airplane. There is a responsibility in the auto- 
mobile industry to see that these things are safe and they do their 
best, I suppose, to see that they are. There is a responsibility in 
aviation, a responsibility in the manufacture of equipment. They 
cannot sell unsafe planes. When they start falling they stop selling. 
So it is necessary that a large measure of responsibility will have to 
be placed on manufacturers to provide safe planes. Someone said 
here today that you could not employ enough people, nor could we 
afford looking over everybody’s shoulder on this business of airplane 
manufacture. 

According to the justification, Mr. Flood, there has been a modest 
reduction in personnel. I believe the corrected figure is 


EFFECT OF PROPOSED REDUCTION IN PERSONNEL ON SAFETY PROGRAM 


Mr. Fioop. The total is 51. 

Mr. Preston. Which is a rather small number. 

Mr. FLoop. I agree with that. I am not trying to quibble with 
him. I would like to know for the record what has been done that 
is bad and that they will not do anything worse and they will try 
and correct it. It is a serious thing and will they advise us; that’s all. 

Mr. Yates. Inasmuch as I have raised the point, it seems to me 
that the reduction in force by 51 in the safety section doesn’t make 
sense. This is perhaps the most important area the Congress wanted 
to be supervised by the CAA. I am not satisfied that the job is 
being done. I don’t believe that it can be done by giving a sub- 
stantial part of this task to those who are supposed to be regulated. 
I believe this does warrant our consideration. 
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Mr. Preston. I asked Mr. Lowen, and with the approval of the 
budget officer he says they are not cutting them off. They are 
eliminating positions not filled. Let’s find out about it. 

Mr. Basnieut. The action taken to date has been to eliminate 
positions that were authorized for the current year and which we 
would have tried to fill had we not had to absorb costs such as in- 
grade promotions and travel increases. I would like to call to your 
attention this chart in the table that shows this growing level of 
activity. ‘The gray bar line indicates the amount of flying going 
on using fuel being consumed as an indicator. The red line is the 
level of staffing for this program, as Mr. Lowen indicates for this 
section. 

Mr. Lowen indicates we have gone to the limit as we judge it in 
terms of how well we can monitor the work of these designees to carry 
out our responsibilities for us. As the jets come in the picture we will 
have to add manpower and we would like you to know that by 1958 
we anticipate an increase in this program level as a result of the com- 
plexity of aircraft and the need for better and more effective monitoring 
of the designee work. That is the substance of our presentation here. 

Mr. Fioop. Except that you asked us last year for so many dollars 
for so many people to do a specific job. I was very muclt impressed 
that you were going to ask for that many people to do a safety job. 
That staggers me, that word, safety. Now you tell me you do not so 
do, that you absorbed this for other purposes and that is not what I 
meant. 

Mr. Yates. What you are doing is shifting the burden of safety 
supervision to airlines. 

Mr. Fioop. I did not vote for that. I voted for 51 people or how- 
ever many it was for safety. You changed the rules on me in the 
middle of the game. 

Mr. Roruscuip. This may be a good time to point out Mr. 
Thomas’ comment wherein he stated that he thought this office which 
calls itself aviation safety isa misnomer. I think so, too. The whole 
CAA operation is a safety operation. 

Mr. Yates. We did not prepare this presentation, I must respect- 
fully point out. Your agency did it. Safety in flying is No. 1 in the 
public mind. When a person gets into an airplane, the safety factor 
is uppermost in his mind. When you tell us you are not only not 
filling the positions but you are dropping 51 people, we not only have a 
right to become concerned, but a duty to be concerned. 

Mr. Preston. I might mention this by way of some history. This 
section used to be entitled “Enforcement of Safety Regulations.” 
They just shortened the title to “Aviation Safety.” 

Mr. Yates. Why do you have safety regulations if you don’t 
intend to police them? Take your phrase, “enforcement of safety 
regulations.”’ This is the enforcement arm and you are dropping 51 
people. It doesn’t make sense tome. I want to express my dissatis- 
faction as positively and vehemently as I can. I respect the precau- 
tions and care taken by the airlines in their operations. The fact 
remains that CAA must make sure the job is being done well. 

Mr. FLoop. This is the unhappiest time I have ever spent with 
CAA in my life. 

Mr. Preston. We will adjourn until 10 o’clock tomorrow morning. 
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THurspDAy, Marcu 22, 1956. 
AIRPORTS 


Mr. Preston. The committee will come to order. 

The next item we will take up will be ‘‘Airports.’”” Mr. Howell, 
we will be glad to hear your general statement at this time. 

Mr. Howsrtu. Mr. Chairman, this item is for $3,713,000, an in- 
crease of $829,700 over the estimate for 1956. 

As you will recall, we had no Federal-aid airport program in 1954 
and our staffing was considerably reduced. When the program was 
reactivated, an increase in staffing was authorized. We have been 
very careful not to staff in excess of actual workload needs. The 
passage of Public Law 211 at the last session of Congress increasing 
the annual level of the Federal-aid airport program from approxi- 
mately $20 million to $63 million, however, has resulted in a greatly 
increased workload. By careful fiscal planning, we can reach a level 
of staffing adequate to handle the current increased workload by the 
end of this fiscal year and within the limits of current authorization. 
Thus, of the $829,700 increase, $690,000 is requested for the an- 
nualization of the current programs, $121,000 is requested for further 
workload increases which will occur in 1957, $15,400 is requested for 
passenger-vehicle replacements, and $3,300 is requested for travel 
per diem costs. 

Under this appropriation we carry out the functions of the Civil 
Aeronautics Act of 1938, administer the Federal Airport Act and the 
provisions of the Surplus Property Act which apply to airports. 

One of our activities is the collection and maintenance of airport 
facility records. This is the only national source of this information. 
It is used in planning, in preparing airport directories and aeronautical 
charts, and is used extensively by the military services. 

We handle the transfer of surplus property needed for airport pur- 
poses. We work with the Navy, Air Force, and the Army on the 
joint use of civil airports. We see that there is compliance with airport 
agreements between local communities and the Federal Government. 
To accomplish this function we do not maintain a sizable staff to 
police airports; rather, we investigate only when a specific complaint 
of noncompliance is made. 

We provide advisory services in the planning and engineering fields 
but do not provide any airport management advice. We prepare, 
annually, a national airport plan which is a broad forecast of the air- 
port needs to serve all types of civil aviation. : 

We operate, at field level, through the 4 domestic and 2 Territorial 
regional offices and, in the United States, through 20 district offices. 
We have no plan to increase the number of offices. 


ADDITIONAL PERSONNEL AND RELATED TRAVEL INCREASE 


Mr. Preston. There are two principal items found on page 246 
with which you have dealt briefly and about which we will ask a 
question or two. 

It is your testimony that it will require $690,000 to annualize the 
program that you have begun, in fiscal 1956? 

Mr. Howe tt. Yes, sir. 

Mr. Preston. How did you compute the annualization? 





Mr. Howett. On the basis of adding approximately 84 positions for 
the remainder of this fiscal year which will be on the rolls for an aver- 
age of 2% months. 

Mr. Preston. These people are already on the rolls? 

Mr. Howe t. Not all; no, sir. We expect them to be on by the 
end of this fiscal year. 

Mr. Preston. You have an average employment in 1956 of 402 
and you estimate you will have 489 in 1957, but as of November 30 
you had 351? 

Mr. Basniaut. Mr. Chairman, the basis of this estimating is that 
the additional staffing which the current year’s appropriation provides 
for has not been placed on the rolls until the impact of the expanded 
airport program took place. We are adding the staffing late in the 
fiscal year as the work in the field level comes into effect. We have 
authority to pick up the 84 positions from the current year’s appro- 
priations and that will raise our man-year level by 78 man-years. 

In 1957 we are asking for 16 additional positions which are pri- 
marily related to the project audit, the determination that value is 
received for the grants-in-aid investment. This accounts for the 
remaining 16 positions or 13 man-years in 1957. 

Mr. Preston. It is understandable that you would have to have 
a bigger staff to do this Federal-aid program since it is on such an 
enlarged basis. 

On page 250, where you have a breakdown of the estimates, I 
wish you would explain how you arrived at the travel figure. You 
had $156,206 in 1956. You are seeking an increase of $153,100. 
Your employment increase isn’t anything like that. 

Mr. Basnigut. That is correct, sir. The travel requirement is 
related to the full-year use of the engineers being added this year, 
the 84 positions which will be on the payroll only 24% months in the 
current year but will be on the payroll 12 months in 1957. That is 
about 95 percent of the increase of $153,100. The remaining 5 per- 
cent would be related to the 13 additional man-years or 16 positions 
in the coming year. These engineers have to travel from the district 
offices at which they are stationed to the sites where grant-in-aid is 
made available to sponsors of airports. 

Mr. Preston. It is an increase of roughly 100 percent. 

Mr. Basnicut. And the additional positions that we are asking 
for are in the area of direct work on projects. This is because we have 
had a low level of projects in prior years and we will need to expand 
our activity in traveling to the sites. For that reason this travel 
figure is requested. T he increase is in proportion, sir, to the expanded 
grant-in-aid activity. It is based on our experience over several 
years as to the amount of requirement. 

Mr. Preston. Let me see if I understand you. Did you say 95 
percent of it was due directly to the increased number of people? 

Mr. Basnicur. Yes, sir; 84 positions being added in this current 
year. 

Mr. Preston. That is, just using rough figures, approximately an 
increase of 20 percent over your current employment? 

Mr. Basnicut. That is correct, sir. 

Mr. Preston. How do you get 100 percent increase in travel? 

Mr. Basnicut. The program as it has been in the past has been 
involved in closing out many projects and not undertaking many new 
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ones. Now with the raise to $63 million level in grant-in-aid work, 
we are undertaking new work. We are checking progress on work in 
place and it involves a great deal more travel. 

Mr. Preston. In other words, the 20 percent will travel a lot 
more or as much as the 80 percent did under a small program? 

Mr. Basnicut. That is correct, sir. 


EQUIPMENT 


Mr. Preston. Speak briefly to this increase on equipment under 
“Other objects.” 

Mr. Basnicut. The equipment increase aggregates $34,800 of 
which $13,200 is for the replacement of over-age automobiles and 
$21,600 is for transportation of things, household effects related to 
the expansion of personnel staffing. The other particular items in- 

volved are for office equipment and tools used by the engineers in 
their work in reviewing current projects. 


ANALYSIS OF BUDGET ESTIMATE 


Mr. Preston. Mr. Thomas, do you have any questions on this? 

Mr. Tuomas. Mr. Chairman, unless he can make a better justifica- 
tion of this, it appears to me the estimate is pre tty high. You had 
$20 million last year for this purpose, didn’t you? 

Mr. Basnicut. Yes, sir. 

Mr. Tuomas. You are expecting $30 million? 

Mr. Basnicut. $63 million. 

Mr. Tuomas. That will give you a working total of how much? 

Mr. Basnieut. Working total, sir, just a minute. 

Mr. Tuomas. In how many projects? You ought to hold this down 
to 5 or 6 percent per project. Is that what this project amounts to? 
How many projects are you going to have in the mill and the dollar 
amount of them? 

Mr. Howe.t. Mr. Thomas, we have requested $3,713,000 approxi- 
mately 65 percent of that total or $2,415,000 is in the direct adminis- 
tration of the Federal airport program. 

Mr. Tuomas. Just give us the dollar amount and the number of 
your projects you are going to be working in 1957. 

Mr. Howe.u. The $63 million available for next year figures 3.8 
percent. 

Mr. THomas. You are going to have a carryover for next year, you 
are not going to obligate all your $63 million next year. What Iam 
trying to ask you is, how many projects will you have under your 
supervision dollarwise in fiscal 1957 and the number of them? Then 
figure out right quick if that figures within 5 or 6 percent of your total 
appropriation. That is what they do on the college housing program, 
on slum clearance. You have a good pattern throughout Govern- 
ment, public buildings, and grounds. 

Mr. Howe.tu. Mr. Thomas, we estimate that our obligations in 
1957 will be $75 million based on the unobligated balance of this year 
that is carried over into next fiscal year plus the $63 million that will 
be available next fiscal year. 

Mr. THomas. Do you have the information there on how many air- 
ports you are supervising now and the dollar amount of them? 
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Mr. Basniaut. We have it. 

Mr. Toomas. Can you put your finger on it, approximately? 

Mr. Howe... At the present time, we have 838 active projects. 

Mr. Tuomas. The dollar amount? 

Mr. Howe tt. The total? 

Mr. Tuomas. What do you mean activity? 

Mr. Hower... That have not yet been completed, sir, from tenta- 
tive allocations to completion. 

Mr. Tuomas. Do you have the dollar amount? 

Mr. Howett. The dollar volume, I can’t answer the question right 
now. 

Mr. Tuomas. How much are you going to have in the way of an 
unobligated balance for 1956 out of this $2.8 million? 

Mr. Howe tu. $2.8 million, sir, administrative funds? 

Mr. Tuomas. Yes. 

Mr. Basnicur. Let me speak first to the question of dollar volume. 
Mr. Thomas, the estimate would increase the dollar volume of active 
projects to $38 million in 1956 to $118 million in grants for 1957. 

Mr. Tuomas. He said a while ago, $75 million. You are pushing 
it up to $118 million? 

Mr. Basnicur. $75 million is another figure. 

Mr. Tuomas. Quite different. 

Mr. Howe... $75 million was the amount we expect to place under 
obligation in 1957, Mr. Thomas. 

Mr. Basnieut. New obligations for 1957. The carryover added 
to that would raise the level to $118 million. 

Mr. Tuomas. Lets get it in another way. What do you figure the 
supervisory costs or your administrative costs are? You have given 
a figure that indicates it may be three and a half percent. 

Mr. Howet.u. Yes, Mr. Thomas, on the basis that we are asking 
for $3,713,000 or 65 percent of which is approximately the amount 
that is directly connected with the administration of the Federal-aid 
airport program, the other 35 percent being related to our other 
functions. 

Mr. Tuomas. What are your other functions? 

Mr. Howe... The engineering and planning advice on airports, 
not participating in the Federal-aid program and the development 
and interpretation of national standards. 

Mr. Tuomas. That is all one and the same, isn’t it? 

Mr. Howe .t. The total figure would be approximately 5 percent of 
the $3,700,000. 

Mr. Tuomas. You can’t separate your functions, can you? They 
are one and the same? 

Mr. Howe tu. They are not directly related to Federal airport 
program. 

Mr. Tuomas. Anyway you figure, it is 5 percent or less. 

Mr. Basniacut. The figure would be approximately 5 percent. 

Mr. Tuomas. Clarify it in the record, put your figures in there in 
very succinct columns. Show it for 1956 and 1957. 

(The figures asked for are as follows:) 

The requested funds for 1957, in the amourt of $3,713,000, when compared 
to the $63 million in new authorization available in 1957, reflects an administrative 
cost of 5.89 percent; however, the active program involves, in addition to the new 
authorization, funds cerried over and available for obligation and construction 


work in progress. This is detailed in the table below, and reflects an overall 
administrative cost of 2.78 percent for 1957. 
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Fiscal year | Fiscal year 
1956 1957 


Millions Millions 
$63. 





I Ce OF CII oi iia a i ccce ce smecccscwccesansdedccebeunn< $62. 5 0 
Carryoverfunds available for obligation...................-.-.-..--....----.-.- 3.2 27.5 
Active projects (unliquidated obligations from prior year) --.-.-.-...-.-.-------- 26.9 42.6 
es NS 89 ts, eat aan Sessa ec wedates kan chencaceepiebaebbonan 92.6 133.1 
TON ON. o.oo acanunconesubadeshsounewnkbapiiedaddtedetiaanel 2.9 3.7 
Percentage, administrative costs_...........- igtnaee dale Biman ans edad ncebbmaeg < 3.13 2.78 





Mr. Preston. You are dealing with $63 million actually in 1957. 
Five percent of that is $3,150,000. That leaves roughly $440,000 to 
deal with the rest of the functions of your office independent of the 
Federal-aid to airports? 

Mr. Howe... Yes, sir. 

Mr. Preston. Was there a limitation expressed in the law, the 
recent law passed in the 84th Congress, Federal-Aid Airport Act, as to 
the amount you could spend for administrative purposes? 

Mr. Howetu. No, sir. The law did not provide for any adminis- 
trative expenses. It was merely contractual authorization bill. 

Mr. Preston. Mr. Clevenger, do you have any questions? 


DETERMINATION OF ELIGIBILITY FOR FEDERAL AID 


Mr. CLevENGER. I have a great big question in my own mind 
about where we go with this thing. It is going to be a billion dollar 
proposition. Are we going to invest in more of these cow pasture 
airports or are we going to invest it where the traffic is thick and the 
safety factor and also revenues are there for maintaining an airport? 
I have had a sickening experience with these little cow-pasture ports 
that we built all over the country and I hope, too, that we do not 
reengage in any such a building program as that. 

Mr. Lowen. We have a formula now, Mr. Clevenger, which 
determines whether we put money in an airport and this formula, I 
hope, will prevent tye type of abuse that you are talking about here. 

Mr. CLEVENGER. What are we embarking on? Is it going to be 
$100 million, $200 million a year? You wouldn’t build railroads that 
way though you have just as much right as you have to build an 
airfield. 

Mr. Lowen. As you know, we have been authorized by the Con- 
gress, $63 million a year. 


CAA PASSENGER VEHICLE REPLACEMENT 


Mr. Bow. Mr. Chairman, I notice in this item on page 249 that 
passenger-vehicle replacement for 11 passenger cars, at a cost of 
$1,200 per vehicle, $200 each for transportation. I wonder if we 
can’t at this point in the record insert a schedule of the cars that are 
to be replaced, their age, make, mileage, so that we can have a little 
better presentation on the floor if the request is asked, about the 
replacement of motor vehicles and Mr. Chairman, I do not know 
whether we covered it back in “‘ Airways,” on page 224, there are 36 
motor vehicles there. I wonder if the same thing could not be done 
so far as the Airways under the 36. 
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Mr. Preston. In the language of the bill, on page 21, the committce 
print there is 110 cars. 

Mr. Bow. I thought as each item as they justify them in the record 
if we could have some sort of a chart as to the cars to be replaced, 
their age, mileage, and make. 

Mr. Preston. You know what the GSA formula is? 

Mr. Bow. Yes and I think we ought to have something in here to 
justify these new cars on that formula. 

Mr. Preston. They have to meet the GSA formula, do they not? 

Mr. Lowen. Yes, sir. 

Mr. Preston. Either 6 years old or have 60,000 miles. 

Mr. Basnicut. That is correct, sir. 

Mr. Bow. I am not objecting to the cars where they are necessary. 
I have seen some of your cars that should have been replaced long ago. 
I have ridden in a couple of them several places. 


INVENTORY AND REPLACEMENT DATA COVERING 3-YEAR PERIOD 


Mr. Preston. Would you like that schedule? 

Mr. Bow. I think it would make it a little easier for us on the floor 
if that question is raised. 

Mr. Lowen. We will be glad to supply it, Mr. Chairman. 

(The information to be supplied is as follows:) 


Total CAA passenger-carrying motor vehicles—inventory and replacement data— 
1955, 1956, 1957 








1955 | 1956 | 1957 


| 
| 
| | | 
} 



































Availability of vehicles: | 
Inventory at start of year__.........-.---- cheerieal iis Piast agin baancits adie 679 | 632 555 
NE ioe ri nahn da erwiin ad bw ewmaeMin ppt law Rig isk axeciceiee a2 —47 oa 
Inventory at end of year_.........-.--..--- SiLicteimamaue ede Seta aiies -| 632 555 | 555 
——<—<—<$<$<$Jj_ ———————— 
Eligibility for replacement: 
Vehicles eligible for replacement under 1 or both standards of 60,000 miles or 
ir ote i ono coe canaGa casual <wsssep Mapbe indi wigiears ames 451 433 342 
Vehicles not eligible for IR enn 6 oad dase get so Sediwauasecasuned 181 | 122 213 
cen es i cabar teened cad adkacnavxecn | 632 55 555 
Replacement data, fiscal year 1957 (mileage and age projected to start of fiscal ae = Fe 
year 1957): | Num- | Percent 
Vehicles eligible for replacement under GSA standards: ber of fleet 
Both standards: 6 years of age and 60,000 miles____-___- Sikebnaiadedhscbelions 333 60 
1 standard: 6 years of age and less than 60,000 miles_______..-.--____-- asi 86 | 15 
1 standard: 60,000 miles and less than 6 years old pdt blip welate 14 3 
aah ela Se es at I ea ae ater 433 7 
Vehicles not eligible for replacement: Less than 6 years old and less than 50,000 
ES sic sk diddins eine lrantd kick tc ea Aaa ds maoaN eee an ass ss SEMEBE Ras Cae papas 122 | 22 
PI i aN pel el icine Raed Rie a ee oe Re RN 555 | 100 


Of the total 3833 CAA passenger cars eligible for replacement under both mileage and age standards estabe 
lished by GSA, the following list of 110 automobiles represents a sampling of, vehicles showing make, year, 
and mileage of record on June 30, 1955. Based on average use experience in the agency, an additions il 8,832 
miles added to each vehicle will project estimated mileage to June 30, 1956. 











Make 


Buick... 
Chevrolet... ._.--- 
Do_. J 


Total Chevrolets, 15. 

a ‘ 
Whee haddock 
ao 
ee 
Do. 
Do. 
Do- 
Do. 
Do. 
Do. 
STS See ad 
SD rote 2 
Do. 


Total Fords, 40. 


Mr. Preston. 








81, 


9 
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| Mileage 


930 


72, 602 


73, 
74, 
7, 382 


‘di, 


79 


83, 
, 249 | 
3, 750 
, 765 || 
}, 027 
, 640 || 
, 679 | 
, 423 
, 426 


94, 
97, 
98, 
98, 
98, 
99, 

102, 

| 104, 

106, 

108, 

116, 

| 117, 

122, 

122, 

124, 

125, 

129, 

| 132, 

150, 
65, 
72. 
74, 
75, 
76, 
80, 
96, 

| 111, 


Mr. Horan. 


708 
482 


003 


79, 553 | 
80, 


384 | 


521 


, 971 
, 019 
, 209 | 
. 719 
2, 841 
, 036 
, 174 
87, 
90, 


328 


89, 984 | 
, 683 | 


610 | 


908 
662 
032 
635 


553 | 


022 
938 


495 | 


785 
208 
807 
419 
375 
920 
450 


659 


969 
445 
732 
023 


128 | 


695 
069 
151 
641 
101 
057 


Do-_. 
Total Ponti: Acs, 54. 
Total replacements, 110. 














Mileage 


70, 877 
73, 561 
73, 971 
73, 935 
76, 281 
78, 515 
79, 550 
80, 532 
81, 582 
83, 432 
84. 522 
85, 713 
86, 690 
86, 870 
87, 489 
88, 107 
88, 441 
89, 147 
89, 424 
90, 019 
91, 379 
92, 523 
93, 529 
94, 693 
95, 284 
96, 310 
96, 435 
97, 697 
98, 220 
100, 545 
102, 822 
104, 075 
104, 790 
104, 861 
106, 564 
107, 909 
111, 912 
112, 920 
114, 426 
117, 488 
121, 283 
124, 334 
129, 342 
133, 195 
141, 381 
73, 190 
76, 913 
79, 280 
82, 704 
88, 409 
94, 051 
100, 708 
111, 951 
200, 423 


Mr. Horan. I have a general question I would like to have enlarged, 


if I could. 


Mr. Roruscuivp. I didn’t hear the question. 
Mr. Preston. He hasn’t asked it yet. 


RELATIONSHIP WITH STATE 


Mr. Horan. 


AVIATION AGENCIES 


I might preface my question but perhaps this should be 
directed to Mr. Rothschild. 


In my service in Congress I have found a formula that 


we have developed through the years that has been very helpful to 
me as a Member of Congress, when we have the relationship that we 


do have in the matter of. public roads. 


the road map of the Nation by the pork-barrel method. 


It has been helpful sometimes and troublesome at others, 


We can’t on the floor build 


the 


formulas we work out in the administration of another fund that I 
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will just mention in passing and that is the Hill-Burton funds for the 
erection and help of hospitals. 

I think it is a healthy thing for the Federal and State governments to 
have very fine and very clear relationships. And it appears to me, 
and I would like to have you respond to this: It appears to me that, 
especially in the construction of airports, we might possibly bring 
the States and their aviation organizations, whatever they may be 
called, more and more into the picture to help the Congress and to 
help CAA in the allocation of these funds. 

Just what is the relationship? I understand what I am getting at 
is different than the ones I have mentioned, but the basic principle 
is there and I think it is a healthy thing if we can bring the States 
more clearly into the picture, particularly when it comes to the capital 
investment in a local area within the State boundaries. I just won- 
dered what the relationship between the States and the CAA in that 
regard was. 

Mr. Rotuscuiup. Mr. Horan, as I understand it, these funds are 
allocated according to statute: 75 percent on the basis of a combina- 
tion of area and population; 25 percent of the funds are discretionary— 
the allocation of that 25 percent is discretionary with CAA to meet 
certain conditions in some parts of the country from time to time. 
In every case, no funds are allocated until such time as the State 
aviation agency, if there is one, has certified as to the necessity for 
that particular airport within the State’s allotment; so that in some 
respects this is not too far from the public roads formula. 

If you have some suggestions as to how we could more closely 
operate with the State aviation agencies, we would be happy to have 
them and we would be anxious to do anything that would put us on 
a better intergovernmental position. You might want to know that 
there are six States—Arkansas, Colorado, Delaware, Georgia, Nevada, 
and North Carolina—which have no State aviation agencies. 

Mr. Horan. Personally, I feel that they should. 

Mr. Chairman, I have raised this. I realize that there are problems 
connected with it but I do feel that if we can work out and improve 
on the formula that presently exists we would be better off. Don’t 
you feel that way? 

Mr. Roruscuip. It has to be studied carefully and we will do 
that and give you the results of our study. 

Mr. Preston. Just one final question before we move to a new 
category. 


TIME LAG BETWEEN ALLOCATION AND DISBURSEMENT OF GRANT-IN-AID 
FUNDS 


What is the average length of time that it takes to actually disburse 
the money after it is allocated? 

Mr. Basnicut. Based on our experience between the time a grant 
agreement is made, which we call an allocation in a final sense, and 
the time that the payment is reviewed, the time averages 14 months. 

Mr. Preston. Very well. 

Mr. Yates. May I ask one question? 

Mr. Preston. Yes, Mr. Yates. 


ALLOCATION OF FUNDS FOR O’HARE AIRPORT IN CHICAGO 


Mr. Yates. Do the allocations for O’Hare Airport in Chicago 
come out of this program. 
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Mr. Basnicut. Yes, sir; they do. I would like to clarify that 
just a bit. We are here discussing the administrative costs, and the 
grant-in-aid funds come under liquidation of contract authorization 
for airports will come later. 

Mr. Yatrs. That subject will be discussed later. 

Mr. Tuomas. This supports the grant-in-aid? 

Mr. Yarss. Is this the proper time to ask a question relating to the 
allocation of funds for O’Hare Airport, or should it be deferred? 

Mr. Basnieut. Technically more proper later. 

Mr. Yarrs. Can I ask a question now as to status of funds for 
O’Hare Airport? There has been some discussions on it between the 
city and the Administration. I wanted to find out what is happening. 

Perhaps the best thing would be to have Mr. Moore make a report 
later on. I have just asked a question pertaining to allocating of the 
funds on O’Hare Airport. 

Mr. Moorr. Mr. Howell can do it right now. 

Mr. Howstu. To date, Chicago, O’Hare has received in grant 
agreements and tentative alloc ations $9 232,500. 

Mr. Yarss. Is that on a complete match? 

Mr. Hows tt. Yes, sir. 

Mr. Yates. Has the Federal Government matched the funds that 
we have put up this year? 

Mr. Howe t. Not entirely. 

Mr. Yates. There you are. 

Mr. Howe tt. The airport received in 1955—— 

Mr. Yates. My question was directed to what your procedure is 
for this next fiscal year. 

Mr. Howe... The next fiscal year has not been allocated yet. 
This fiscal year we have a tenative allocation of $432,500 to O’Hare, 
out of a total request of $1,390,000. 

Mr. Yares. That is in discussion now between the local adminis- 
trator of CAA and the officials at O’Har e; is it not? 

Mr. Howe tt. Further discussion on top of the $432,000 regardin 
two additional items in our program, one of which involves a bapa! 
point and the other was rated as ees priority and the city is to submit 
additional information. I have discussed this with Mr. De Ment and 
he is to submit additional information with regard to that. 


EstTABLISHMENT OF AIR NAVIGATION FACILITIES 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


| 

o se8 | 

Program by activities: 
| 

| 





1. Air-navigation, electronic, and visual facilities... ______- $2, 140, 197 $6, 851, 000 $15, 470, 000 
2. Intermediate lending Metis... 0 cocenccmesssncnsesss 301, 542 | 469, 000 244, 000 
3. Air traffic control towers and centers-__._-.....-------- 3, 714, 541 | 7, 491, 000 17, 686, 000 
4. Aeronautical communications stations_.........-...---- 2, 304, 254 4, 475, 000 3, 115,000 
5. Housing, utilities, and miscellaneous.-_...........-.---- 881, 963 1,026, 000 485, 000 

Total obligations._...__- Rh ie eis siasiail | 9, 342, 497 | 20, 312, 000 37, 000, 000 

Financing: 

Comparative transfers from other accounts__-.........----- —1, 851, 410 96, B19 G00 Vi decadent suns 
Unobligated balance brought forward___..........-.------ —14, 150,901 | —11, 659, 814 —12, 159, 814 
Unobligated balance carried forward__._....---- aceon 11, 659, 814 12, 159, 814 15, 159, 814 





RI 6. inte dna een ontinale |  §, 000, 000 16, 000, 000 40, 000, 000. 
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Obligations. by objects 


1956 estimate | 1957 estimate 


| 
Object classification 1955 actual 
| 
| 
| 
| 








' 
CIVIL AERONAUTICS ADMINISTRATION 
| 











Total number of permanent positions pidbiStaraiin tas 524 606 645 
Full-time equivalent of all other positions. .------- ; 70 | 118 98 
Average number of all employees. - ------- pad anita 482 | 645 | 584 
Number of employees at end of year- ----- Sicllaapbalnaies 561 | 664 683 
——a = a ————————————— 
Average salaries and grades: 
General schedule grades: 
Average salary... Sods Reeekanies icatgs | $4, 708 | $5, 018 $5, 046 
Average grade. ___ egeirtoes : GS-7.5 | GS-7.4 GS-7.5 
Ungraded positions: Average salary. ....-- aouieieaee $3, 875 | $4, 527 _ $4, 595 
01 Personal services: | 
Permanent positions_-. | $1, 917, 739 | $2, 594, 659 $2, 415, 345 
Positions other than permanent... i waiemedeest 400, 805 594, 919 | 490, 926 
Regular pay above 52-week base. _.......-..----_-. 8, 353 | 9, 979 | 
Payment above basic rates--.-.- pide pea 110, 271 | 125, 567 | 89, 272 
Total personal services... 2, 437, 168 | 3, 325, 124 | 2, 995, 543 
07 Other contractual services: Services performed by other 
agencies... __ 4 : ; . | 125, 366 257, 037 | 398, 843 
09 Equipment... aie ee oh soe eee ae 2, 442, 759 | 6, 486, 154 | 24, 885, 000 
10 Lands and structures. _- ; He 4, 334, 102 10, 239, 622 | 8, 717, 360 
15 Taxes and assessments. --- - - La issewa seeneweans 1, 873 | 2, 583 3, 254 
Total, Civil Aeronautics Administration..........-- pasa 9, 341, 268 20, 310, 520 37, 000, 000 
ALLOCATION TO NATIONAL BUREAU OF STANDARDS 
G7 Giier contrectial services... . ... 6.260606 .ccccceccccees sonal 1, 229 1, 480 Rae : 


co NG RA SE ae a ae 9, 342, 497 20, 312, 000 37, 000, 000 


Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDCET AUTHORIZATIONS AVAILABLE 


| 


a Guin cls bebiccatentichuanskesdmnacdes thdin dae $5, 000,000 | $16, 000, 000 $40, 000, 000 
Balance brought forward: 
Unobligated - - [eLrh ce ches weehbknebinumeaennbadaeheows 14, 150, 901 | 11, 659, 814 12, 159, 814 
cts a cradéacwnnddesasbadewededadudadddelunadaas 1, 778, 792 | 590, 111 10, 660, lll 
Total budget authorizations available.................. 20, 929, 693 | 28, 249, 925 | 62, 819, 925 





EXPENDITURES AND BALANCES | | 
| | 
| | 




















Expenditures— | 
Out of current authorizations. ----- ~~ --- sami oe \ & 679, 768 { 4, 839, 889 5, 250, 000 
Out of prior authorizations... .---- od imate oacie eee, | 590, 111 13, 750, 000 
Total expenditures................-....------- stati 8, 679,768 | 5,430,000 | 19, 000, 000 

Balance carried forward: | 
i cd dddunnuncaapanassadneet Makau oe 11, 659, 814 | 12, 159, 814 15, 159, 814 
IIE ine. cotacdadcndedswocmedaokuasak’s saree 590, 111 10, 660, 111 28, 660, 111 
Total expenditures and balances. -----...........---.--- 20, 929,693 | 28, 249, 925 62, 819, 925 


| 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item we will take up is establishment of 
airport navigation facilities. 

This is found on page 25 of the committee print and page 254 of the 
justifications. We will insert in the record at this point pages 254 and 
258 through 261 of the justifications. 

(The pages referred to are as follows:) 
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Summary of requirements 


Appropriation, 1956.................- a 


Total anticipated appropriations._........._-- cinhadiaeainkateunes can ke 


Add: 
Comparative transfer from: 
Department of the Air Force 


Department of the Navy-.--.-------------.--- peas ee ee 


Deduct: 
1956 projects program 
| 
Net difference, 1957 over 1956: 





si sonia 
By activity 








Air navigation electronic and visual facilities eee | $1 
Intermediate landing fields._......__._____- es wate 
Air traffic control towers and centers £585, ‘ | 
Aeronautical communications stations. .____|_.....-.------] 5 
Housing, utilities and miscellaneous... -...._|_.........---- | 





Gross requirements 





Total estimate of appropriation, 1957............------ Seid ae inisalaraiioaeameawede waa 





5, 270, 180 
170, 000 
23, 631, 735 | 
56. 770 

371, 315 | 





sg shkeatiea $16, 000, 000 
$16, 000, 000 
_ ‘ 3, 125, 000 
1, 687, 000 
4, 812, 000 
— 20, 812, 000 
Difference, 


incre: - (+) 


jamb enpucted 1957 estimate decrease (—) ) 


+$1 


IIT. Summary of requirements by activities 


| 


| 


A. AIR NAVIGATION ELECTRONIC AND VISUAL FACILITIES 


VHF omnirange program: 
1. Establishment of very high frequency omniranges 
Instrument landing system program: 
1. Relocate instrument landing system facilities- 
2. Provide improved instrument landing system marker keyer 
mechanisms. ----_-_- baled 
3. Change frequencies at instrument landing system locations... 
4. Implement instrument landing system back courses--_---- 
Es systems program: 
. Install standard approach lighting systems. 
. Relocate approach lights and convert to standard configur: ition, 
Spokane, Wash wheel 
3. Install 1,800 feet of approach flush lights, Boston__.-___- wae 
4. Convert left-hand-row system to lead-in systems. -- Sa 
Low-medium frequency facilities program: 
1. Establish radio homing beacons. _-- 
Relocate low-frequency radio range, Westfield, M: ASS _ 
antnenan equipment: 
1. Install very high frequency air-ground communications equip- 
ment 2 ‘ 7 
. Install very high frequency navigational antennas 3 
3. Provide dampening stabilization for very high frequenc y omni- | 
range—instrument Janding system course indicators- -- 
. Provide glide slope test set units 
Provide radio frequency impedance-me: isuring equipment 
Install radar safety beacon units_- 
. Purchase and equip aircraft for high- altitude flight che cking____| 
. Provide calibration stabilization equipment test sets_-_....----| 
. Equip foreign-based aircraft and radio shop-.-.-.-.-.------ ere 


tw 


OO NT one 


Total, air navigation electronic and visual facilities __.__-__._- 
B. INTERMEDIATE LANDING FIELDS 
1. Repair runway, Nome, Alaska. -.---......--- sh ceinisiagnuinennisciunaiaanaaale 
Total, intermediate landing flelds_................-.---...-.-..- 
C. AIR TRAFFIC CONTROL TOWERS AND CENTERS 

Airport traffic-control tower services: 
1. Establish airport traffic-control services at airports -__.-_._-...-- 
2. Relocate airport traffic-control tower and communications 
station at Dallas, Tex_- 


3. Relocate tower center, Wake Isl: and 
4. Install additional very high frequency and ultra high frequency 





air-ground communications channels at traffic-control towers- 





Number of | 


units 


76 


423 


5. 270. 180 
+170 000 


+23, 631, 735 


+556, 770 
+371, 315 


Amount 


$6, 352, 500 
281, 000 


35, 950 
45, 420 
36, 950 


1, 350, 300 


111, 000 
197, 000 
472, 030 


35, 025 
29, 480 


70, 800 
14, 625 


15, 500 
| 24, 000 
10, 500 
140, 950 
6, 000, 000 
15, 900 

31, 250 


| 15,270, 180 








170, 000 
170, 000 


1, 401, 700 


208, 100 
104, 050 





354, 725 


$40, 000, 000 +40, 000, 000 


Page 
No. 


262 
262 
262 
263 
263 
263 
263 
264 
264 
264 


265 
265 


265 
265 
265 


267 
267 


} 
q 
4 
q 
; 


sche te marital Prabha 


mitt Grin. 0 


with ent Diah ita e 


Ps ot accisiectbans 


een a 
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II. Summary of requirements by activities—Continued 





| Number of | 

















| Page 
| units Amount No. 
/ : | | , a 
C. AIR TRAFFIC CONTROL TOWERS AND CENTERS—continued | | | 
| | 
Airport traffic-control tower services—Continued 
5. Provide noise-canceling (differential) microphones at towers | 
and station towers... -- a 393 | $14, 150 | 268 
6. Provide 4-channel volume-control and spe aker-switch pane Is__ 86 19, 350 | 268 
Air route traffic control centers: 
1. Establish air route traffic-control center, Phoenix, Ariz_-_..----- 1 40, 000 | 269 
2. Relocate air route traffic-control centers- : 2 | 124, 300 269 
3. Relocate control center, overseas-foreign aeronautical communi- | 
cations control station and combine station tower, Honolulu i 253, 700 | 269 
4. Establish peripheral very high frequency and ultra high fre- | | 
quency communications channels - - -- J 178 | 4, 025, 500 269 
5. Provide additional low-altitude traffic-control sectors at traffic- | 
CRIN Cis od aback ie ceeeniantemnins inl 12 57, 240 270 
6. Provide for manual control of all airspace at high NURI 5. Voce cocoate 1, 580, 000 | 270 
; 7. Provide flight-data positions at domestic traffic-control centers _| 24 173, 400 | 271 
3 Radar program: | 
{ ng Se a ae ae 16 11, 258, 300 | 272 
j 2. Replace microwave early w arning system at Washington, 
: with modern long-range radar facility -- - ss 1 632, 500 | 272 
: 3. Relocate to new quarters and expand the Jacksonv ille, Fla., | 
3 and Norfolk, Va., traffic-control facilities to radar centers__---| 2 582, 600 272 
} 4. Establish second: iry radar systems at radar traffic-control 
centers (5) and towers (13) ------ 18 2, 010, 570 | 273 
5. Establish radar-contrel rooms at radar traffic-control towers. 3 39, 750 274 
6. Reinstall dual airport surveillance radar equipments- ---- 12 261, 000 274 
7. Provide circular polarization at airport-surveillance radar = | 
facilities __- ees Berni nor | 22 345, 000 274 
8. Provide test equipment for airport-surveillance radar and | 
precision approach radar facilities So cqaioumbon 92, 100 274 
j 9. Install teletypewriters at CAA radar approach control facilities _| 6 36, 600 275 
: 10. Replace airport-surveillance radar-control cable, Denver, Colo 1 17, 100 275 
1 —_—_——-- — — 
; Total, air traffic-control towers and centers............--.---]------------ 28, 631, 735 |....-. 
: D. AERONAUTICAL COMMUNICATIONS STATIONS 
: 1. Relocate communications stations.........................---.-. : 6 | 238, 000 | 275 
‘ 2. Provide altimeter-setting indicators. ................-.------- ee 70 23, 800 275 
3. Provide transcriber broadcast service equipments. -- 16 70, 610 276 
4. Install 100 word-per-minute teletypewriter equipment on Air Force 
meteorological circuits___--- 9 | 33, 660 276 
5. Relocate overseas-foreign aeronautic al communications-control } | 
station, traflic-control center, and communications station, 
‘ Miami, Fla_-- sais 1 | 155, 700 276 
6. Consolidate New Orleans radio and transmitting facilities. acl 1 | 25, 500 276 
7. Combine remote transmitter facility, St. Thomas, V. I.-..-...---- -| 1 4% 500 276 
Total, aeronautical communications stations. ..........--....--]----------.-| SRF Wsnsnons 
E. HOUSING, UTILITIES, AND MISCELLANEOUS 
j | 
1. Restoration of funds for emergency repairs---.-__------------- es peel 186, 315 | 277 
2. Construct shops and related storage and ay buildings i in Alaska_| 10 101, 000 | 277 
3. Replace control cable, Canton Island_- a jataeatepnchvane b ciodie Eesavaiiesbibenaiatein : 24, 000 | 277 
4. Rehabilitate Guam housing eee tasp alesse bcheuhauian = ark ts'pine elo anaes 60, 000 | 277 
4 Total, housing, utilities, and miscellaneous.................-----|----------- 371, 315° 
; ————————SSS=—.- oo = ————_—_—_—_— 
Grand total, establishment of air navigation facilities. .........-|.....------ 40, 000, 000 la 
1 Local. 
; 
t a ae sat s ‘lied 
Mr. Preston. This is a request in the amount of $40 million, an 
increase of $24 million over the 1956 appropriation. Do you have a 
general statement on this or not? We have discussed this pretty 
. generally already. 
3 ry. rT . . . . 
: Mr. Triprets. We have discussed it in some detail, and due to the 
: 


increased volumes of traffic, and the increased complexity of the airway 
systems this appropriation is an accelerated program for moving 
ahead as rapidly as possible on further implementation of equipments 
and facilities which will eventually enable the CAA to catch up and 
cope with the air-traffic problems of the United States. 
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TRANSFER OF FUNDS FROM OTHER GOVERNMENT AGENCIES 


Mr. Preston. In view of the fact that we went rather thoroughly 
into this on yesterday and in order to avoid a lot of repetition, we will 
ask only 1 or 2 brief questions about this appropriation. We would 
like to have explained this transfer from the Air Force and Navy as 
found on page 254. Mr. Basnight, do you want to comment to that? 

Mr. Basnicur. Yes, sir; the work involved here is installing the 
equipments that in 1956 the Department of Defense has made funds 
available for and asked us to do the work. It involves primarily the 
installation of ultrahigh frequency communications equipment. It 
is comparable in nature to the item discussed under the heading: 
“Operation and Regulations’ where there is both military and civil 
interest in the types of equipment and services and it is of such urgency 
that the military have allocated their funds for the work in the. past. 
They are truly of the character of item that are requirements of com- 
mon civil/military airways system and the budget here reflects the 
transition toward having them budgeted for under the CAA. 

Mr. Preston. This is similar to the situation we talked about 
yesterday where the amount will be a direct appropriation rather than 
a transfer. 

Mr. Basnicur. That is correct, sir. 


VERY HIGH FREQUENCY OMNIRANGES PROGRAM 


Mr. Preston. Now, with reference to the very high frequency 
omniranges that you propose to establish, 76 of them, according to 
figures given on page 262, there is a request of $6,: 352,000 for this 
purpose which will figure out about $83,000 a piece. It seems to us 
that some time ago when you were installing such equipment that the 
cost was in the neighborhood of $38,000. 

Mr. Trepers. I have the detailed breakdown as to the cost of these 
facilities and the electronic equipments which has gone up over the 
years. This is an accurate figure based on the latest procurement 
that we have made with the manufacturers. 

Mr. Preston. Did they cost $38,000 in 1954? 

Mr. Trperets. That figure does not ring true to me; no, sir. In 
1954 I think we were probably paying somewhere in the area of 
$70,000 for a complete installation. That is, the building, the engine 
generators, the transmitters, both main and standby, and the other 
components that make up a full omnirange facility. I might say, 
Mr. Chairman, these ranges are as urgently required as the rest of 
the facilities requested in this appropriation to create more tracks 
for the aircraft to fly on to relieve some of the congestion we now 
have in the system. If I could just again state that this program 
has been thoroughly coordinated with military and civil users of the 
airspace and has the full support of the Air Force, the Navy, and the 
RTCA which is the industry group reviewing Government programs 
from a technical point of view. This has unanimous support of all 
those agencies as being urgently required as a minimum effort to get 
started on the expansion that is needed. 
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ADDITIONAL CONTROL TOWERS AND CENTERS PLANNED FOR 1957 


Mr. Preston. How many additional control towers and centers 
do you plan to establish under this appropriation? 

Mr. Tiprets. There are no new additional centers in here, Mr. 
Chairman. We do plan to decentralize a part of the Los Angeles 
and Albuquerque centers to Phoenix. It will be a subcenter of those 
two centers. In the case of airport traffic control towers, 17 new 
towers. 

Mr. Preston. Have we seen that list yet? 

Mr. Tiprets. | have it here. 

(The information referred to follows: ) 


C. Arr Trarric ControL TOWERS AND CENTERS 
AIRPORT TRAFFIC CONTROL TOWER SERVICES 


1. Establish airport traffic control services at airports (17), $1,401,700 


Establishment criteria: 24,000 annual interstate operations. 

All 17 locations either now meet or are expected to meet criteria within time 
equipment can be purchased and installed. These 17 locations are all such 
places that fall in this category at the present time. 


Current annual Current annual 
Location: interstate operations | L.ocation—Continued interstate operations 
Columbus, G@...5.<...00< 28, 548 Roektord, iil.......... 89, 250 
SONI Bi! ie ck isnicimieneceay tats, ee Salem, Oreg_ Fe Hane wake, Je 
MAIO. Di. WOK. 6. oa% susan ep ee Santa Fe, N. Mex........ 23, 251 
Fayetteville, N. C_..._.... 21, 528 St. Joseph, Mo_-__--- ; jaa tae 
Benue. 2. Mes. <0... 46,742 Stockton, Calif____ ww 2OSS46 
Lafayette, La__-_--- .... 24, 024 Utica, N. Y 5 idioma’ ey Oe 
Longview, Tex_._.....__. 16, 640 Westfield, Mass._____.____ 21, 913 
Lynchburg, Va__...-..... 29, 000 Worcester, Mass_ _- =, Qe ma 


DOT NG 6 si oh cis tts ie mine's 20, 228 


Mr. Preston. Was that the one we saw yesterday? 

Mr. Tiprets. This is the list of 17 towers requested in this budget. 
There have been some additions to this list because as traffic increases 
we try to accommodate them. We have a formula or criterion for all 
of our terminal facilities. When traffic reaches certain proportions 
there is need for the Federal Government to step in and assume 
responsibility for providing traffic control and communications for 
interstate air commerce. 


CRITERIA FOR ESTABLISHMENT OF CONTROL TOWERS 


Mr. Horan. Mr. Chairman, could we have that formula enlarged? 

Mr. Trprets. I have it here in brief form. 

Mr. Preston. Is it lengthy? 

Mr. Trprets. No, sir; it is not. It is about two pages long. 

Mr. Preston. Could we put that in the record, Mr. Horan? 

Mr. Horan. That would be fine. I think we should have it in the 
record. 

Mr. Preston. Make a note of that and put it in the record. 

Mr. Horan. It might save us a little trouble. 

(The requested information follows:) 


CAA CrITERIA FOR AIRPORT TRAFFIC ConTROL TOWERS 
A. Criteria 


Establishment.—An airport with 24,000 or more total annual itinerant and air 
carrier aircraft operations qualifies for CAA airport traffic control service. 
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Discontinuance.—CAA airport traffic control service will be discontinued at 
locations having less than 18,000 total annual itinerant and air carrier aircraft 
operations. 


B. Discussion of criteria 


The combination of annual air carrier and itinerant aircraft operations at the 
airport was selected as the criterion for airport traffic control service because this 
figure provides a basic direct measurement of the nonlocal activity at an airport. 
This selection was based in part on the Senate report titled, ‘‘National Aviation 
Policy,’”’ which stated in part: ‘‘Control towers serving interstate commerce, 
where the traffic justifies, should be included in the Federal system * * * Only 
density of traffic flow in interstate commerce should determine locations’ (see 
Recommendation No. 20 of 8S. Rept. No. 949, 80th Cong., 2d sess.). 

A sufficient volume of local aircraft operations could, of course, result in a 
traffic control problem and therefore create a requirement for airport traffic control 
service. No volume of local traffic, however, justifies provision of such service 
by the CAA. Where traffic problems exist solely due to the volume of local air- 
craft operations, the solution to the problem is the responsibility of the local 
agency concerned. 

Consideration was given to making the number of annual instrument approaches 
a factor in measuring the need for airport traffic control service, but a study of 
several possibilities of combining total instrument approach counts with total 
air carrier-itinerant aircraft operations showed that the relationship of the instru- 
ment approach factor was inherent in the criterion. 

The need for tower service is measured in terms of the total annual number of 
operations (takeoffs plus landings) of aircraft of the following two categories: 

(1) Air carrier (scheduled and nonscheduled) ; 

(2) Itinerant (civil and military). 

Local operations of civil and military aircraft are not included in the count of 
aircraft operations. A local operation is an operation by those aircraft which— 

(a) operate in the local traffic pattern or within sight of the tower, 

(b) are known to be departing for or arriving from flight in local practice 
areas, or 

(c) execute simulated instrument approaches (or low passes) at the airport. 

The activity level of 24,000 annual air carrier-itinerant aircraft operations 
as the point at which tower service should be established was chosen for the 
following reasons: 

(a) Above this annual level, density of aircraft operations during peak 
periods requires control for safety purposes. 

(6) Annual air traffic volume above this level usually occurs only at air- 
ports serving air transportation hubs. By definition, hubs have a significant 
volume of traffic, the efficient handling of which is important to the entire 
en route air navigation system and the flow of traffic along the airways. 

(c) This establishment point is low enough to qualify the medium hub 
with the minimum air carrier-itinerant operations. No CAA tower estab- 
lishment point should be so high as to exclude a medium hub. 

(d) The establishment point is high enough to exclude nearly all airports 
serving communities with minimum traffic, as well as small hubs with a 
typically small number of itinerant-air carrier operations. 

The figure of 18,000 annual air carrier-itinerant aircraft operations as the level 
of activity below which tower service would be discontinued was selected for the 
following reasons: 

(a) The cutoff includes each tower now operating in an air transportation 
hub and excludes the ones in nonhub communities, thus separating locations 
with significant air traffic from those with non-significant air traffic. 

(b) Above this annual level, density of aircraft operations during the peak 
periods remains near the activity level that requires tower control for safety. 

(c) The spread between the establishment and discontinuance of towers 
prevents the temporary removal of a Federal service from a community 
and the air transportation system due to minor or unusual variations in the 
number of annual air carrier-itinerant aircraft operations. By maintaining 
a stable tower program, the CAA minimizes personnel problems and ex- 
penditures. 


INTERMEDIATE LANDING FIELDS 
Mr. Preston. In connection with the item of intermediate landing 


fields, on yesterday we were eliminating intermediate landing fields. 
Now we have an increase of $170,000? 
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Mr. Tiprets. That is for the Nome, Alaska, intermediate landing 
field which we took over from the military at the close of World War II 
and it has deteriorated to the extent that some repair must be made 
so that we can handle traffic at the place. 


REHABILITATION OF HOUSING 


Mr. Preston. Where are you building housing? 

Mr. Basnicut. Guam Island is the principal place we are building 
housing and it is really a rehabilitation of housing provided during 
the war by the Navy Department. They are moving out of an area 
and we are asking for funds to rehabilitate the housing they have 
abandoned and use the structures for our purposes. 

Mr. Preston. You need good housing out there. 


PURCHASE OF AIRCRAFT FOR FLIGHT INSPECTION WORK 


Mr. Yates. I notice an item here of $6 million for the purchase of 
5 aircraft. What kind of planes will these be? 

Mr. Tippets. We are talking of pressurized aircraft of the Convair 
class. However, we will complete a study that has been very thor- 
ough and decide on the exact type that will best fit our needs for 
flight inspection work. I would like to talk just a second to this item. 
The CAA is still using DC-3’s and Beechcraft for flight inspection 
work and we are generally checking our facility at 7,000-, 8,000-, and 
9,000-foot level at considerable strain. The traffic as we discussed yes- 
terday has moved upwards. The need for laboratory analysis of signal 
strength, signal vagaries, interference, and other problems and possible 
malfunction of our facilities is needed in the area where people are 
flying. Pressurized aircraft will enable us to cover this in the areas 
from 10 to 24,000 feet, giving us a more representative area of where 
actually the flying is now taking place. 

Mr. Yates. Does this price include complete instrumentation for 
the planes? 

Mr. Tiprets. In the estimates, sir, our figures for both the elec- 
tronic equipment needed for the analysis work and for the aircraft 
themselves. 

Mr. Yates. What will the total cost be of the planes and instru- 
ments? This says $6 million? What will the total cost be? 

Mr. Tippets. I have all that here. 

Mr. Basnicut. This $6 million, sir, would include the capital invest- 
ment, total capital investment in the plane. 

Mr. Yates. I know that. 

Mr. Basnicut. The operating cost would be over and above this 
item. We will not get these aircraft into operation in 1956. 

Mr. Yartrs. Does $6 milion include the capital cost of the instru- 
ments that go into your flying laboratories? 

Mr. Basnieut. It does. 

Mr. Yares. Then this is both planes and equipment? 

Mr. Basnicut. Yes, sir. 

Mr. Yates. I got the impression, Mr. Tippets, that there was an 
additional 

Mr. Tippers. Mr. Basnight is correct. 
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COMPARISON OF COSTS OF VERY HIGH FREQUENCY OMNIRANGES ESTAB- 
LISHED IN 1954 AND THOSE PLANNED FOR 1957 


Mr. Preston. Just one other question—back to this difference in 
the cost of the very high-frequency omniranges. Is there any differ- 
ence in the type of omnirange you plan to install in 1957 and that 
you were installing in 1954 called terminal high-frequency omni- 
ranges? 

Mr. Basnicut. Yes, sir. The terminal type is a small unit. 

Mr. Preston. And cheaper? 

Mr. Basnicut. Yes, sir. 

Mr. Preston. That is all I want to know. 


IMPORTANCE OF CAA OPERATIONS TO THE MILITARY DEPARTMENTS 


The committee is in receipt of statements from the United States 
Navy and Air Force Departments stating the importance of CAA 
operations to their Departments. We will include them in the record 
at this point. 


Navy Position In Support oF Civin ABRONAUTICS ADMINISTRATION Fiscau 
YEAR 1957 BupGET FOR PRESENTATION BEFORE HovusE AND SENATE APPRO- 
PRIATIONS SUBCOMMITTEES, SUBMITTED BY Vice ApM. P. 8S. Comss, Deputy 
CurieFr oF NAVAL OPERATIONS (Arr) 


I would like to express my appreciation to this committee and to the Depart- 
ment of Commerce for the opportunity to comment on the fiscal year 1957 plans 
and programs of the Civil Aeronautics Administration. As you know, the Federal 
airways system and its capabilities are at times of great interest to naval aviation 
in its air operations. 

At this time it is appropriate to convey to you the broader aspects of the 
Department of the Navy’s philosophy and requirements for the United States 
air traffic control system. We feel that— 

1. The air traffic control system must be made capable of a high degree of 
safety and also of providing for the expeditious movement of many times the 
amount of traffic existing today. 

2. The system must recognize different classes of users, different operating 
characteristics of aircraft, and differing equipment and pilot capabilities. 
Service must be provided to all users compatible with their respective needs. 

3. Procedures and methods must be employed to eliminate the see-and-be- 
seen principle as a basic method of separating supersonic aircraft. 

4. Positive control (separation of all aircraft) in high-density terminal 
areas at all times is considered mandatory since, in the terminal areas, all 
types of air traffic must of necessity utilize common airspace. 

5. This broad philosophy recognizes that the United States air traffic 
control system must provide services adequate both for the military services 
and for air commerce. 

Air traffic control service as provided by the existing system has been inade- 
quate since World War II. I fee! that this can be best explained by the fact that 
aircraft capabilities have increased tremendously since World War II, while the 
air traffic control system, even though improved and expanded, has lagged behind. 
Not only have the operating characteristics of the aircraft increased but the 
number of aircraft configured to fly in bad weather and the number of pilots 
qualified to operate these aircraft have increased manyfold. The mission of the 
military services to conduct offensive and defensive operations regardless of 
weather conditions has become paramount, while aircraft operating in air com- 
merce—passenger, cargo, business and private—have increased their all-weather 
operations. A large portion of the air traffic today both civil and military is 
different in nature from the traffic handled in the past. Higher speeds, higher 
operating altitudes, and descent rates, restricted endurance at low altitudes, and 
an ever-increasing number of aircraft operations reduces the capacity of the 
present system of air-traffic control. 

These factors alone, in my opinion, are justification for major improvements 
in the air traffic control system. Unfortunately, the fact that the newer types of 
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aircraft must of necessity operate in common airspace, particularly in high- 
density terminal and en route areas, with large numbers of lower speed propeller- 
driven aircraft further complicates the problem. 

It is my belief that the current air traffic control system cannot regain the 
ground lost in the last 10 years and catch up with and remain abreast of the 
operational needs of the users in 1, 2, or even 5 years. To catch up with the 
needs of users will require research, development, and evaluation programs to 
produce the equipments, techniques, facilities, and procedures required to provide 
the needed services including the application of automation to this field. This 
problem must immediately be attacked and supported by all aviation segments, 
Government and industry, if the projected air operations for 1965 are to be 
realized. 

In the interim, major improvements can be made to the present system by em- 
ploying the equipments, techniques and procedures embodying the latest develop- 
ments in this field. The general areas to which I refer are: 

1. The application of radar air traffic control in high density terminal 
areas (airport towers), high density en route areas (CAA centers), and at the 
higher altitudes over substantially the whole United States (CAA centers and 
CAA operation of certain military radars). 

2. The improvement of the communications capabilities include the exten- 
sion of peripheral communications facilities. 

3. Completion of the VHF omnirange (VOR) navigation system to provide 
additional routes in highly congested areas and to complete the lower altitude 
coverage on several routes. 

4. Provide for positive control of essentially all airspace at higher altitudes 
at all times. 

5. Provide secondary radar (Air Traffic Control beacon system) in high 
density areas to assist in the identification of aircraft appearing on ATC radar 
indicators. 

6. Improve the system of flight posting and flight following currently em- 
ployed in air route traffic control centers. 

The establishment of air navigation facilities (EANF) portion of the fiscal 
year 1957, Federal airways program, includes items to improve the air traffic- 
control system in line with the above areas of needed immediate improvement. 
All of the items included in this $40 million, fiscal year 1957 EANF program have 
been concurred with by the Air Coordinating Committee and are further endorsed 
by the Navy. 

With respect to the operation and regulation (O. and R.) portion of the fiscal 
year 1957 Federal airways program, it is equally important to provide for the con- 
tinued operation of required existing facilities as it is to provide for the new facilities 
in the EANF portion of the program. Since naval aviation is directly affected by 
the operation of the Federal airways, the $111 million O. and R. portion of the 
Federal airway program is supported by the Navy. 

My staff has worked closely with the Civil Aeronautics Administration for 
the past few months in preparing the Federal airways fiscal year 1957 EANF 
program. The Department of Commerce has thoroughly coordinated the EANF 
portion of its program in the Air Coordinating Committee. The Department of 
the Navy appreciates having had the opportunity to work on this matter with 
the CAA and in the ACC and considers it to be an excellent effort to provide the 
services needed by the military and civil users of the air space. It is further 
considered that the coordination of the CAA program with the military has re- 
sulted in a better balance between the programs of all agencies in the field of air 
traffic control and navigation with the result that the overlap and duplication 
between the civil and military programs have been reduced to a minimum, 


J. Gen. KENNETH P. BerRGQuist, DIRECTOR OF OPERATIONS, 


TESTIMONY BY Maj 
DCS/O, HeapquarterRs, UNITED States Arr Force 


I am Maj. Gen. Kenneth P. Bergquist, the Director of Operations, DCS/O, 
Headquarters, United States Air Force. I am testifying in regard to Air Force 
requirements as they pertain to Civil Aeronautics Administration operations 
during fiscal year 1957. As such, I am speaking in support of that portion of 
the CAA budget request involving the control of air traffic, the navigational aids, 
communications, radar, and other facilities upon which the air traffic control 
system is based. Specifically, this portion of the CAA budget is in two parts: 

1. Operation and regulation of Federal airways for fiscal year 1957 in the 
amount of $111,099.000; and 

2. Establishment of air navigation facilities in fiscal year 1957 in the 
amount of $40 million. 
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I shall speak of Air Force requirements in respect to the above items as though 
they were one package, for together they represent the minimum required for the 
operation of the Federal Airways System in fiscal year 1957. 

The CAA has done a remarkable job of handling a tenfold increase in air traffic 
since the inception of the Federal airways system; but in the last few years, 
it has not been able to keep pace with the rapidly increasing requirements placed 
upon it by both military and civil aviation. The load placed on the air traffic 
control system has been generated by— 

1. The greatly expanded volume of air traffic, both civil and military; and 
2. The sharply increased operating speeds and other critical performance 
characteristics of Air Force jet aircraft. 

The Air Force has grown from 70 wings in 1948, to 128 wings today, and is 
programed to reach 137 wings by June of 1957. Jet aircraft have been coming 
into the Air Force inventory in growing volume for almost a decade. Our combat 
force will soon be 100 percent jet-equipped. Supersouic aircraft are now with us 
in great numbers. 

Jet operating characteristics such as high cruising speeds, high operating 
altitudes, and high rates of climb and descent have complicated and overtaxed 
traffic control capabilities. The results are compounded delays for our own and 
other aircraft operating in the system. 

Many air route traffic control centers have not been able to accept instrument 
flight clearances for excessive periods of time resulting in numerous departure 
delays, and in some cases cancellation of entire missions, 

Large groups of aircraft scheduled to depart on specific missions have been de- 
layed excessively in spite of the fact that their instrument clearances had been 
coordinated days in advance. 

Experience has demonstrated that the capacity of the air traffic control system 
must be expanded, and expanded as rapidly as possible. The defense mission 
of the Air Force is being hindered by the lack of adequate system capacity. 

All in all, the delays which are being experienced by the Air Force can be cal- 
culated in terms of millions of dollars annually. 

The record shows unquestionably that safety in the air traffic control system 
has attained a high degree of success. However, the success in safety has been 
achieved through sacrifices in flexibility and capacity of operation. Expeditious 
movement of air traffic has been far from a reality. 

The capacity of Federal airways must be increased to provide better control 
at high altitudes as well as in high density terminal areas. The budget request 
provides for improvement in this respect. 

Not only must the Federal airways be sustained and augmented for its increased 
workload to the extent indicated, it must be expanded by the establishment of 
new facilities. The CAA submitted a plan to the Air Coordinating Committee 
for improving elements of the Federal airways system during fiscal years 1957 
through 1961. The Air Force, as a member of the Air Coordinating Committee, 
supported the CAA 5-year program. The plan includes increased uses of radar, 
more navigational aids, and better communications. All are needed urgently. 

Actually, the Air Force feels that much more should be done during fiscal year 
1957. However, in recognition of the overall job to be done and the time element, 
the Air Force agreed with other members of the Air Coordinating Committee 
that the CAA 5-year plan represented a minimum essential program. 

In summary, the CAA must be given the wherewithal to accomplish the func- 
tion which by statute is its alone. In addition, these functions must be accom- 
plished in such a manner that the mission of the Air Force is not hampered. The 
CAA budget request for fiscal year 1957 is a big step in this direction. 


275 


GRANTS-IN-AID FOR AIRPORTS (LIQUIDATION OF CONTRACT 


AUTHORIZATION) 


Program and financing 


| 1955 actual 





1956 estimate | 











1957 estimate 
Program by activities: 
Grants for construction of airports (total obligations) -.....|...........--- | $15,000,000 | $75,000. 000 
I Sot ists 5 ce Rie kb ta at beeen dkidin nn cudeablalbnadendeinhanauits ee olde a 
Unobligated balance brought forward: 
in an ce OUnieeunnn db tectwasennsee a ..| —27, 500, 900 
Unobligated balance carried forward: | | 
CemGract GIETIOTIORTION. . 2c dnc ccc sccsccencccccess sis Raictalielia ta maiiecal | 27, 500, 000 | 15, 500, 000 
3 Contract authorization (permanent) ............-.--|....-------.-- 42, £00, 000 | 63, 000, 000 
| = i aa — a 
STATUS OF UNFINANCED CONTRACT AUTHORIZATION 
Unfinanced balance at beginning of year_.............-- sane teeeeteaiiataiaite tae | eae $42, 500, 000 
Contract authorization (permanent) -......--- Leb vedbeiadsnbeaeuadess space | $42, 500, 000 * 000, 000 
Unfinanced balance at end of year. .........................-- chiaeietee seal — 42, 500, 000 } — , 500, 000 
Appropriation to liquidate contract authorization ------ SEA 30, 000, 000 


‘ 
' 
‘ 
‘ 
' 
‘ 


Obligations by objects 








11 Grants, subsidies, and contributions: 
DUN siti cetbed ied eet LS a Sit die oe wae alas $15, 000, 000 
Gils bie sGainncoktdud sbdpincdiintbieicnnditisiibho’ 75, 000, 000 
Budget authorizations, expenditures and balances 
| 1955 actual | 1956 estimate | 1957 estimate 
| | een. jk) 

BUDGET AUTHORIZATIONS AVAILABLE | 
SRS ad 3 oe date hs see ea ss Hh eae = f $30, 000, 000 
Applied to contract authorization... hinted enameled | —30, 000, 000 
Contract authorization (permanent ‘definite (69 Stat. 441))__ ) eee 63, 000, 000 

Balance brought forward: 
Unobligated: Contract authorization. .._......-....--.--- Drees ek J oe ee | 27, 500, 000 
Obligated: Contract authorization.-............-..--..--.-- sete | 15, 000, 000 
Total budget authorizations available._....... ..----- 42, “500, 000 105, 500, 000 
EXPENDITURES AND BALANCES i Reef y 7 
| 
Total expenditures (out of current appropriations to anamonn ate | 
prior year contract authorizations) --.......--.---- sed 30, 000, 000 
Balance carried forward: 
Unobligated: Contract authorization-..-- caxiard ele cada ameaotates 27, 500, 000 15, 500, 000 
Obligated: Contract authorization---_~--- ere 15, 000, 000 | 60, 000, 000 
‘Total expenditures and balanees.............55.-..<.....)........ 42, 500, 000 105, 500, 000 


SUMMARY JUSTIFICATION DATA 


| Mr. Preston. The next item isgrants-in-aid for airports to be found 
on page 31 of the committee print, page 278 of the justification. 
We will insert in the record at this point pages 278 and 279. 


(The pages referred to are as follows.) 
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Summary of requirements 
Appropriation, 1956-- - osibabducki 


Base for 1957__---- 
Net difference, 1957 over 1956: 


l } 
Requirements Difference, 





By activity a ae _____ | vinecrease (+) 
] or 


| 
| 1956 adjusted | 1957 estimate | decrease (—) 





Liquidation of prior year contract authori- | 
zation.._.- $30, 000, 000 |+-$30, 000,000 -+-$30, 000; 000 


| | om: 





Total estimate of appropriation, 1957_.....-..---.-- s ; 30, 000, 000 
I. GENERAL JUSTIFICATION 


Public Law 211, 84th Congress, authorized the Secretary of Commerce to 
obligate by the execution of grant agreements $42.5 million for fiscal year 1956, 
and $63 million for each of fiscal years 1957, 1958, and 1959. CAA has ‘developed 
the new standards, procedures, regulations, etc., required by Publie Law 211 and 
will be prepared to enter into grant agreements under this authorization on or 
about February 1, 1956. It is also planned to announce the program allocations 
for fiseal year 1957 approximately 3 months prior to the beginning of the fiscal 
year in order to accelerate the execution of grant agreements. 

No funds have been appropriated for expenditure purposes under Public Law 
211, and it is estimated that $30 million will be required during fiscal year 1957 
for partial and final payment of obligations incurred under the program authorized 
by the 84th Congress. This estimate is based upon experience gained during 
prior year operations of the Federal Airport Act. Based on present program 
plans the total grant agreements entered into during fiscal years 1956 and 1957 
will approximate $90 million. While a part of this will be placed under coa- 
struction during 1956, the major portion of work will not commence until the 
spring and summer of 1957. Using an average expenditure lag of 14 months 
from the time obligations are incurred, it is estimated that progress payments to 
be made during various phases of construction, as well as final payments for land 
acquisition type agreements will require $30 million during fiscal year 1957. 

Funds currently appropriated for airport grants are not available for liquidation 
of contract authorization under this heading during fiscal year 1956. Although 
obligations will be incurred under contract authorization in 1956, expenditures 
for such obligations will be made during fiscal year 1957. The following summary 
indicates the aggregate estimated liquidation cash requirements based on present 
program plans: 


Fiscal year 1957 summary of liquidation cash requirements 


, : 
| Cumulative 
“ a | total re- 
1956 1957 | quirements, 
| 1957 


——q“— -—-  —-—- -— — — —_—— -- od - — ———| 


$63,000,000 | $105, 500, 000 





Contract authority. _-.....-.-.-- estates thiatdeeinhhd ass-aee--| $42, 500,000 
Estimated obligations__-___------ ec ete dicks wee eee ie . 15, 000, 000 75, 000, 000 90, 000, 000 
Estimated expenditures _- i a a ae ee 30, 000, 000 | 30, 000, 000 
Liquidation cash requirements. Dich hacen ae wehkad aaah bys beret tend hls -| 30, 000, 000 30, 000, 000 


Mr. Preston. This: request is in the amount of $30 million for 
liquidation of contract authorities granted by Public Law 211 of the 
84th Congress. The committee is very familiar with the program. 
If you have a general statement, you may file it for the record at this 
point. 

Mr. Howe .-. I have no general statement other than that the $30 
million liquidating cash was arrived at on the basis of studying the 
past history of the program, as it relates to the need for cash to 
liquidate obligations. 





j 
j 
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Mr. Preston. We have already gone into that subject to some 
extent in the other discussions previously this morning. I wish you 
would make or prepare a statement and put it in the record on the 
following information: What amounts of contract authority the 
Public Law 211 provides for 1956 and subsequent years. 

No. 2, what size program did you announce for 1956 and when? 

No. 3, what grant agreements have you actually entered into to 
date? And what do you estimate will be the number of, and the 
amount of grant agreements by June 30? 

(The figures asked for are as follows:) 


(1) Contract authorization provided under Public Law 211 


ee ee lca cileewuauustausavoeasaconan $42, 500, 000 
EY I, bs gk Sth BU ou fe rene brie wine atime a dade _ 63, 000, 000 
I ON Ba ae tl cree or re aris walle bw Gd ad 63, 000, 000 

63, 000, 000 


Sateme tates wares leala arn tos aie 231, 500, 000 


(2) Size of program in fiscal year 1956 under Public Law 121 appropriated funds 
and Public Law 211 contract authorization 


al 
| 








‘ Contract 
Appropria- : —"7 
tion Public ——. | Total 
Law 121 1 
ietiemiebenlatentiticleasientagiesilmcaaaianscebaeiaiackelaleacaeall ; - = mil 

Date of program announcement...._..__.....- | Aug. 10,1955 | Feb. 9, 1956 
Federal funds programed -.-__._._......-...--- $19, 890,602 | $39, 637,124 | $59, 527, 726 
Total number of projects in program aes | 206 | 325 | 531 
Amount of grant agreements executed as of Feb. 29, 1956___- $3, 247, 468 | 0 | $3, 247, 468 
Number of grant agreements executed as of Feb. 29, 1956 19 | 0 19 


Amount of additional grant agreements to be executed in fiscal | 
year 1956 (estimated) _ _- 

Number of additional grant agreements to be executed in fiscal 
year. 1006-(estimated) «....6.....5..660265<2....- aS ; 


$15, 000, 000 | $31, 643, 134 
| 
187 100 | 287 


$16, 643, 134 





Any questions on liquidation of contract authority? 
(Discussion off the record.) 


MAINTENANCE AND OPERATION, WASHINGTON NATIONAL AIRPORT 


Program and financing 





: - a — - 
1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
$1, 133,627 | $1, 156, 060 | 








1, Maintenance, operation, and protective services_--- $1, 284, 620 
2. Administration... ..-__- Se eratehi digress 234, 554 | 233, 940 | 215, 380 
Total obligations. ...- or j 1, 368, 181 | 1, 390, 000 | 1, 500, 000 
Financing: 
Unobligated balance no longer available. - - - - | 1, 675 | 
Appropriation (adjusted) - ---- --- : i. 369, 856 | 1, 350, 000 1, 500, 000 
Proposed supplemental due to pay increases - - - - at 40, 000 





| 
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Obligations by objects 


Object classification 1955 actual 


Total number of permanent positions 255 
Average number of all employees 247 


Number of employees at end of year 240 


Average salaries and grades: 
General schedule grades: 
Average salary $4, 254 
Average gr ade_. GS-5.2 


— Ungraded positions: “Average salary $3, 375 


1956 estimate 


244 
227 
218 


$4, 597 
GS8-5.3 
$3, 970 


1957 estimate 





01 Personal services: 
Permanent positions__---- 5 $936, 150 
Regular pay above 52-week base 3, 600 
Payment above basic rates 32, 680 


III IN a ois innndnor ise obeeorienaannsia 972, 430 


Travel 599 
NR I as cdo awaasinendaieamnal 179 
Communication services 11, 137 
Rents and utility services_- . - 157, 840 
Printing and reproduction ° 185 
Other contractual services 51, 206 
ace eens esbaianeoneenie 153, 195 
Equipment. --- 19, 719 
Taxes and assessments... -- catistiilecbembnmes beenmt 1, 691 


RE I 2 oie na a aiinihiatemaemms ca karmic tas 1, 368, 181 





|——____— 


$962, 916 
7, 436 
37, 353 


1, 007, 705 





Budget authorizations, expenditures and balances 


1955 actual 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation $1, 350, 000 
Transferred from “Ship mortgage-foreclosure and forfeiture 
contingencies, maritime activities’ (69 Stat. 240) 19, 856 


1956 estimate 


Adjusted appropriation --- 1, 369, 856 


Proposed supplemental due to pay increases 
Obligated balance brought forward. 
Increase in prior year obligations 


Total budget authorizations available 1, 516, 769 


1, 538, 345 


1957 estimate 








EXPEDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. -__.........-....-.---------- 1, 219, 844 
Out of anticipated supplemental anneepsiotion 


Out of prior authorizations 146, 506 


Total expenditures_- 1, 366, 350 


Balance no longer available: 
Unobligated (expiring for obligation) -- ‘ ‘ 1, 675 
Other 399 
Obligated balance carried forward 148, 345 


Total expenditures and balances 1, 516, 769 


1, 196, 655 
38, 000 
148, 345 


1, 383, 000 


155, 345 
| 1, 538, 345 


155, 345 
1, 655, 345 
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SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item we will take up is the maintenance 
and operation of Washington National Airport found on page 35 of 
the committee print, page 280 of the justifications. We will insert 
in the record pages 280 and 281; also the bottom of page 283, captioned 
“Operational Highlights.” 

(The pages referred to are as follows:) 


Summary of requirements 


es Ba oi nce ctssacccnaenense aa se ar tetera eral or a a I $1, 350, 000 
Proposed supplemental due to pay increases 40, 000 

od es cara aied ol ehaied cael ie seed onl wii weieala ia napa 1, 390, 000 
Deduct: Nonrecurring costs ; —3, 798 


Base for 1957_-- 
Net difference, 1957 over 1956: 


Requirements Difference, 


By activity pomest? 
1956 1957 . 
| adjusted | estimate 


crease (—) 


panna 
Maintenance, operation, and protection.......---- $1, 153, 928 | $1, 284,620 | +$130, 692 
Administration 232, 274 215, 380 | — 16, 894 





Gross requirements 1, 386, 202 | 1,500,000 | +113,798 +113, 798 


ie 





Total estimate of appropriation, 1957 ; 1, 500, 000 
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Operational highlights 


| 
1955 actual | 1956 estimate | 1957 estimate 


Trea movomenté.. :.; ....4..........2- ‘ 212, 694 230, 000 | 235, 000 
a ers chk erin gph aint ainsi ab ane ed 3, 404, 302 3, 800, 000 | 4, 000, 000 
General public visitors (estimated) ; ae 5, 300, 000 5, 800, 000 | 6, 000, 000 
Revenues from operations_....-.------ : . : $2, 032, 965 $2, 140, 000 $2, 281, 000 
Direct expenses for operations $1, 368, 181 $1, 390, 000 | $1, 500, 000 





ANALYSIS OF REQUESTED INCREASE 


Mr. Preston. This is a request for $1.5 million. It represents an 
uncrease of $113,798. 

Mr. Lowen. This request is for $1.5 million to finance continuation 
of the present standards of maintenance of the airport, including its 
buildings, runways, and grounds, plus the operation of utilities and 
provision of police and fire protection. 

The first item of increase is for utilities; $73,000 is requested for 
additional utilities associated with newly constructed facilities and for 
the operation of Public Roads buildings formerly financed by the 
General Services Administration. The use made of these utilities, 
primarily steam and electricity, increase in proportion to the amount 
of space and use of the facilities. The amounts consumed and the 
cost rates are not directly controllable. 

For maintenance and equipment an increase of $58,310 is requested. 
Of this $10,330 is for routine work to be performed on a contracted 
basis. The work involves periodic repairs on the runways, aprons, 
ramps, and taxiways. The request includes $8,000 for special mainte- 
nance projects including lighting improvements in the terminal lobby; 
$23,000 for a steam condensate tank, a larger electric transformer, and 
replacing the top of a steam vault; and $17,160 for specialized equip- 
ment including the replacement of a police car, a trash truck, a dump 
truck and obtaining a new piece of emergency crash equipment that 
will facilitate rapid entry into damaged aircraft. 

These increased costs are partially offset by a net savings of $17,692 
realized by eliminating positions and realinement of staffing resulting 
in a net increase of $113,798 for items that are basically mandatory 
in nature. 

PASSENGER MOVEMENTS AND REVENUES 


The passenger use of the airport is expected to total 4 million in 
1957 and during February 1956 there was realized a 17 percent in- 
crease in the number of passengers over the same month in the prior 
year. 

The revenues realized by the Federal Government from the opera- 
tion of this airport are expected to total $2,281,000 in 1957. 


ROUTINE REPAIRS AND SPECIAL MAINTENANCE PROJECTS 


Mr. Preston. There are two discrepancies in your statement and 
the justifications. Routine repairs, the justification said $10,130. 
You said, $10,300. What did you say for special maintenance project? 

Mr. Lowen. $10,330. 

Mr. Preston. Special maintenance or routine repairs. 

Mr. Lowen. Routine repairs. 
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Mr. Preston. For special maintenance, what did you say? 
Mr. Basnicut. The item here is categorized in somewhat different 
form. The figures check out in the total. 


AIRPORT REVENUES FOR 1955, 1956, AND 1957 


Mr. Preston. Do you have a statement of the operation of the 
airport that you can furnish the committee at this time? 

Mr. Basnicut. As to revenues? 

Mr. Preston. Yes. 

Mr. Basniaut. Yes, sir. 

Mr. Preston. We will insert the chart in the record at this point. 

(The chart referred to is as follows:) 


Washington National Airport revenue by fiscal years 


1955 1956 1957 
actual estimated estimated 


Aviation activities: | | | 
Sales and service to aircraft - $27, 166 $30, 000 $32, 000 
Rentals: 
Scheduled airlines 415, 928 | 425, 000 437, 000 
Aviation related organization. -_.............--..---.--- 61, 416 65, 000 67, 000 
Government agencies . 72, 970 75, 000 78, 000 
I io ctr ctnenitig ininnees ; | 67, 963 | 70, 000 85, 000 
Landing fees..........-- ae 325, 428 | 340, 000 365, 000 
RN alli 2 — iar cneanlneaicnn weiss oceans Pacis 51, 552 | 54, 000 58, 000 


ee ee eee ee ee eee , 022, 423 | | 1, 059, 000 1, 122, 000 





Ancillary activities: 

Auto parking ' 166, 451 175, 000 180, 000 

Food sales ; | 189, 781 205, 000 220, 000 

Insurance : 31, 362 37, 000 43, 000 

Observation facilities _-._- pen ninenaneine sansaaienig renin clgnaacane 33, 999 35, 000 35, 000 

Rentals: 
I i a item ntimabdivabetieced 11, 211 15, 000 15, 000 
Concessionaires 9, 240 | 10, 000 10, 000 
Other 5, 501 | 6, 000 6, 000 

Utilities 250, 345 260, 000 

I eee 2) end ecu aemtiee se aaa ae 56, 759 | 58, 000 

Ground transportation | 167, 703 | 180, 000 

Other concessions-......-..-..---- sauh diiniveceebtaiemdaxaies 88, 189 100, 000 





Total ancillary activities . 1, 010, 542° | 1,081, 000 








Total realized revenue ‘ 2, 032, 965 | 2, 140, 000 
I a ecrtrmam anni oeieinea 113, 206 | 115, 000 


Grand total revenues 2, 146, 171 2, 255, 000 


INCREASE IN LANDING FEES 


Mr. Preston. I understand you raised the landing fees at Wash 
ington ener? Airport. 

‘Mr. Lowen. We have raised the landing fees according to the 
maximum allowable under the present conditions, present contracts. 

Mr. Preston. That still allowed an increase in 1956 of $15,000, 
roughly. 

Mr. Lowen. Yes, sir. 

Mr. Preston. $25,000 estimated for 1957. 

Mr. Lowen. That’s right. 

Mr. Preston. That is the maximum amount you could raise it? 

Mr. Lowen. According to our contract; yes, sir. 

Mr. Preston. I remember the committee went into this very fully 
last year. 
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Mr. Tuomas. The way to avoid all this, Mr. Chairman, is not to 
be so anxious to make these long-term contracts. Where are they 
going to land if not out here? So why tie yourself up with a long- 
winded, long-term contract where you are always behind? 

Mr. Lowen. Perhaps it should be a 3-year maximum, maybe 5 
vears. 

Mr. Tuomas. I don’t know why 5 years. Where are they going to? 

Mr. Yates. They want some protection, too. 

Mr. Tuomas. They are getting plenty. 

Mr. Rotuscuitp. Another way to solve this problem would be to 
get it out of Federal operation completely. 

Mr. Preston. We are getting into something that we are not pre- 
pared to take up at this time. We have an item before us or a request 
from you to run this shop for next year. We are not going to get into 
the question of getting out of business at this time. Let the legis- 
lative committee get into that. 


NET PROFITS 


According to this revenue chart, you are taking in more than it is 
costing to operate the facility, making a net profit of approximately 
$780,000. 

Mr. Basnicut. $781,000, is our estimate. 

Mr. Preston. Do you have any peculiar problems that you want 
to talk to the committee about at Washington National Airport? 

Mr. Lowen. I don’t believe we have any peculiar problems at this 
time. I could mention the Public Roads buildings where we now 
have to pay for utilities, which is going to require an increase in 
budget requirements. 


ALTERATIONS AND IMPROVEMENTS 


Mr. Preston. What progress are you making with the supple- 
mental appropriation? $2.6 million has been approved for alterations 
and improvements. What is the status of that generally? 

Mr. Lowen. That is underway now. We are in the process of 
letting contracts to improve the airport. You are talking about the 
additional ramp area and high-speed taxiway turnoffs. 

Mr. Preston. You have not got around to contracts on that yet? 

Mr. Lowen. No, sir. 

Mr. Basnicur. Most of this construction work, Mr. Chairman, is 
conducted through the General Services Administration. We trans- 
fer our funds to that agency and they let the contracts and do the 
engineering work. It has taken some time to go through the prelimi- 
nary stages but firms are now on the site. The work is in progress. 
Some portions of it have been completed and the total job will be 
completed this calendar year. 

Mr. Preston. What is the reason for the delay? 

Mr. Basnicut. I couldn’t say that, sir, but it has taken some time 
to get the work started. 

Mr. Preston. You had the money approve din August? 

Mr. Basnicut. Approved in August. The GSA was advanced the 
funds in the middle of September, and it has taken from then until 
very recently to have the actual engineering progress through to a 
stage where the contracts could be let. 
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CAPACITY OF THE AIRPORT 


Mr. Preston. I don’t know whether, Mr. Lowen, you have been 
in your position long enough to answer this question or not. Perhaps 
you may have been, but I want to refer this question to the airport 
manager, Mr. Griffin. How long do you think the present facilities, 
ine luding the changes now in process, will meet the needs of this area 
the Washington National Airport facilities? 

Mr. Lowen. Mr. Chairman, I believe that the airport will con- 
tinue to serve the needs of this area for some time to come with the 
improvements that we have made and are making. I think it is a 
matter of record that we do need a new airport to handle the increased 
load of traffic that we anticipate in the next several years. We are 
in a position now where we are getting good utilization of our airport 
and we will be continuing to increase utilization of the airport without 
endangering safety. 

Does that answer your question? 

Mr. Preston. In a way. I think we ought to have a comment 
from Mr. Griffin. 

Mr. Yares. With reference to this last reply, can he tell us how he 
proposes to increase the traffic without endangering safety? What do 
you propose to do in that respect? 

Mr. Lowen. Mr. Chairman, it is a question of which comes first, 
the chicken or the egg, but in this instance air traffic control is the 
main function of increasing traffic into and out of Washington National 
Airport. We can increase the utilization of that airport by a great 
deal when we solve some of our air traffic control problems. That is, 
letting the airplanes in and out of there faster so they don’t have to 
hold so long on the ground. 

So, by our previous message in the budget to you, to explain our 
traffic-control problem, we feel that when we get that licked that is 
going to help us materially on the ground. 

Mr. Yares. Until you get it licked you won’t be able to increase 
your traffic? 

Mr. Lowen. We are working on it all the time, continuously. 

Mr. Yares. I will defer to the chairman. I would like to ask my 
questions later on that. 

Mr. Presron. Mr. Griffin, give us some statistics now about your 
operation out there. How often are you having landings and takeoffs 
now? What is your rate? 


TRAFFIC MOVEMENT STATISTICS 


Mr. Grirrin. We are having approximately 800 operations a day 
in and out and that averages, I believe, about 37 operations an hour 
throughout the 24 hours a day. 

Mr. Preston. Thirty-seven per hour either landing or taking off. 

Mr. Grirrin. And we have peak periods or plateaus from about 
7 o’clock in the morning until about 11 in the evening, or night, and 
from 11 to 6 in the morning or 7 in the morning there is a period of 
where the utilization of the airport is at its lowest. 

Of course, the airlines schedule their planes when people want to 
fly and during that period of the night it is a slack period for them 
so they don’t “schedule the airplanes. 
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Mr. Basnicur. Mr. Chairman, in that connection we have some 
figures here that indicate that the high periods of activity that would 
be largely between 7 in the morning and 10 o’clock at night. We 
have as many as 76 operations in a peak hour from the airport. 
The theoretical maximum capacity of single-runway airport would be 
in the neighborhood of 60 such operations an hour. We are finding 
ways to get more traffic on and off this airport. 

Mr. Preston. What is the highest utilization figure in the United 
States? What airport? 

Mr. Lowen. Sir, Chicago would be. 

Mr. Basnicur. I don’t have the { figure on Chicago. 

Mr. Preston. You think Chicago is higher than Washington 
National? 

Mr. Lowen. By far. 

Mr. Yates. Greater than 76 per hour? 

Mr. Lowen. Oh, yes. You have double runways there, dual. 

Mr. Preston. Of course, that makes a difference. Here under 
certain wind conditions you can only use one runway, is that true? 
And if you have no wind you can utilize more than one? 

Mr. Grirrin. We make a practice of doing that. 

Mr. Preston. Pretty generally? 

Mr. Lowen. With tricycle landing gear it allows us more leeway 
on cross-wind landings than we were able to have before so we can 
use more runways than that even though it creates cross-wind landings 
for the pilots. 

NUMBER AND TYPE OF RUNWAYS 


Mr. Preston. How many runways do you have there? 

Mr. Grirrin. Four, sir. 

Mr. Preston. How many instrument runways? 

Mr. Lowen. One. One ILS equipped runway. 

Mr. Grirrin. One ILS and we are in the process of making the 
second instrument runway out of 15-33, so that will give us two 
instrument runways. 

Mr. Preston. Now as a matter of information, why have we not 
had more than one instrument runway in the past? 

Mr. Grirrin. The aids to the airports were slow in coming along; 
as you know, the ILS came along. We got one on the main runway. 
Then here at W ashington we had wanted to set up an ILS on 33-15 
for some time but we were having a little problem with noise over 
Georgetown with bringing the airplanes down to a minimum allowable 
under those landings systems. It required flight over congested areas 
of Georgetown. 

Mr. Lowen. Known as the Georgetown slot, and people in that 
area in instrument conditions start raising cain about the way we 
route the traffic into this instrument runway. 

Mr. Basnicut. To make that real clear, sir, in the space that is 
available at Washington National, it is not possible to have parallel 
runways without endangering safety. We could not have instrument 
operations on the runways that intersect. 


UTILIZATION OF SPACE BY THE MILITARY 


We do have a problem that ties into the previous discussion about 
parking, we would like to bring to the committee’s attention. That is 
the matter of the military troops on this airport. They are utilizing 
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a lot of our space that is essential to the ground utilization of the 
airport. It is a matter of significance and we have a little chart here 
which indicates the area they are utilizing for barracks for troops. 
It poses a real problem to us in obtaining space for parking automo- 
biles and all the ground use of the airport. 

Mr. Preston. We have discussed this many times. They utilize 
about 20 percent of our area at the airport. 

Mr. Basnicut. The available space that can be used for ground 
facilities, that’s right. 

Mr. Preston. They only use about 5 percent of your operational 
time at the airport? 

Mr. Lowen. A little more than that. 

Mr. Preston. A little more than five? Are you people reluctant to 
do anything about that for fear of incurring the wrath of the White 
House? 

Mr. Roruscuivp. Reluctant to do what? 

Mr. Preston. Move the military off where they belong, except the 
Columbine. Nobody wants to put it off anywhere. What about it? 
Why hasn’t the problem been tackled? 

Mr. Roruscuitp. We have made notable progress, Mr. Chairman. 

Mr. Preston. You just recently have done a little something about 
it. What is the real reason you have not tackled this problem before? 
You don’t want to lock horns with the military? 

Mr. Roruscuitp. We do that every day. 

Mr. Preston. I think you come out second best when you lock up 
with the military. Everybody else does. 

Mr. Basnicut. The problem of military aircraft traffic we are 
working out very satisfactorily. The ground problem, the space 
they are using on the ground is the problem we have not yet overcome. 

Mr. Preston. Why? 

Mr. Basnieur. Mr. Griffin, could you talk to that? 

Mr. GrirFin. I can’t answer that. 

Mr. Preston. Well, Mr. Griffin, you are an old hand around here. 
You are an expert on airport management and you have sweated with 
this problem through the years. You are bulging at the seams out 
there needing space. Have you made any effort yourself through the 
CAA to get them moved off? Have you requested it? 

Mr. Grirrin. | have been of the opinion all along that we should 
move them off. 

Mr. Preston. Have you requested? 

Mr. GrirFin. I have. 

Mr. Preston. Mr. Lowen, you are not chargeable but for the 
last 3 months, so I am not going to pin you down on this; but Mr. 
Basnight, you are fairly familiar with all of the past history of the 
CAA. What has happened when it would get up to topside in CAA? 
Would it stop right there? 

Mr. Basnicut. I have not been involved in any such. 

Mr. Preston. Who has? Mr. Tippets, have you? 

Mr. Roruscuitp. Mr. Chairman, I had such a conversation. 

Mr. Preston. I was waiting for you to volunteer. Let’s hear from 
you, Mr. Secretary. 

Mr. Roruscuitp. And I might say at this point that they have 
not been very fruitful. 





: 
| 
i 


ain D inte) 


peat 


‘he 


ere 


ps. 
n0- 


ize 


nal 


to 
ite 


he 
it? 


Wn. 


ut 
e? 


Je 


1p 
re 


ce 
Le. 


"a. 
th 
ut 
he 


ld 


1ée 


ne 


Pon an NN NON i NR Aa 


te Pls 


287 


Mr. Preston. How far have you gone? Did it ever leave the 
topside of CAA? Does it get to Commerce, get into your office? 

Mr. Roruscuitp. I went to the Secretary of the Air Force with it. 

Mr. Preston. And came out second best? 

Mr. Roruscuivp. That’s right. 

Mr. Preston. I am not surprised. It is no reflection on your 
ability. It is a matter that would have to be resolved by the execu- 
tive branch of the Government, the White House. 

Mr. RoruscuHiLtp. We thought it was more important, Mr. Chair- 
man, to get the matter of the utilization of the field by aircraft resolved 
than to try to do the whole thing at one time. Now we have gotten 
that resolved and at a propitious time I hope we will be able to do 
something additional. 

Mr. Preston. Which one of the assistant presidents would handle 
this request? 

Mr. Roruscuitp. Which one of the what, sir? 

Mr. Preston. Which one of the assistant presidents would handle 
this sort of a situation? 

Mr. Roruscuiip. | don’t think it has gone that far, sir. 

Mr. Preston. I don’t imagine the President himself would. 

Mr. Roruscuivp. | have had no conversations at the White House 
level. 

Mr. Preston. Somebody at the White House would probably deal 
with this sort of thing. 

Is there any real reason why the military operation should not 
be on Andrews Air Force Base? 

Mr. Grirrin. None that I can see. 

Mr. Roruscuiip. The Air Force has announced through one of its 
generals that it plans to move the Bolling operation to Andrews. 

Mr. Preston. But they can very well operate out of Bolling except 
that it would mean a little more traveling to get to the point of 
takeoff, wouldn’t it? 

Mr. Grirrin. That’s right, Mr. Chairman. 

Mr. Preston. It is mighty convenient where it is located. 

Mr. GrirrFin. Yes, sir. 

Mr. Yarers. Is this runway sufficiently long to accommodate jets? 

Mr. GRIFFIN, Domestic jet operations, I think it will. 

Mr. Lowen. There are two kinds of jets that will be operating, 
intercontinental and continental jets. For the continental jet, yes, 
sir; but the intercontinental jets, planes that will be landing here from 
Paris; no, sir. 

Mr. Preston. Now, you say you have made some progress about 
moving some of the military, recapturing some of this space. Have 
you, Mr. Griffin, detected any recent activities on the part of the 
military to increase their operation at Washington National? 

Mr. Grirrin. I don’t believe they have been increasing it any; 
no, sir. 

Mr. Preston. Have they been attempting to, have they demanded 
or requested additional space? 

Mr. Grirrin. After their large increase 2 or 3 years ago they have 
just about stayed on the same level. 

Mr. Preston. Any questions on this? 
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DISTRIBUTION OF PERSONNEL 


Mr. Tuomas. I would like to go into his employment and parking 
space and how many people you have aboard now. Two hundred and 
nineteen on November 30, 1955. You had 219 out of your appropri- 
ated funds of maybe 234. You are about 20 short. Is that figure 
firm now? 

Mr. Basnicur. That’s about right, sir. 

Mr. Preston. You have three shifts out there? 

Mr. Basnicur. In some areas we do; yes, sir. 

Mr. Tuomas. Give us a table here showing the types of employ- 
ment. 

Mr. Basnicut. The police force is on a shift basis. 

Mr. Tuomas. How many do you have, roughly. 

Mr. Basnicut. About sixty-odd people on protective work. 

Mr. Preston. On a shift basis? 

Mr. Basnicur. In total. 

Mr. Tuomas. Around 20, then, a shift. You have 3 shifts here and 
you have in the neighborhood of 75, we will say per shift. Break 
down your 75 right quick. 

Mr. Lowen. We can do that for you, sir. 

On your Protection Division, which includes your First-Aid Branch, 
your Emergency Branch, and the Police Branch, the Emergency 
Branch is the Fire Department. That is a total of 60 people, includ- 
ing your supervisor: 3 in first aid, 28 in the emergency, 30 in police. 
Those are your shifts. 

Mr. THomas. Who takes care of your porterage out there? Do 
they work for the airlines or 

Mr. Lowen. That is a contract. 

Mr. THomas. By whom? 

Mr. Grirrin. We handle that. 

Mr. Tuomas. How many porters do you have? 

Mr. Basnicut. You are speaking of the people who unload the 
baggage from the planes? Those people are not under airport 
staffing. They work under contract with the airlines. The redcap 
service is performed under joint contract among the airlines admin- 
istered by the Capital Airlines people. 

Mr. Tuomas. They are not paid out of appropriated funds but 
by the airlines; is that correct? 

Mr. Lowen. Yes, sir. 

Mr. Basnicut. The second major category would be Maintenance 
Division. We have 130 people in that. 

Mr. Tuomas. That is your big division. 

Mr. Basnicut. Yes, sir; it is made up of janitors, electricians, 
cleanup people and utility men who repair equipment. 

Mr. Tuomas. Any other classification? 

Mr. Lowen. Business administration division. 

Mr. Tuomas. How many? 

Mr. Lowen. Thirty-three. 

Mr. Tuomas. To take care of 225 people? 

Mr. Lowen. Breaks down this way. 

Mr. Tuomas. It doesn’t matter how it breaks down but that is far 
too many. You don’t need 33 people to take care of housekeeping 


oS 


and bookkeeping for 225 people. 
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Mr. Basnicut. We have made a reduction in that in the current 
year but there are five people—— 

Mr. Tuomas. You can still make a reduction of 10. 

Mr. Lowen. May I say that I am not in disagreement with you. 

(The following statement was submitted later :) 


Comparison of staffing 





Fiscal year Fiscal year Fiscal year 
1955 1956 1957 

Administration: 
Director. _ .. 10 10 5 
Administration - . 23 | 23 23 
Subtotal, administration. - 33 | 33 28 
Service... ..- ‘ 15 | 14 14 
Protection and maintenance 207 | 197 192 
Subtotal, operating. -- 222 211 206 
Total, staffing --- .-- 255 244 234 


ADMINISTRATION PERSONNEL 


In addition to normal administration functions required of a Government 
agency, the work includes servicing of contracts; auditing of concessionnaire 
books; collecting money from tenants and airport users; and servicing vending 
machines and coin devices. These activities return over $2 million in revenues 
each year which are deposited into the general fund account of the United States 
Treasury. 

SERVICE PERSONNEL 

This category includes employees engaged in procurement and centralized 
warehousing of 4,000 items used by maintenance repair shops, fire, police, and 
emergency activities. This also includes switchboard operations 24 hours a 
day, 7 days a week, which provide relay functions to local communities, hospitals, 
and other facilities at times of emergencies, aircraft crashes or fires. 


PROTECTION AND MAINTENANCE PERSONNEL 


The majority of employees in this category work on a shift basis to provide 
mandatory services around the clock, 7 days a week. This includes fire and 
police protection; emergency aid; maintenance of heat, air-conditioning, lighting, 
water, utility, janitorial and other institutional services to the public. 


ALLOCATION OF PARKING SPACE 


Mr. THomas. We will help you, then. Let’s go to your parking 
space. I have been out there at 6 o’clock in the morning; I have 
been out there at 8 and I have been out at 9 and I have been out at 
midnight and parking space is just about as scarce as hen’s teeth. 
How do you divide your parking space between the cash-paying 
customers and your employees out there? You have in the neigh- 
borhood of 225 employees. How many employees do the airline 
people have who are based out there on this ground? 

Mr. Grirrin. We have about 7,000 employees including the air- 
lines and the concessionaires. 

Mr. Preston. 7,000 including your 225. 

Mr. Grirrin. There is about 7,000. 

Mr. Tuomas. Do you have separate parking facilities for those? 

Mr. Grirrin. For the employees and the concessionaire em- 
ployees we have free parking. 
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Mr. Tuomas. For those 7,000 employees? 

Mr. GrirFin. Yes, sir. 

Mr. THomas. How many total? How much footage is that which 
vou have for the traveling public? 

Mr. Grirrtn. I believe we have 2,500 spaces on the airport overall 
and there are 450 spaces in the paid parking lot for the people who 
wish to come out to the airport. 

Mr. Tuomas. The rest of it for the employees? 

Mr. Grirrin. That’s right. 

Mr. Tuomas. Good old John Public is really getting the short end 
of the stick, isn’t he? He pays the bill for everybody out there in the 
long run. You give him 450 parking ~~ es and the employees 2,000. 
No wonder the traveling public can’t get a place to park. 

The man who pays the bill gets the little end of the stick, doesn’t he? 

Mr. GriFFin. Yes, sir. 


UTILIZATION OF SPACE BY THE MILITARY 


Mr. Tuomas. Is it 20 percent of your available space out there 
taken up by—TI am not talking about from an operational point of 
view but from the point of view of just occupying ground by the 
military? 

Mr. Grirrin. That is approximately that; ves, sir. 

Mr. Tuomas. What is the nature of their occupancy? Is it used 
space in the form of buildings or what? 

Mr. Grirrin. They have barracks and messhalls, dispensary, motor 
pool. And then they have a baseball ground out on top of the hill 
where we tore some barracks down. We have gotten that far. 

Mr. Tuomas. Baseball field? 

Mr. GrirFin. Yes, sir. 

Mr. Tuomas., How often is that used or occupied? 

Mr. Grirrin. They use it probably 3 or 4 months out of the year. 

Mr. Tuomas. Every day for 3 or 4 months out of the year? Nine 
months sitting out there and no one gets any benefit from it. 

Mr. Grirrin. That’s right. 

Mr. Tuomas. How often do those barracks and mess halls get used? 

Mr. Grirrin. They are used every day. They have some 500 
troops billeted right there in that area 

Mr. THomas. What do the troops do? Are they troops in transit? 

Mr. Grirrin. They support that MATS operation down in the 
operations area. 

Mr. THomas. You said 500? 

Mr. Grirrin. Mechanics. 

Mr. Tuomas. Support MATS in the way of maintenance people 
and so forth and you have 225 civilians to support the big end of it? 

Mr. GrirFin. Yes, sir. 

Mr. Tuomas. That is a pretty good percentage for military and 
civilian, isn’t it? If you were to reacquire this 20) percent of space, 
or even half of it, could you give the traveling public a better break 
in parking space? 

Mr. Griffin. We certainly could. 2 

Mr. Tuomas. How much of that 20 percent do you need to put the 
parking space in the right proportion where the traveling public 
doesn’t get pushed around out there? 
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Mr. Grirrin. We need all of the space. We could use it today, if 
we had all the space, particularly the recreational area on top of the 
hill. 

Mr. THomas. How much is that, an acre or two of ground? 

Mr. Grirrin. Probably 2% acres of ground. 

Mr. Tuomas. If you were to get that 2% acres of ground now and 
turn it to parking space, would that take the pressure off this cash- 
paying group, the traveling public, the parking public? You have 

450 parking spaces. How many additional would that give? 

Mr. Grirrix. We could probably set aside about 400 additional. 

Mr. THomas. Four hundred additional? 

Mr. GRIFFIN. Yes, sir. 

Mr. THomas. That would give them twice what they have now. It 
would be nice, wouldn’t it? 

Mr. Preston. Who plays on the field, the military? 

Mr. Grirrin. The Air Force. 

(Discussion off the record.) 


ACCOMMODATIONS FOR JET PLANES 


Mr. Yates. Your justifications are all pointed to the development 
of the jet. In response to a question asked a few moments ago you 
stated that this runway will accommodate the domestic jet, not the 
intercontinental jet. What jets were you referring to in your justifi- 

cation when you talked in terms of the industry moving to jets, to 
a type of jet which this airport can accommodate? Will the Lock- 
heed jet, the experimental plane, be able to land here? 

Mr. Lowen. That is the Lockheed turbo-prop. That is not a 
true jet. 

Mr. Yates. I thought Lockheed also had a true jet. 

Mr. Lowrn. The Lockheed Electra which is a turboprop jet 
similar to the Viscount with bigger engines. This airport is very 
adequate for that type configuration. 


TRAFFIC MOVEMENTS 


Mr. Yates. You talked in terms of accommodating 76 planes per 
hour between the hours of 7 to 10 at night. 

Mr. Basniaut. That would be high. 

Mr. Yates. What is your average operation during that period? 

Mr. Basnieur. About 60. 

Mr. Yarrs. Average of one a minute. 

Mr. Basnicur. That is the theoretical maximum. 

Mr. Yarrs. Why then do you permit yourself to operate at a rate 
of one and a quarter a minute then? 

Mr. Lowrn. We are not endangering safety. 

Mr. Yates. At 76 an hour you are not? If you have a theoretical 
maximum of one a minute why are you then not endangering safety 
if you go above it. 

Mr. Basnicur. That is an engineering study of a single runway 
airport configuration. If you have special equipment in the tower to 
keep planes separated we can improve and find ways to get a few more 
in. 


Mr. Yares. Theoretically your maximum space does not allow for 
it, otherwise your theoretical maximum should be 76 per hour. 
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Mr. Basnicut. With a normal control tower but at Washington 
we boosted the control tower strength to get more than a control 
tower has at most places. 

Mr. Yates. Why are you thinking in terms of increasing that traffic, 
then, as the administrator testified a few moments ago? 

Mr. Basnicut. He is speaking of high-speed runways to permit 
more rapid access. We have a high speed taxiway turnoffs in the 
supplemental budget Mr. Preston spoke to just a few moments ago 
which makes it possible to clear the runways more rapidly. So that 
while they are still rolling on the landing roll planes can turn at speeds 
of 30 or 40 miles an hour where now a plane must slow down to 5 or 
10 miles an hour to make a turn. 

Mr. Roruscuitp. Turns smaller than a right angle. 

Mr. Yates. How much more will this accommodate? 

Mr. Basnicur. 15 percent is the estimated increase. 

Mr. Yates. Didn’t Mr. Lee last year testify for an increase of 15 
percent? 

Mr. Basnicut. That is what we are speaking of. 

Mr. Yates. This is the 15 percent that Mr. Lee was speaking about 
last year? 

Mr. Basnicut. Yes, sir. 


GROUND TRANSPORTATION CONCESSIONNAIRE 


Mr. Bow. I have just 1 or 2 questions, Mr. Chairman. Mr. 
Griffin, I notice from this revenue that the ground transportation has 
increased from the actual 1955 of $167,703 to an estimated 1957 of 
$195,000. The question I would like to ask you is, has the present 


ground transportation concessionnaire performed a satisfactory 
service? 

Mr. Grirrin. They have, Mr. Congressman. 

Mr. Bow. Do you feel that they have rendered maximum service 
to the public at fair and reasonable rates? 

Mr. Grirrin. I do. 

Mr. Bow. That is all, Mr. Griffin; thank you. 


SUGGESTION FOR INCREASING SIZE OF PRESENT SITE 


Mr. Horan. Just a rambling question here: At the south of the 
airport there appears to me there is a space that could be dredged and 
filled, thereby increasing the size of the present airport. I suppose 
that would be advantageous. What is the problem there? 

Mr. Grirrin. In our long-range planning, Mr. Congressman, we 
had contemplated on extending that north-south runway out into 
the river, south about 1,500 feet to accommodate these jets that are 
coming along. 

Mr. Horan. Transcontinental? 

Mr. Grirrin. We have that in mind. 

Mr. Horan. That is all, Mr. Chairman. 
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TRANSFER OF UTILITIES OBLIGATIONS FROM GSA 


Mr. Preston. One final question before we go to the next item. 
This amount for utilities, $23,000, that GSA has transferred over to 
you to pay. Has that been deducted from GSA’s budget? 

Mr. Basniaut. Yes. 


MAINTENANCE AND OPERATION OF PuBLIC AIRPORTS, TERRITORY 
oF ALASKA 


Program and financing 


Program by activities: 
1, Anchorage airport_- 
2. Fairbanks airport. --_-- 
3. Administration - - 


Total obligations 
Financing: 
Unobligated balance no longer available 


Appropriation (adjusted) - -- 
Proposed supplemental due to pay increases 


Obligations 


Object classification 


by objects 


1955 actual 


$332, 392 
226, 948 
44, 312 


603, 652 


569 


604, 221 | 


1955 actual 


| 1956 estimate 


$323, 132 
247, 649 
47, 219 
618, 000 


600, 000 


| 1956 estimate 





Total number of permanent positions p 
Full-time equivalent of all other positions_-_- 
Average number of all employees ny 
Number of employees at end of year- --- 


Average salaries and grades: 
General schedule grades: 
Average salary._._...- 
Average grade____- 


Ungraded positions: Average salary....- Rte pare 


Personal services: 
Permanent positions._--........--- 
Positions other than permanent--- 
Regular pay above 52-week base--------------- 
Payment above basic rates...._.....--- 


Total personal services_.........--------- 
WrAW@l cg cucceccs ae tec cael a Gan ae 
Transportation of things. _.....__.__- 
Communication services 
Rents and utility services 
Printing and reproduction-_-----.-_- 

Other contractual services- -- -_- ok 
Supplies and materials..............------ ; 
Equipment- -- 

Taxes and assessments... -------_- 


Total obligations............-- 





67 
1 


a ge 


64 


GS-6. 9 
$6, 302 


$336, 032 
4,110 

1, 268 
118, 587 


459, 997 | 


6, 204 
6, 477 
3, 022 

20, 479 

310 

27, 867 

63, 653 


12, 429 | 


3, 214 


603, 652 


67 


64 


133, 189 


4, 040 
19, 710 





64, 799 
10, 276 
3, 425 


| 618, 000 


$5, 110 
GS-6. 9 | 
$6, 437 | 
$363, 781 | 
eae 
498, 319 | 


11, 010 | 
5, 251 | 


1,170 | 


1957 estimate 


$322, 515 
247, 899 
47, 586 


618, 000 


618, 000 


1957 estimate 


64] 


$5, 181 
GS-6. 9 
$6, 503 


$367, 969 
"133, 775 
501, 744 
11,010 
5, 251 
4, 040 
19, 710 


1,170 
64, 799 
10, 276 


618, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


— ———— Snes eee —~ — ————— —_— 


BUDGET AUTHORIZATIONS AVAILABLE } 


Appropriation 
Transferred (69 Stat. 240) from 
“Air navigation development, Civil Aeronautics Admin- 
istration”’ 
“Ship mortgage-foreclosure and forfeiture contingencies, 
maritime activities’’ 
Adjusted appropriation , 23 618, 000 
Proposed supplemental due to pay increases 8, 
Obligated balance brought forward_. » $4, 82, 009 
Total budget authorizations available ; 700, 009 


EXPENDITURES AND BALANCES 


Expenditures 
Out of current authorizations , 57 991 528, 991 
Out of anticipated supplemental appropriation , 000 1, 000 
Out of prior authorizations 64, 55S 84, 009 80, 009 


Total expenditures 581, 13% 000 610, 000 
Balance no longer available: 
Unobligated (expiring for obligation) 
Other 14, 
Obligated balance carried forward _. 84, 


Total expenditures and balances 680, 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item is ‘Alaska airports.’”’ That is found 
on page 39 of the committee print. It is on page 291 of the justifica- 
tions. We will insert pages 291 and 292 of the justifications in the 
record at this point. 

(The pages referred to are as follows:) 


Summary of requirements 


Appropriation, 1956 
Proposed supplemental due to pay increases - - 


er ne OR on oe 
Net difference, 1957 over 1956: 


qui s ? 
Requirements Difference, 


ee ay ee a increase (+) 


1956 1957 or de- 
adjusted estimate | °T25¢ (—) 


By activity 


Anchorage Airport. cea aimee see ccs $323, 132 $322, 515 —$617 
Fairbanks Airport -- acta : - | 247, 649 | 247, 899 +250 
Administration - -.-- ~ ; | 47, 219 | 47, 586 


Gross requirements. -_-._---- Sa : : 618, 000 | 618, 000 








Total estimate of appropriation, 1957_.........-- 
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STATEMENT OF ESTIMATED REVENUES 


Mr. Preston. This is a request in the amount of $618,000 which is 
the same amount as requested in 1956. In looking through the 
justification there occurs only one question that I wish to ask and that 
is, what other revenues have you derived from the operation of the 
airports in Alaska? 

Mr. Tippers. I have them here, Mr. Chairman, for both Fairbanks 
and Anchorage if you would like to insert them in the record they are 
available. 

(The information is as follows:) 


Statement of estimated revenues 
ANCHORAGE AIRPORT 





Source 1955 actual | 1956 estimate | 1957 estimate 


Terminal building rental $49, 108 $73, 650 $73, 500 
Hangar rental 78, 498 77, 500 
ei iin onuniowwn Seed ceehannodiag hal 105, 511 181, 000 
ee Se atacsinnea nats iciaask ieee 88, 629 
Seaplane base = 11, 048 
Parking fees ‘ 1, 589 
Concessions _-_---- | 5, 714 
Resale of electrical energy 9, 623 
EE ccrincuncmmumcncninm sn ca scesohe oa Gk tetas hte ein l oel -} 16, 465 





nom 8 


38: 
SESS55 


366, 595 | 


lg 





Terminal building rental 
Gasoline and oil sales 
Landing fees 

Parking fees 

Concessions 

Resale of electrical energy 
Land rental 


Total estimated revenue, Fairbanks Airport 169, 659 








Total estimated combined revenue 


UNREALIZED REVENUE 


Anchorage Airport $164, 829 $167, 827 $185, 167 
Fairbanks Airport 7 ‘ 19, 428 28, 761 28, 341 


184, 257 196, 588 213, 508 


SALE OF ELECTRIC ENERGY AT ANCHORAGE AIRPORT 


Mr. Preston. You are losing money on the resale of electrical 
energy at Anchorage in 1957 as against 1956. What is the reason for 
that, briefly? 

Mr. Basnicut. Mr. Chairman, this gets back to the method we use 
in financing utilities. In the case of electricity and other items that 
are used in the terminal building 
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Mr. Preston. Will you insert a statement in the record at this 
point explaining that discrepancy? 

Mr. Basniaut. Yes, sir. 

(The requested statement follows: ) 


REVENUES From Sate or Evectric Enercy, ANCHORAGE AIRPORT 


In rechecking the estimated revenues for this airport, it has developed that the 
1956 estimated revenues from electric energy is high. This is due to the following 
factors: 

1. The rates for electricity at Anchorage have been reduced—i. e., the cost to 
the Government for all electric energy—thus serving to reduce the revenue 
obtained from users of electric energy. 

2. The local manager of the airport had anticipated having adequate distri- 
bution lines for servicing all airport tenants requiring electric energy. These 
distribution lines have not been provided and some airport tenants are obtaining 
electricity directly from the power company. 

The result of these factors is that the revenue to the Government in 1956 will 
be less than the estimated $33,600 previously anticipated by $21,850. This 
would reduce the entry $33,600 shown in the revenue statement to $11,750 and 
the total estimated revenue for Anchorage to $483,150. The total revenue from 
both airports would be reduced to $640,150. 

This change in rates was reflected in the revenue statement for 1957 but in- 
advertently was not adjusted in the 1956 column. The change in rates has also 
been taken into account in the amount requested under ‘05’ for maintenance 
and operation of the airport. 


Mr. Preston. Are there any questions on this item, Mr. Thomas? 
Mr. Yates? 


Arr NAVIGATION DEVELOPMENT 


Program and financing 


1 


1955 actual | 1956 estimate | 1957 estimate 
Program by activities: 

1. Research and development on airways facilities: 

(a) Systems engineering Sista $50, 000 $50, 000 $100, 000 

(bo) Air navigation ; ‘ 193, 000 205, 000 400, 000 


ee a ne coniesdovneiennatuaewe 757, 137 620, 000 1, 290, 000 
2. Administration 47, 665 


Total obligations. --- -_-- Pasa dapedcieeantt 1, 047, 802 | 
Financing: | 
Unobligated balance no longer available 








Appropriation (adjusted) ...........--.----- cake | 1, 050, 000 | 2, 000, 000 
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Obligations by 


Object classification 


CIVIL AERONAUTICS ADMINISTRATION 
Total number of permanent positions 

Full-time equivalent of all other positions 
Average number of all employees 

Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary 
Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 


Total personal services 
Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials. 
Equipment. 
Taxes and assessments 
Total, Civil Aeronautics Administration 
ALLOCATION TO NATIONAL BUREAU OF STANDARDS 
Other contractual services 


Total obligations 


Budget authorizations, expenditures and balances 


BUDCET AUTHORIZATIONS AVAILABLE 


Appropriation _- 

Transferred to “Maintenance and operation of public airports, 
Territory of Alaska, Civil Aeronautics Administration’’ (69 
Stat. 240) 


Adjusted appropriation 
Obligated balance brought forward 
Increase in prior year obligations 


Total budget authorization available-_-- 
EXPENDITURES AND BALANCES 


Expenditures 
Out of current authorizations 
Out of prior authorizations 


Total expenditures_.- 
Balance no longer available: 
Unobligated (expiring for obligation) -- 
Other--_- 
Obligated balance carried forward 


Total expenditures and balances 


objects 


1955 actual 


45, 058 
37 

104 | 
1, 476 


350 
1, 000, 351 
270 
70 
86 | 


1, 047, 802 | 


1, 047, 802 


$1, 050, 000 | 


—2, 010 
| 


1, 047, 990 
493, 683 | 
2, 111 | 


1, 543, 784 


983, 200 
283, 451 
1, 266, 651 
188 

77, 098 
199, 847 


1, 543, 784 


=|. 


1956 estimate | 


92 | 
11 | 
96 
114 


$6, 716 
GS-9.2 


$4, 29 


$551, 153 
32, 760 
2,073 | 
2, 721 
588, 707 
28, 100 
3. 879 
7,916 |} 
20, 970 | 
2, 700 | 
255, 454 
48, 979 
55, 106 
689 


, 012, 500 


37, 500 


1, 050, 000 | 


$1, 050, 000 | $2, 000, 000 


ate inal 
1, 050, 000 | 
199, 847 | 


{ 
1, 249, 847 | 


800, 153 
199, 847 


, 000, 000 


249, 847 


1, 249, 847 


1957 estimate 


92 
11 
99 
114 


$6, 774 
GS-9.2 
$4, 290 


$589, 658 
32, 760 


27, 485 

4, 205 

7, 916 

20, 970 

3, 200 

1, 205, 311 


2, 000, 000 


2, 000, 000 


1955 actual | 1956 estimate | 1957 esti mate 
; 


2, 000, 000 
249, 847 


2, 249, 847 


1, 600, 153 
249, 847 


1, 850, 000 


399, 847 


2, 249, 847 


Mr. Preston. The next item is the “Air navigation development.”’ 


It is on page 297 of the justifications. 


We 


the justification in the record at this point, as follows: 


will insert page 297 of 
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Summary of requirements 


Appropriation, 1956___. Satelite wigld 3 eee $1, 050, 000 
Base for 1957. sips eke ; $1, 050. 000 
Net difference, 1957 over 1956 


Requirements 


. _} Difference, 
By activity | | increase 
1956 | 1957 | (+) or de- 

estimate | estimate | crease (—) 


. Research and development on airways facilities: 
Systems engineering $50, 000 $100, 000 +-$50, 000 
Air navigation 205, 000 400, 000 +195, 000 
Air traffie control 620, 000 1, 290, 000 +670, 000 
2. Administration 175, 000 210, 000 +35, 000 


Gross requirements } 1, 050, 000 | 2, 000, 000 +950, 000 950, 000 


Total estimate of appropriation, 1957_- : 2, 000, 000 
GENERAL STATEMENT 


Mr. Presron. This is a request in the amount of $2 million, an 
increase of $950,000 over fiscal 1956. Colonel Taylor, do you have 
a general statement you want to make? 

Colonel Taytor. | would like to make a brief statement about the 
three major divisions, Mr. Chairman. 

Mr. Preston. Very well. We will be glad to heat from you at this 
time. 

SYSTEMS ENGINEERING 


Colonel Taytor. The first item, systems engineering, for which 
we are requesting $100,000, is really planning. The request supports 
the work of a group of high-level scientific representatives from each 
of the member agencies which are C ommerce, Army, Air Force, and 
Navy. This group includes analysis, experimentation and evalua- 
tion and finally the solution of problems relating to the development 
of a uniform common system of air navigation and traffic control. 
Systems engineering as an Air Navigation Development Board 
project has had only 1 year’s operation but already the product of 
the work of this group we feel is successful because it has resulted in 

i traffic control plan which has been fundamentally agreed to by all 
agencies and which can be produced without advancement in. the 
state of the art of electronic and mechanical engineering. The 1957 
fiscal year effort of this scientific team will be primarily concerned 
with aspects of air defense-traffic control integration with a maximum 
amount of automation involved. 


ATR NAVIGATION 


The next item, air navigation, for which we are requesting $400,000, 
will be split in two parts, the first part for the development. of a heli- 
copter or rotary wing aircraft navigation svstem. Fiscal 1956 funds 
saw the installation of an experimental, highly accurate hyperbolic 
navigation system in the New York area. As a part of this project, 
New York Airways, a rotary wing, scheduled air carrier, which is 
already second in total of daily operations of the LaGuardia field, 
will test and evaluate this system. Actual evaluation will start 


about the first quarter of 1957. It is intended that maximum ex- 
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ploitation of helicopter service in low visibility will be achieved by 
the use of the system under test and that operational requirements 
developed in the test period will point the way for technical charac- 
teristics to be written for a navigation and traffic control system which 
will enable the rotary wing aircraft to operate with maximum effec- 
tiveness in short haul commercial field. 

We feel, in short, that we have a chance to get on top of the navi- 
gation system here for a new medium in our scheduled air-carrier 
industry. 

The remainder of the navigation projects money will be spent to 
either change the TACAN configuration which is presently being con- 
sidered for common system use or to further develop the system which 
is chosen for common system use. 

Mr. Preston. Elsewhere in the hearings you have commented to 
some extent about this same matter that you are discussing at the 
moment. 

Colonel Taytor. I believe it has been pretty thoroughly covered, 
yes, sir. 

AIR TRAFFIC CONTROL 


The next item, ‘Air traffic control,’’ which is always our biggest 
request, this year is $790,000 and is split into two parts. The first 
part is the airway operations evaluation which will take place at 
Indianapolis, Ind., at the Technical Development Center which is a 
technical laboratory of Civil Aeronautics Administration. We have 
established there a means into which evaluation projects can be 
funneled, and if the evaluation is successful, transferred right into 
actual operations. The effort in the 1957 fiscal year will be to operate 
an experimental radar airway from Rockville, Ill., to the eastern side 
of Dayton, Ohio, where we are going to use maximum integration of 
Air Force radars with Civil Aeronautics owned and operated radars so 
as to try to use the information which we can get at a relatively low 
cost from the air-defense radar program. The actual use of the 
moneys requested for this project will be for techniques of getting 
combined radar information into a single display, improved air-ground 
communication system to operate the airway, development and evalu- 
ation of bright tube displays and specialized lighting arrangements to 
enable controllers to operate effectively, and development and evalu- 
ation of techniques for the transfer, storage, and processing of flight 
data that is obtained by radar. 

The other portion of the system is aimed directly at evaluating the 
work now going on at Lincoln Laboratories, commonly known as 
project Sage (semiautomatic ground environment), in terms of its 
possible utility for air-traffic control. This is actually an extension 
of the CAA’s Technical Development Center into the Boston area 
because obviously Sage is too big a system to buy and move to the 
Indianapolis area. We have great hope of combining the automation 
projects that have been successfully done at project Lincoln into Air 
Traffic Control. Certainly failure to look at this possibility would 
be not doing our job. 

Another item, simulation, $300,000. At Technical Development 
Center we have a simulator which enables us to fly simulated aircraft 
in patterns that we would like to fly them, always under the control 
of some relatively inexpensive operators. It is done by simulation 
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rather than by actually flying aircraft. It is one of the nicest study 
tools we have and also good for developing techniques for busy air- 
craft control centers. The 1957 funds will be used for study of high- 
capacity airway systems to study certain current problems such as 
optimum arrangement and use of Rho-Theta navigation systems. 

The last item is evaluation of common civil-military radar beacon, 
$200,000. Previous development has resulted in obtaining a beacon 
which enables an aircraft when interrogated by ground facility to be 
seen and identified at distances greater than normal to radar and also 
through clutter which might be caused by rain, precipitation, or 
electrical static. 

We have great hope for this beacon as the first big step in air-traffic 
control improvement through the development means now at hand. 
We are evaluating the beacon in 1957 at New York, Chicago, Wash- 
ington, and Norfolk in a five station airway plan. 

That concludes the formal part of the presentation, Mr. Chairman. 


CLARIFICATION OF BUDGET STRUCTURE 


Mr. Preston. Colonel Taylor, how much did you have transferred 
to you from the Defense Department in 1956? 

Colonel Taytor. We did not transfer any funds but rather had use 
of approximately $3 million. The money was not transferred to us. 
We spent it in the respective department’s laboratories that budgeted 
the money. We are now undertaking a transfer of approximately 
$98,000 for Army and Air Force into the CAA Technical Development 
Center. If this goes through this will be the specific answer to your 
question. It has not been accomplished as yet, however. 

Mr. Preston. Do you have a direct appropriation from the Depart- 
ment of Defense in 1956? 

Colonel Taytor. No, sir; no direct appropriations were made to 
the Air Navigation Development Board. 

Mr. Preston. You mean by the Department of Defense? 

Colonel Taytor. By no agency, sir. We are budgeted from each 
member agency and we attempt to spend the money back through 
these agencies. But we do not have a budget of our own. 

Mr. Preston. None, whatsoever. 

Colonel Taytor. No, sir. 

Mr. Preston. I know this comes under CAA. 

Colonel Taytor. This portion this morning is the CAA portion; 
yes, sir. 

Mr. Preston. You seek $4 million in 1957 from the Department 
of Defense? 


Colonel Taytor. Yes, sir. 
ADMINISTRATION 


Mr. Preston. How do you arrive at figures of $210,000 for ‘‘Admin- 
istration”? Is that administration figure related solely to the $2 
million? 

Colonel Taytor. No, sir, it is not. The people who are paid, 
which is, of course, the biggest single item under the $210,000 will 
have the direction and management of this entire $6 million expendi- 
ture. 

Mr. Preston. $6 million instead of two? 

Colonel Taytor. Yes, sir. 





302 


EXPENDITURES ON CONTRACTUAL BASIS 


Mr. Preston. What proportion of your funds are spent on a 
eontractual basis? 

Colonel Taytor. Mr. Basnight can answer that, I am sure. 

Mr. Basnicur. If we consider the work done through the Indian- 
apolis Center for AN DB as being a form of a contract we can say that 
the full amount of the project. total or $1,800,000 would be spent on 
the contract basis. The amount let outside Government contract 
work would be somewhat smaller than that. I don’t have a figure 
with me but we could furnish it. 

Colonel Taytor. It is better than 70 percent, Mr. Chairman. 

Mr. Preston. I suppose that is necessary in_ tew of the fact that 
you have no facilities. 

Colonel Taytor. That is correct. 


SIZE OF PERSONNEL STAFF 


Mr. Preston. How many positions are involved in this operation? 
Colonel Taytor. There are 22 that we pay out of this particular 
fund, sir—22 positions. 


ADEQUACY OF REQUESTED FUNDS 


Mr. Preston. Colonel, do you feel that $6 million level is an 
adequate level for the ANDB to properly function and stay abreast, 
if not ahead, of aviation growth and requirements? 

Colonel Taytor. No, sir; I do not believe it is. I believe that for 
the next 5 years we can spend 3 or 4 times this amount each year 
provided that the facilities and personnel necessary to wisely invest 
this money were made available along with the personnel and facilities 
which should be in proper balance. 

The $6 million is proper for the staff and facilities we now have. 


PROPOSED PARTICIPATION OF COMMERCIAL AIRLINES IN COST OF PRO- 
GRAM 


Mr. Preston. Don’t the commercial airlines provide any funds 
for this purpose? 

Colonel Taytor. No, sir. 

Mr. Preston. For a long while they were struggling to exist. 
But they are growing into a very lush period of their history. How 
much of this request before us is related to “Other objects?” Do 
you have a breakdown? 

Colonel Taytor. We have a list of the changes. I think the only 
thing that would come under this is the mailing of small packages and 
things related to administrative costs that come up to about $1,200. 
The complete breakdown I can submit for the record. 


ADEQUACY OF REQUESTED FUNDS 


I would like to clarify the point about the amount of money we 
could spend. I have no quarrel with the $6 million program. To 
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go along as fast as the industry would like us to go along would 
require a much greater program but the program is in balance person- 
nel-wise and facilities-wise at the $6 million level. 


PROPOSED PARTICIPATION OF COMMERCIAL AIRLINES IN COST OF 
PROGRAM 


Mr. Preston. What is your feeling about the proposition of the 
airlines through their association coming into this picture and partici- 
pating in the cost of this Board and its work? 

Colonel Taytor. I have not considered this. I would think‘ 
though, it would be a difficult thing to pro rate the expenditure 
against the airlines unless you also get in the other people who benefited 
like the private pilots and the national-business pilots because the 
ground facilities are all used by these people. It is true that some 
use this for profit and others don’t use it for profit. I am afraid this 
is quite foreign to my field, Mr. Chairman. 

Mr. Rornscniip. It seems to me that there are so many features 
in this scientific and technical operation in which the Air Navigation 
Development Board is working that are so largely governmental in 
the first instance that it would have to be gravely considered a 
or not any agency outside of the Government should participate a 
this stage. I am’ sure that we all agree with you that at the preper 
point the users of the airspace should pay for the service they receive. 
But I am not sure that it belongs in the research and development 
side of the Government. 

Mr. Preston. That is a good point. It is debatable. 

That concludes the hearings on the Civil Aeronautics Administra- 
tion. It has been a very interesting and informative hearing and we 
thank you gentlemen for your attendance and the information you 
have given the committee. 


75136—56 20 








Tuurspay, Marcu 22, 1956. 
MARITIME ADMINISTRATION 
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SUMMARY JUSTIFICATION Data 


Mr. Preston. The committee will come to order. 

The next item we will take up is the Maritime Administration. 
This is found on page 68 of the committee print and page 750 of the 
justifications. 

We will insert in the record at this point pages 753 through 756. 

(The pages referred to are as follows: ) 
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GENERAL STATEMENT 


Mr. Preston. We have with us Mr. Morse, the Administrator, and 
he has a statement to make at this time. 


PROPOSED CHANGE IN AMOUNT OF ESTIMATE FOR SHIP CONSTRUCTION 


Mr. Morse. Before discussing cur requirements for fiscal year 1957, 
I would like to advise the committee of a proposed change in the 
amount required under the appropriation “Ship construction.” 

The budget estimate as submitted requests a total of $164.6 million 
for ship construction in fiscal year 1957. We are in the somewhat 
anieal position of suggesting that there be a reduction in that 
amount. When this request was officially prepared it included $103.7 
million for construction-differential subsidy of which $15.3 million 
was intended for two combination cargo-passenger ships for Ameri- 
‘an President Lines, Ltd., and $88.4 million for 20 replacement cargo 
ships. American President Lines has amended its application for 
construction subsidy requesting deferral of the construction of the 
second pair of combination ships in order to emphasize replacement 
of cargo ships through the purchase of Mariners. The Federal Mari- 
time Board has approved the deferral in building of the second 2 
combination ships on condition that the company proceed with the 2 
combination ships for which funds were appropriated in the 1956 
budget and with the construction of 2 new cargo ships. These latter 
two ships will be financed through funds provided in our 1957 re- 
placement program or through a later appropriation. 

Since the Government’s share of the conversion costs of the Mariners 
will amount to about $1,150,000 per ship, for a total of $2.3 million, 
we are prepared to reduce our request by $13 million. Since all other 
items remain the same, this reduces our request for construction sub- 
sidy to $90.7 million and the total under this appropriation to $151.6 
million. The $2.3 million would be required to convert the Mariners 
to be suitable for ther operation in round-the-world service. 

Mr. Nretson. Mr. Chairman, there has been an official communica- 
tion from the Bureau of the Budget with respect to that item. 

Mr.. Preston. The committee has the communication on hand. 


ACCOMPLISHMENTS OF SHIP-CONSTRUCTION PROGRAMS IN 1955 AND 1956 


Mr. Morse. I would like to summarize the ship-construction pro- 
gram for which funds were appropriated in fiscal years 1955 and 1956 
and to report the progress made to date in accomplishment of these 
programs. 

The 1955 ere provided a total of $82.6 million against 


which through February 29 we have obligated approximately $71.6 
million. Of the unobligated balance of $11 million, approximately 
$5.5 million represents reserves for escalation and changes on con- 
struction in progress, thus about $5.5 million remains uncommitted 
at this time. Approximately $600,000 will be required in the current 
and subsequent years for administrative costs incident to the program 
and the remainder, $4.9 million, represents funds provided for the 
tanker trade-in-and-build program for which we have no immediate 
prospects for new contracts. 
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Construction completed, in progress, or under contract, includes 2 
combination passenger-cargo ships for Moore-McCormack Lines; 2 
combination ships for Grace lines; 4 Mariners being converted to meet 
the special requirements of the American President Lines; 6 tankers 
being constructed for private account under contracts resulting from 
the trade-in-and-build program; and 4 Liberty ships being converted 
as a part of our engine-improvement program. 

The 1956 Appropriation Act provided a total of $86,450,000 for 
ship-construction activities. Against this total, through February, we 
have obligated about $14.5 million. The major share of this total, 
$14 million, is for the two Mariners being converted to combin: ition 
ships for the trans-Pacific trade of the Oceanic Steamship Co. About 
$500,000 has been obligated for research and advance ship design 
activities. 

Bids have been opened on the contract for the construction of the 
high-speed tanker authorized in the 1956 appropriation. While we 
have not completed analysis of the bids received, it appears that the 
cost of this ship may be somewhat higher than the $10 million included 
in our 1956 budget estimate. 

Negotiations are under way with American President Lines for the 
construction of the two combination ships with final agreement on the 
characteristics of the ships and solicitation of bids expected by the 
end of this calendar year. 

With respect to the $23 million appropriated for the tanker trade-in- 
and-build program, we have recently submitted a letter to the Ap- 
propriation committees of both the House and the Senate advising that 
due primarily to the increased world market price of tankers there is 
little interest on the part of tanker operators in trading in their ships at 
depreciated book value. In that letter we requested the concurrence of 
the committees in the payment of national defense allowances for new 
tankers constructed to replace tankers sold for foreign registry but 
remaining under effective United States control. If this approval is 
forthcoming, we have immediate prospects for construction of two 

tankers at a cost to the Government of approximately $2.2 million 
and other contracts of a similar nature may develop. 

We are conducting negotiations with all segments of the industry 
for acceleration of the c: irgo ship replacement program. Present dis- 
cussions and applications involve 11 operators and 52 ships. We are 
confident that within this group we will obtain contracts for the maxi- 
mum amount of construction that can be accomplished with the 
$23,450,000 available in the current year. 

This committee has been advised of our desire to proceed with the 
conversion of an additional Liberty ship to obtain actual experience 
in the economic and defense value of the closed-cycle gas turbine as a 
ship propulsion unit. We have reserved $3.5 million for the accom- 
plishment of this conversion upon receipt of the concurrence of the 
Appropriation Committees of the House and the Senate. It is our 
belief that this type of engine is best suited for future uses as a pro- 
pulsion unit using atomic energy as a source of power and that installa- 
tion and operation of this unit in an existing ship is of utmost impor- 
tance to the development of an economically useful atomic ship. The 
data obtained from the service under operating conditions of this 
and the ships now being converted will take on added s significance as 
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we accelerate the replacement program. If we are able to find ways 
of more efficiently and economically propelling merchant ships or in 
more efficient handling of cargo, we will have made an important con- 
tribution to the American merchant marine. 


OUTLOOK FOR CONTINUING INCREASED ACTIVITY 


The outlook for continuing increased activity in ship construction 
is most encouraging. Based on the constructive interest of the Con- 
gress and the administration which initiated the necessary legisla- 
tion and appropriations, we are at the start of a program of activity 
in the shipyards which has already begun to put substantis illy more 
men to work than at the low ebb of shipbuilding last year. Although 
we now have approximately 8,000 men employed on new construction 
of conversion for the Maritime Administration and the account of 
private operators, our 36,000 man goal will not be met soon. 

Our records show that at the present time there are 36 ships being 
constructed, reconditioned, or converted in our shipyards or on order. 
These stem from the fiscal 1955 and 1956 ship construction ee 

Seven ships have already been delivered during the current fiscal yea 
These 36 ships, which include 6 passenger ships, represent a total of 
about $ $330 million of shipyard work. This amount does not include 

$12,340,000 worth of repair work placed with the repair yards of the 
Nation i in bettering the naval auxiliary type ships in our reserve fleets. 

Before the end of this fiscal year we can look forward to a consid- 
erable increase in the way of orders, which I am confident. will bring 
the total amount of work under construction, placed, or delivered dur- 
ing the year, to better than a half billion dollars. 

The new orders should include the probable placement of orders for 
up to 12 roll-on roll-off ships, the possibility of the MSTS long-term 
charter of 14 new tankers, the placement of 1 prototype t tanker by the 
Maritime Administration, the start of an additional experimental con- 
version of a Liberty, the possible placement of 2 combination ships for 
American President Lines, and the availability of current funds for 
replacement of dry cargo ships. 


SALE OF MARINERS 


Some of the operators have bought Mariners and are converting 
them to their needs in lieu of entering upon new construction. We 
have sold 10 Mariners, 1 was lost, 1 was taken by the Navy, and we 
have 23 left of the original 35. United States Lines has indicated 
real interest in buying 6 to 8 Mariners, and Pacific Far East Lines 
and American President Lines have indicated interest in acquiring 
additional Mariners for their services. On our part the Federal Mari- 
time Board is indicating willingness to sell Mariners in the future only 
at the 20-knot price rather than the cheaper 18-knot price. Experi- 
ence has shown that the operators who have bought Mariners are 
using them at 20 knots. We believe that with the new work in hand 
or going into the yards we are justified in selling off the Mariners 
even though the wile of the Mariners defers the placement of orders 
for a like number of new dry cargo vessels. 
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STABILIZATION OF 20-SHIPS-A-YEAR REPLACEMENT PROGRAM 


In a long-term picture, wherein we are attempting to phase out ship- 
building on a more regular annual basis than has obtained in the 
past, the hard core of our planning must rest with the replacement pro 
grams of the steamship lines holding operating-differential subsidy 
contracts with the Government. From among these companies we 
have encouraging signs of being able to level out on an assured 20- 
ships-a-year replacement program. 

The operating-differential subsidy contracts of 7 of the 16 subsidized 
operators will expire December 31, 1957. W . have adopted the prac- 
tice, with the approval of the Conmptroller General, of negotiating 
standby contracts with these operators not more than 2 years in ad- 

vance of their present contract expiration date. This program per- 
mits advance planning for the construction of replacements ships to 
be covered by the new operating subsidy contracts. In these standby 
contracts ship replacement programs are spelled out with a view to- 
ward overcoming the well-known problems of block obsolescence and 
the leveling out of construction in the shipyards. These replace- 
ment programs therefore involve both acceleration and deceleration 
of replacement of ships becoming 20 years of age. To date, we have 
signed five contracts providing for long-range repl: wcement programs. 

Although the subsidy contract with the Oceanic Steamship Co. 
would have expired December 31, 1957, a new contract has already 
been executed effective January 1, 1956. Under this contract Oceanic 
has acquired 2 Mariner ships for conversion to combination ships, and 
has agreed to submit a program. for the replacement of its 4 cargo ves- 
sels on notice from the Board after January 1, 1960. 

American President Lines, under the provisions of its contract which 
expires December 31, 1957, has already acquired from the Govern- 
ment four Mariner ships for operation. The Federal Maritime Board 
recently agreed to the execution of a new operating subsidy contract 
effective January 1, 1957, providing for the replacement of 4 combina- 
tion ships, 9 cargo ships and 2 passenger ships, to enter service between 
1960 and 1965 on an evenly phased basis. Vessel replacement pro- 
graming by this operator continues. 

Moore-McCormack Lines was very recently granted a new 20-year 
standby operating subsidy agreement to become effective Janu: ry 1, 
1958. ‘This contract calls for the company to replace its entire cargo 
fleet of 31 ships on an evenly phased basis between 1958 and 1970. 
In addition, Moore-McC ormack Lines awarded a contract to Ingalls 
Shipbuilding Corp. for the prompt construction of two passenger ves- 
sels to replace the steamship Argentina and steamship Brazil. 

On January 17 a similar contract was executed with Grace Lines, 
Inc., under which Grace must replace 9 combination and 15 cargo ships 
in the period 1960 to 1969, on an evenly phased basis. In addition, 
Grace Lines contracted with Newport News Shipbuilding & Drydock 
Co. for the prompt construction of two replacement passenger ships 
for the Santa Rosa and Santa Paula. 

We are now negotiating for a new long-range standby contract with 
— Bros. Steamship Co. and hope to have it finalized in the near 

uture. 
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Negotiations are also underway with Seas Shipping Co. with respect 
to a standby contract that will provide for replacement of its vessels. 
There is no replacement program provided in their current subsidy 
agreement, which expires December 31, 1957. 

The operating-differential subsidy agreement with Mississppi Ship- 
ping Co. also expires December 31, 1957, and this contract has no 
specific replacement requirements. Negotiations for a standby con- 
tract are now underway. 

Although the subsidy agreement of Pacific Far East Lines does 
not expire until December 31, 1962, the company has already acquired 
4 Mariner ships, 3 as replacement ships. Its contract also requires 
Pacific Far East Lines to build 5 new cargo ships or to purchase 5 addi- 
tional Mariners, 1 each year, 1957 through 1961. 

The current operating subsidy contract with United States Lines 
Co., which terminates as to cargo vessels on December 31, 1965, includes 
a requirement to contract for replacement of 44 C2 cargo vessels by 
the time each vessel reaches 17 years of age, and 6 Victory ships by 
July 2, 1957. Replacement of the C2’s will occur, therefore, between 
1960 and 1963. As indicated earlier we are now negotiating with 
United States Lines to sell them 6 to 8 20-knot Mariners to enable 
United States Lines to retire their Victory type ships. 

The other seven subsidized operators have operating subsidy agree- 
ments which expire between December 31, 1958, and December 31, 1965. 
Some of these contracts have ship replacement obligations and some 
do not. 

We have 16 lines and roughly 300 vessels in our subsidized fleet. 
We have finalized contracts with 5 lines covering replacement of 83 
vessels. Before the end of this fiscal year we hope to finalize contracts 
with an additional 3 lines covering 80 vessels. Negotiations with the 
remaining operators will be continued in fiscal 1957. It should, of 
course, be kept in mind that many of these replacement programs are 
subject to modification should circumstances warrant. 

There are several auxiliary sources of prospects for shipbuilding 
that go beyond the contractual obligations of the various subsidized 
lines. Predominant are the tankers and roll-on roll-off ships men- 
tioned earlier. Increasing attention is being given to the roll-on roll- 
off type of vessel as an important answer to the disabilities which have 
been facing the domestic trades. The completion of one of this gen- 
eral type now being built for MSTS and, we hope, of several commer- 
cial types in the near future, will mean the beginning of the develop- 
ment of this new type of vessel for our merchant marine. 


PROPOSED CARGO SHIP REPLACEMENT PROGRAM FOR 1957 


Our 1957 request for funds for the cargo ship replacement program 
contemplates the construction of about 20 ships to replace existing ton- 
nage at a cost to Government of $88.4 million for construction sub- 
sidies. Weare confident that an orderly replacement schedule can be 
worked out for replacement of all of these ships over a period of years 
and that the crash impact on the shipbuilding industry resulting from 
replacing the subsidized fleet between 1963 and 1965 will be avoided. 

The estimate of $88.4 million for 1957 is based on assumption that 
the operators who would be ready to execute contracts during the fiscal 
year would include the United States Lines for 5 ships; Lykes Bros. 
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for 5 ships; Moore-McCormack for 2 ships; States Marine Lines for 
2 ships; and American Bulk Carriers for 6 combination ore carriers- 
tankers. While these pending applications form the basis for the 
estimate, it is possible, in fact probable, that other companies may be 
in position to execute contracts earlier than these companies and sub- 
stitutions may be necessary. As an example, Moore-McCormack Lines 
have very recently indicated a desire to begin construction on 5 or 6 
new ships of the clipper class at an early date. Construction of these 
ships may precede some of those contemplated at the time the estimate 

was prepared. Such changes may also lead to some adjustment be- 
tween the amount provided ‘for construction subsidy and that provided 
for the acquisition of used ships. 

The needs of national defense and the importance of avoiding the 
economic impact of the crash-construction program demand that the 
Government exert every effort to encourage prompt initiation of the 
replacement program. While the shipping industry is demonstrating 
a fine spirit of cooperation, it is evident that the replacement program 
will not move forward unless funds for the Government’s share of the 
cost are made available. 

Other funds requested under the appropriation “Ship construction” 
include $37.9 million for the construction of three prototype ships 
for Government account. Prototype ships include 2 cargo ships of 
a type suitable as naval auxiliaries and 1 nuclear powered tanker. 

I would like to emphasize the importance of the construction of pro- 
totype ships. ‘The two cargo ships are of the type intended for mass 
production in a time of emergency, as well as part of the standard 
design for commercial ships developed by the Martime Administra- 
tion. These ships are the austerity type but even so are suitable for 
commercial use. It is because of this future use as a standard for 
mass production that the need for construction of the prototype is of 
special importance. Construction of a ship of the proposed design 
will permit the full use of engineering improvements and minor 
changes to obtain the best possible ship in the event of construction in 
great numbers. The development of detailed working plans and 
specifications will advance by many months the construction schedule 
in the event of full mobilization. It will permit the formulation of 
accurate detailed plans and requirements for mobilization construction 
facilities. As an incidental benefit, it will provide additional ships 
which could be sold to further implement the ship-replacement pro- 
gram or to increase the active fleet. 


ATOMIC PEACE SHIP 


The atomic peace ship to be requested as a 1956 supplemental by the 
President has the first priority in funds and in construction ; however, 
in time, the development of a nuclear powered, economically feasible, 
commercial ship should be undertaken. 


ACQUISITION OF SHIPS UNDER REPLACEMENT PROGRAM 


Our estimate includes $15 million for the acquistion of ships traded 
in under the replacement program. The ships acquired will be placed 
in the reserve fleets and will improve the overall value of. the reserve 
fleets as well as providing an inducement to the operators to advance 
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the replacement program. It is expected that approximately 15 ships 
will be acquired although some variation may develop depending upon 
the type of ships tr aded in. 


RESEARCH AND DEVELOPMENT 


The research and de ‘velopment program proposed for fiscal 1957 
provides for the expenditure of $5 million. It is planned to convert 
one additional Liberty ship as an extension of the program begun in 
1955. In this conversion we will incorporate all of the features and 
modifications in engine improvement and increased mobilization po- 
tential accruing from the existing program. We thus expect to 
develop the full value from experimental use of gas turbines and other 
propulsion units as well as determining the possibilities of upgrading 
the reserve fleet ships in the event of an emergency requirement. The 
conversion of this ship is expected to cost $3.6 ‘million. The balance of 
$1.4 million under this activity will be used for various research proj- 
ects designed to improve the design, seaworthiness, and efficiency of 
the merchant fleet. 


ADMINISTRATION OF CONSTRUCTION PROGRAM 


A total of $3 million is requested to provide for the costs of admin- 
istering the construction program for the full period the ships will 
be under construction or conversion. 


OPERATING-DIFFERENTIAL SUBSIDIES 


Turning now to operating-differential subsidies, a major obstacle 
to final liquidation of amounts payable for the earlier postwar years 
has been removed. In December 1955 the Federal Maritime Board 
approved subsidy rates for protection and indemnity insurance for 
most of the companies for the years 1947 through 1952. This has been 
a major problem because of the lack of uniformity in insurance rates 
and the consequent difficulty in establishing comparability between 
domestic and foreign costs. We are now in a position to proceed with 
the final audit of the operators’ accounts and the payment of the final 
10 percerit on amounts due for these prior years. It is expected that 
funds provided in fiscal 1956 will be sufficient to pay the full amounts 
due for the years 1947 through 1951. 

The estimate of $124 million for this appropriation reflects our 
program for the further liquidation of these past due amounts and to 
remain current in the payment of subsidies earned. This amount will 
permit payment of all subsidies due through calendar year 1953, pay- 
ment of 90 percent of amounts due for « -alendar years 1954 and 1955, 
and the making of 75 percent payments for calendar year 1956, and the 
first quarter of 1957. The appropriation language proposes con- 
tinuation of the limitation on the number of voyages under contract 
but makes provision for increasing the number from 1,950 to 2,075 
to permit full consideration of subsidy applications now pending. The 
inclusion of these voyages in the limitation does not necessarily an- 
ticipate approval of ‘the + applications. It does make it possible for 
the Federal Maritime Board to approve the application in the event 
the applicant meets all of the requirements provided under the Mer- 
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chant Marine Act and it is found by the Board to be in the public 
interest. 
SALARIES AND EXPENSES 


The appropriation “Salaries and expenses” includes funds for the 
regular staff required to administer the programs of the Federal Mar- 
itime Board and the Maritime Administration, the maintenance and 
preservation of the 4 reserve shipyards, the operation of 5 warehouses 
used for the storage of marine equipment, the standby maintenance 
of the inactive training station at Alameda, Calif., and the preserva- 
tion of approximately 2,100 ships in our 8 reserve-fleet sites. 

In the administrative expense activity, the request of $6.6 million 
provides for an increase of 35 positions over the current staff. These 
additional personnel are made necessary by the increasing workload 
in the administration and supervision of the operating and construc- 
tion-differential subsidy programs and to provide a permanent staff 
to conduct research and development in naval architecture and marine 
engineering. 

For the maintenance of reserve shipyards a total of $831,400 is 
requested. This will permit an increase of 18 temporary positions 
to accomplish demolition of 3 badly deteriorated outfitting piers at 
the Wilmington, N. C., vard. These piers are a fire hazard. are dan- 
gerous to personnel and navigation in their present condition and 
removal will facilitate reactivation of the shipyard in the event of 
an emergency. Other increases are required to accomplish urgent 
deferred maintenance projects and to remove the old shipways and 
craneways at the Vancouver, Wash., shipvard. These ways also must 
be reconstructed for any future use and in their present condition 
represent a fire hazard imperiling the many thousands of motor ve- 
hicles of the United States Air Force stored at this installation. 

For the m: aintena ance and operation of warehouses $743,100 is re- 
quired in fiscal 1957. This estimate does not contemplate any change 
in employment but an increase in funds over the current year is re- 
quested to permit accomplishment of deferred maintenance work and 
to replace wornout wartime equipment. These warehouses are used 
for the storage and preservation of over $42 million worth of marine 
equipment necessary to the reactivation of reserve fleet ships. Proper 
maintenance of the buildings is essential to the protection of the 

valuable equipment stored therein. 

Funds in the amount of $75,500 are requested for the continued 
preservation of the reserve training station at Alameda, Calif. No 
change in staffing is anticipated but a minor increase in funds is 
required for maintenance and repairs. 

The estimate of $7,250,000 for reserve fleet expenses will provide 
an increase in the preservation force to liquidate the backlog of pres- 
ervation work which has developed over the past several years. The 
increase granted for the current fiscal year permitted the elimina- 
tion of a part of this backlog and it is our plan to bring this work 
to a virtually current basis by the end of fiscal year 1957. The funds 
requested include increases to accomplish required dredging at 2 fleet 
sites and for the replacement of w artime equipment which is worn 
beyond economic repair. 
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MARITIME TRALNING 


The appropriation “Maritime training” provides for the operation 
of the United States Merchant Marine Academy at Kings Point, N. Y., 
and for a staff of 4 persons in the Washington office to provide liaison 
with the Academy and the 4 State maritime academies. The estimate 
of $2.2 million provides for continuing the training program on the 
same basis as in the past with a small increase in enrollment to permit 
graduation of 100 deck and 100 engineer officers per year. The small 
increase in fund requirements is to cover the classified pay increase, 
being absorbed in 1956, and to permit urgent deferred repairs to build- 
ings and facilities. 


FEDERAL AID TO STATE MARINE SCHOOLS 


The request of $660,000 for Federal aid to State marine schools pro- 
vides for continuation of the same level of support as has been pro- 
vided in the current year. 


SHIPYARD MOBILIZATION PLANNING 


A request for an appropriation of $1 million is submitted as a new 
item under the heading “Shipyard Mobilization Planning.” The pur- 
pose of this request is to provide funds for premobilization planning 
of ship construction facilities to determine the adequacy of produc- 
tion facilities in the event of an emergency. These funds will be used 
for engineering condition surveys and production studies of existing 
yards and the requirements for new yards. This activity is for 
advance planning only and does not provide for activation of reserve 
yards or the procurement of tools or equipment. 


LANGUAGE CHANGE—VESSEL OPERATIONS REVOLVING FUND 


A request is included in our budget submission for a change in the 
appropriation language under the vessel operations revolving fund to 
permit the use of this fund for expenses incident to activation, repair, 
and deactivation of Government-owned ships in connection with 
chartering activities. From time to time situations have developed 
making it highly desirable to charter vessels for both the coastwise and 
foreign trade. Under our present appropriations and the existing 
authority of the revolving fund, no funds are available for preparing 
the ships for charter. The proposed language would make this fund 
available for these expenses and would authorize the deposit of charter 
receipts into the fund to provide a continuing source of revenue. 


AMENDMENTS TO 1957 BUDGET ESTIMATES 


LANGUAGE CHANGES 


In addition to the reduction in the “Ship. construction” appropria- 
tion previously mentioned, two other amendments to the 1957 budget 
estimates have been transmitted to the Congress. Both of these 
amendments involve language changes but not the appropriation of 
additional funds. 
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The first of these is a request for rescission of the limitation on 
the amount which may be expended for the liquidation of War Ship- 
ping Administration obligations. At the time the budget request 
was prepared it was not contemplated that this fund would be used 
for the payment of judgments rendered by the Court of Claims per- 
taining to these obligations. On January 31, 1956, the Maritime 
Administration was advised by the General Accounting Office that 
such claims should be paid from this appropriation. In view of this 
decision, payments during fiscal year 1957 will exceed the $3.4 million 
proposed as a limitation. The amount is estimated at approximately 
$6 million but may be more if there are any delays in court action and 
there is a carryover of amounts we now hope to pay during 1956. The 
deletion of the limitation to permit payment of Court of Claims 
judgments will not increase the total payments to be made by the 
Government since corresponding reductions will be reflected in the 
requests submitted by the Treasury Department for funds to pay such 
claims. There are sufficient funds remaining in the appropriation to 
meet these requirements. Rescission of the limitation is proposed in 
order to permit prompt payment of judgments rendered to minimize 
the amount of interest accruing on these claims. This fund is not 
used to incur new obligations but merely to pay the amount established 
by the courts to liquidate longstanding obligations. 

The second item is a request for extension of authority to transfer 
funds from the appropriation “Repair of reserve fleet vessels” to the 
appropriation “Salaries and expenses.” No funds are requested in 
fiscal 1957 to liquidate the contract authority for the repair of reserve 
fleet vessels since it is expected that this program will be completed 
during the current fiscal year and no additional funds will be required. 
This appropriation has, in the past, provided for the transfer of funds 
to cover the cost of administering the program and the cost of repre- 
serving the ships upon their return to the fleets. Even though the 
repair contracts will have been awarded before the end of the current 
year, some of the ships will still be in the repair yards and the audit 
of the contracts will not be completed. No provision was made in our 
“Salaries and expenses” appropriation for these costs and authority is 
requested to permit the use of unobligated balances remaining in the 
appropriation for these expenses. The administrative costs of this 
program in 1957 will not exceed $156,000. The cost of represerving 
the ships returned to the reserve fleets after the close of the current 
fiscal year cannot be predicted with any degree of accuracy since we 
do not at this time know the exact number of ships to be in the repair 
yards at the end of this fiscal year. The cost of represerving all of 
these ships is included in the present program and thus no additional 
funds will be required, but the fiscal year in which these costs will be 
incurred cannot be determined accurately. 


SHIPYARD MOBILIZATION PLANNING 


We have a request for $1 million for the shipyard mobilization 
planning. It seems to us that this in an urgent requirement. It is a 
program to establish what the requirements are for expansion of ship 
construction in the event of an emergency, to ascertain the available 
areas that could be used, the minimum type of plants and have all that 
information in hand instead of postponing it. 
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Mr. Tuomas. Dr. Fleming has been planning that for 10 years 
at ODM. 

Admiral Forp. This is the ODM plan. 

Mr. Tuomas. Why keep on for the next 15 years? There is bound 
to be an end to it. They have already been doing it for 10 years. Now 
you want to keep it on indefinitely. 

Admiral Forp. This is placing them in a state of semireadiness, 
doing things that you could not do in wartime in order to begin a 
shipbuilding program. No funds have been appropriated for this 
purpose up to this time. 

Mr. Fioop. Has anything ever happened to Dr. Fleming’s plans? 
He has been planning things for 10 years. 

Mr. Preston. You have to have a war to find out. 

Mr. Tuomas. They change them from year to year. 

Mr. Preston. We will go into the questioning after lunch, as soon 
as you finish your general | statement. 


AMENDMENTS TO 1957 BUDGET ESTIMATES 


Mr. Morse. There are three amendments which have been submitted. 
One is the War Shipping Administration liquidation fund. We are 
requesting that the limit on expenditures be removed so that out of 
this fund we may pay Court of Claims judgments. In the past we 
have been authorized to pay judgments of the districts courts and 
out of court settlements. We were not permitted to use the fund 
for the payment of Court of Claims judgments. We are asking that 
the restriction be removed so that we can pay Court of Claims judg- 
ments in addition to the district court and the out-of-court settle- 
ments. The reason we have not had that authority in the past is that 
GAO took the position that the funds could not be utilized for the 
purpose of paying Court of Claims judgments and their thinking on 
that matter has recently changed. They now say that those funds 
could be utilized for that purpose if the restriction were removed. 

In addition, on our emergency ship repair program our contract- 
ing authority terminates with this 1956 current fiscal year but we are 
requesting that we have authority to transfer funds, unexpended al 
ances of that fund, for administrative expenses in administering this 
program. We are requesting permission to transfer not to exceed 
$156,000 for the purpose of administrative expense in this specific 
program and in addition to transfer funds to represerve the ships 
upon their return to the reserve fleets. 

I think that pretty well covers the items even if not in adequate 
detail. 

Mr. Presron. We will go into them. 

The committee will recess until 1: 30, 


AFTERNOON SESSION 


Mr. Presron. The committee will come to order. 

At the time of the recess the Maritime Administrator, Mr. Morse, 
I believe had completed his general statement. Are there any ques- 
tions on the general statement, Mr. Thomas? 

Mr. Tuomas. No questions. 
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Mr. Preston. Mr. Clevenger. 
Mr. Crevencer. No questions. 
Mr. Preston. Any questions, Mr. Bow ? 


Mr. Bow. No questions on the general statement. 
Mr. Preston. Then we will proceed with the first item. 


Sure ConstrRucTION 


Frage am and financing 


1955 act 





Program by activities: 
. Construction-differential subsidy 
2. Construction of prototype ships-_-- 
Acquisition of tankers ited 7 
Acquisition of replaced ships- LS 
. Research and development_- : 
}. Administrative and warehouse expenses <tte 


$3, 255, 


Total obligations 
Financing: 
Unobligated balance brought forward 


Unobligated balance carried forward 65, 112, 


Appropriation _---- 2, 600, 


Pare by onjerie 


Object classification 1955 act 


07 Other contractual services. - 
Services performed by other agencies 
Equipment . 


09 oe . 
Grants, subsidies, and contributions iw gh acon 


11 


Total obligations 


, 7o4, 


6, 247, 
230, 


17, 487, 5 


$148, 
339, 

13, 744, 
3, 256, 


17, 487, 


ual 


235 $81, 644, 765 


9, 000, 000 | 


782 13, 245, 218 
9, 650, 000 
11, 052, 688 
754, 000 


312 
180 


)9 125, 346, 671 
—65, 112, 491 
491 26, 215, 82¢ 


000. 86, 450, COO 


ual 


730 $2, 005, 000 
280 1, 384, 600 
264 | 


509 125, 346, 671 


Budget authorizations, Capenntnnes and balances 


1955 actual 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 

Balance brought forward: 
Unobligated 
Obligated 


Total budget authorizations available 
EXPENDITURES AND BALANCES 


Expenditures— pear 
Out of current authorizations 
Out of prior authorizations 


Total expenditures 
Balance carried forward: 
Unobligated 


Obligated 13, 068, 


Total expenditures and balances.......-...-.----------- | 82, 600, 


$82, 600, 
, 000 
8, 635 


2, 491 


1956 estimate 


000 $86, 450, 000 


65, 112, 491 
13, 068, 874 


20, 000, 000 


635 | 28, 000, 000 
26, 215, 820 
110, 415, 


| 


164, 631, 365 


874 


000 ik 


| a ® 
| 1956 estimate | 


1956 estimate | 


37, 212, 306 | 
235 | 84, 744, 765 | 
Somes 


164, 631, 365 | 


8, 000, 000 | 


545 | 


| 
1957 estimate 


| 
$101, 500, 000 
35, 400, 000 
15, 900, 000 
15, 000, 000 
5, 000, 000 
1, 400, 000 
174, 200, 000 
— 26, 215, 820 
16, 615, 820 


164, 600, 000 


1957 estimate 
$1, 345, 000 

2, 056, 200 

68, 425, 000 
102, 373, 800 


174, 200, 000 


1957 estimate 


$164, 600, 000 


26, 215, 820 
110, 415, 545 


301, 231, 365 


10, 000, 000 
53, 000, 000 


63, 000, 000 


221, 615, 545 


301, 231, 365 


| 16, 615, 820 
; | 


The first item is for ship construction, found on page 68 of the com- 
We will insert in the 
record at this point page 757 as well as the table on page 759. 


mittee print, and page 757 of the justifications. 


75136—56——-21 
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(The statements above referred to follow :) 


Summary of requirements 


Appropriation, 1956 
Deduct nonrecurring programs. 


Base for 1957 
Net difference—1957 over 1956: 
Requirements Difference 
At, MCS: (<-) 
1956 or 6 | ee 
adjusted | estimate crease (—) 


By activity 


Construction-differential subsidy . | $103, 700, 000 |-+-$103, 700, 000 
Construction of prototype ships_.......__- dba besaswettete | 37, 900,000 | 4-37, 900, 000 
Acquisition of replaced ships 15, 000,000 | +15, 000, 000 
Research and development - | 5, 000, 000 +5, 000, 000 
Administrative and warehouse expense -- | 3, 000, 000 | +3, 000, 000 





Gross requirements ‘ ' 164, 600, 000 | +164. 600, 000 +164, 600, 000 


en CRE Or OR BONE a oiiidictcccnascdeebermbidendadicessnctiammetnes 
ppro} , 


Breakdown of estimate by activity 


. Title V construction $103, 700, 000 
. Title VII construction__- 37, 900, 000 
Re te Wire ge A Ck a ee 15, 000, 000 
. Research and development 5, 000, 000 
. Administrative and warehouse expenses____--_----_--_--------- 3, 000, 000 


LONG-RANGE SHIP-REPLACEMENT PROGRAM 


Mr. Preston. Mr. Morse, briefly discuss the a range ship-replace- 
ment program, and tell us whether it is a ealistic. program, and 
whether it is essential to the interest of the United States. 

Mr. Morse. Mr. Chairman, we consider that a merchant marine is 
the fourth arm of defense. You may recall that in World War II the 
cost of building the fleet, merchant fleet, for use during the war, was 
in the neighborhood of $12 billion, and we had no operating fleet in 
the offshore trade of a character similar to the one we have here. 

The 1936 act is proving to be a very sound act, permitting these 
operators to make a fair return on their investment. It requires that 
they deposit, in a special reserve, construction reserve funds for 
replacing ve essels, and they are the only group, the subsidized opera- 
tors, who are in position to enter into a ‘replacement program. The 
nonsubsidized operators, and those that operate in the domestic trade, 
are not in that favorable position. 

The long-range program we have is realistic. We have signed up 
with 5 of the operators already for the long-range replacement pro- 
gram, of their respective fleets, and we are presently negotiating with 
4 other operators and we anticipate having firm contracts finalized 
with them within the next 2 or 3 months. We are satisfied that we 
will have a minimum of 20 dry-cargo ships built each year for the 
subsidized operating fleet, spread over a 15-year period. Their present 
fleet is approximately 300, and that will constitute a replacement 
program. 
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CONSTRUCTION DIFFERENTIAL SUBSIDY 


Mr. Preston. Let us take up the first item on page 757, “Construc- 
tion differential subsidy.” Give us the number of ships involved. 

Mr. Morse. This item is $103,700,000; that covers 2 combination 
ships for the American President Line, and in my opening statement 
I mentioned that the Maritime Board has deferred building these 2 
combination ships on condition that the American President Line 
buy at the present time 2 Mariners and make suitable conversion of 
those. Mariners for use in their round-world service. So we have sug- 
gested a reduction in this appropriation request from $15,300,000 to 
$2,300,000. 

On the other item, “Ship-replacement program,” there is an estimate 
for 20 ships, of $88,400,000. That is based on construction subsidy 
ao by the Government, for approximately 20 ships, and it may 
92 more and it may be less, of a type and character suitable for the 
needs of the particular operators in the various trades. 


STATUS OF CONTRACT NEGOTIATIONS IN SHIP-REPLACEMENT PROGRAM 


Mr. Preston. How firm is this proposition; how many offers do you 
have pending at this time that will be contracted for in fiscal 1957 ¢ 

Mr. Morse. To say how firm it is, we cannot say that we have a firm 
contract for the 20. Lykes Steamship is obligated to build five ships, 
conditioned on being authorized to make a voluntary deposit. They 
have to make the election before June 30 of this year, and I am satis- 
fied they will proceed with it, because they have an overall replace- 
ment program of their entire fleet, and it is very desirable for them 
to get the voluntary deposit. 

The United States Line is talking about purchase of 6 to 8 
Mariners—that is not construction, but conversion. 

The Moore-McCormick is talking now about building six Clipper- 
type vessels. 

Mr. Preston. You say they are talking about it? 

Mr. Morse. Yes. 

Mr. Preston. How firm, how definite is it, how much sincerity is 
there in it? You are asking for money to be appropriated. 

Mr. Morse. We appreciate that. 

Mr. Preston. For a program? 

Mr. Morse. Yes. 

Mr. Preston. You in effect are asking for a blank check? 

Mr. Morse. We appreciate that, but we cannot contract with these 
people until we have an appropriation. 

Mr. Preston. Well, you can go mighty close to the contract point, 
however. You are asking us to take the risk instead of your taking 
the risk. 

Mr. Morse. No, I do not see that you are taking any risk, Mr. Chair- 
man. 

Mr. Preston. Well, you are asking us to appropriate funds in the 
dark, and if we do not do it, what you will be forced to do is go ahead 
and negotiate up to the contract point, and then come in here and say 
we are ready to do business for X number of ships, and we think they 
will require so much money. Then we may say, all right, if you are 
up to that point, we will appropriate X number of dollars, but as 
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of right now or just as it was a few days ago when you were here 
for a supplemental for fiscal 1956, you were not in position to justify 
20 ships, 15 ships, or 10 ships. 

Mr. Morse. Of a firm contract, we do not have that in hand, but 
we are negotiating with 11 different operators, totaling some 52 ves- 
sels, and of those 52 vessels, 38 vessels of those involve either construc- 
tion subsidy, or national defense, or both. Now some of those will 
not materialize, but we are satisfied that there will be a minimum of 20. 

Mr. Preston. All right. 

Mr. Morse. How to identify these 20 is difficult for us to say. 

Mr. Preston. You have $23 million for fiscal 1956, have you not? 

Mr. Morse. Yes. 

Mr. Preston. And you have not contracted for a single dollar of 
the $23 million as yet, have you? 

Mr. Morse. No. 

Mr. Preston. And you are asking for 

Mr. Morse. And that $23 million would cover 5 ships only. 

Mr. Preston. Well then why did you ask us to raise the limitation 
the other day when you were testifying for funds? 

Mr. Morse. Assuming those all required construction subsidy, 5 
ships only. We asked that the limitation of 5 ships be raised, on 
the assumption that some of those ships to be built with the $23 mil- 
lion would not require subsidy, but would require only national de- 
fense allowances. 

Mr. Preston. That is right; you used the figure of 25, and we very 
generously made it 20, so as to be certain. I am not sure but what 
you have sent in a request for Santa Claus. 

Mr. Morse. No. 

Mr. Preston. Not only do you have the $23 million, without a dollar 
having been spent, but here it is in March, the latter part of March, 
with the fiscal year ending June 30, and you want $103,700,000 for 
the same purpose for which you already have $23 million. And when 
we ask about what is firm about it, what you actually know that you 
are going to do with it, not only can you not tell us about the $103,- 
700,000, but you are still not in position to tell us what you are going 
to do with the $23 million. 

Mr. Morse. Suppose I read into the record the name of the people 
with whom we are negotiating, with the number of ships in which 
they are interested. 

Mr. Preston. That is a vague kind of language, Mr. Administrator. 
It is mighty easy to negotiate, and to talk about things in terms of 
long-range planning, but get down to something firm that we can 
base our appropriation on, and I am afraid you are not going to be 
able to do it. 

Mr. Morse. Mr. Preston, we do not have a contract that is firm to- 
day with any of these operators calling for a specific number of ships 
to be built in the fiscal year 1957, but we do know that there are 
negotiations, and we will get new construction from some of the 
operators. Which one is difficult to say, and we cannot identify by 
names or number at this moment. In the previous years, some years 
ago there used to be a revolving fund which was available which would 
enable Maritime, when they were able to make a contract, to go ahead 
and contract. We have no such revolving fund at the present time 
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and I am not asking a revolving fund for this purpose, but we do know 
that we will be able to contract with some of these people and we will 
need appropriation in order to do that. 

Mr. Tuomas. If you lived up to the terms of your subsidy contract 
you would know exactly when you are going to need money for ships. 
You have not lived up to it, because under the terms of it, they have 
to replace their ships in 20 or 25 or 30 years. 

Mr. Morse. That is so, but there are a few of the subsidies 

Mr. THomas. You have not lived up to it, but you have just per- 
mitted them to buy ships at 10 or 15 cents on the dollar, the taxpayers’ 
money 

Mr. Morse. That is not entirely true, Mr. Thomas. 

Mr. Tuomas. Go ahead, I will take this up in a few minutes. 

Mr. Morse. We have entered into a replacement, long-range con- 
tract, with these operators which 

Mr. Tuomas. How many ships have they built in the last 10 years? 

Mr. Morse. None. 

Mr. Tuomas. They have been getting that subsidy every year for 
the last 10 years, have they not? 

Mr. Morse. Yes. 











SALE OF MARINERS AND WORLD WAR II SHIPS 


Mr. Tiromas. And you let them buy ships at 15 cents on the dollar, 
replacement ships, old ones, instead of building new ones. 

Mr. Morse. Which ones are you talking about now, the Mariners, or 
are you talking about the World War IT ships? 

Mr. Tuomas. I hope you are not giving the Mariners away at any 15 
cents on the dollar. 

Mr. Morse. No. 

Mr. Tuomas. I hope not. 

Mr. Morse We are selling those as 20-knot ships; we are not selling 
them as 18-knot ships, and the basic price is in the neighborhood of 
$5,500,000. 

Mr. Tuomas. They cost you more than that? 

Mr. Morse. Certainly they cost more; they cost the Government 
about $9,225,000. 

Mr. Tuomas. Well, they are getting them for about 50 cents on the 
dollar, and it will not be long until they will get down to about 15 
cents on the dollar? 

Mr. Morse. There will not be any left by that time. 

Mr. Tuomas. Well, they will take all of them at 50 cents on the 
dollar. 

Mr. Morse. That constitutes the construction subsidy on ships, the 
price of the Mariners. 

Of course you realize that most of these ships in the fleets do not 
become of age, 20 years of age, until 1962 and 1965. In these con- 
tracts we have now negotiated within the last 6 months, we have re- 
quired that they advance the replacement program as to a part of their 
fleet, and they retard their replacement program as to other vessels. 

Mr. Tuomas. They replenished those ships just before the war with 
the ones that become obsolete in 1963, at 15 cents on the dollar, or 
something like that. 
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Admiral Forp. That is not correct. We are requiring in the new 
contract 

Mr. Morse. That was not the question. The question was how much 
did these World War II ships cost. 

Admiral Forp. I thought the question was are we letting them re- 
place the ships with ships at 15 cents on the dollar. 

Mr. Tuomas. Oh that was long before they heard of you Admiral; 
you were in the Navy then. 

Admiral Forp. But the present 10-year contract written on those 
ships that they bought, that you say they paid 15 cents on the dollar 
are now expiring within the next 2 years. We are drawing up a 
contract, and in the new contracts they are entering into an obliga- 
tion to replace those ships with new ships. Those are the ships we are 
asking for funds in this appropriation and in our subsequent appro- 
priation. 

Mr. Morse. That 15 cents was in fact 35 percent of the construction 
costs to the Government. 

Mr. Tuomas. You are talking about the replacement costs, so we are 
both right. 

Mr. Morse. Yes; I would say that that is probably just about right. 

Mr. McMoutten. Actually, the return after World War II, so far 
as surplus is concerned, was the best record of any agency in the 
Government. 

Mr. THomas. What was that you said, Commander? 

Mr. McMutten. The return on those World War built ships, was 
one of the best records of any surplus assets in World War IT. 

Mr. Tuomas. Well, we cannot argue about that at all; it was a 
perfect give-away, and maritime is no different from the rest of them. 

Admiral Forp. A lot of these ships were sold foreign, to foreign 
competition, as you know. 

Mr. Morse. At the same price for which the Americans bought 
them. They are not sold at a higher price. 

Mr. Tuomas. That was soon cut out. 

Mr. Morsr. There were over a thousand ships that were sold 
foreign. 

Mr. THomas. Some of them were; there is no question about that. 

Mr. Morse. Yes. 

Mr. Tuomas, Excuse me, Mr. Chairman. 


PROPOSED AUTHORIZATION FOR TRANSFER OF FUNDS BETWEEN APPROPRIATIONS 


Mr. Preston. Now, assuming that the committee should decide to 
appropriate $103,700,000. That appropriation would be subject to 


the language on the top of page 69 of the committee print, which 
reads: 


To remain available until expended, provided that transfers may be made to 
the appropriation for the current fiscal year for salaries and expenses, for 
administrative and warehousing expenses, not to exceed $1,400,000, and for 
reserve fleet expenses in such amount as may be required, and any such transfer 
shall be without regard to limitation under that appropriation on the amounts 
available for such expenses. 


That is true, is it not? 
Mr. Morse. Yes. 





Mr. Preston. And so it makes it even more of a blank check, 
because not only could you use it for the purpose of the construction 
differential subsidy, but for the purposes contained in the language 
that I have just read. 

Mr. Fisurer. Mr. Chairman, the $1.4 million, which is proposed for 
transfer for administrative and warehouses expenses includes $1 mil- 
lion for reimbursement to that appropriation for administrative costs 
incident to the program that has already been covered by appropri- 
ations, that is the 1955 and 1956 appropriations. 

The $400,000 that remains would be in connection with this 
program. 

With respect to the transfers for the reserve fleet expense, that is 
for the purpose of applying preservation materials to the ships placed 
in the reserve fleet, as the result of acquiring ships through this 
program. 

Mr. Preston. Now, with reference to the language about the trans- 
fer of the reserve fleet expense: What amounts have been transferred 
in 1956, and what amount is it anticipated will be for 1957? 

Mr. Fisuer. The 1956 transfers I think are in the neighborhood of 
$350,000. 

In 1957 it probably would be in the neighborhood of $25,000 per 
ship for those acquired through the replacement program. It would 
not be a substantial amount. The reason we did not set up a limita- 
tion is that we do not know in advance the condition of the ships, to 
what extent preservation must be made and the amount of work that 
may be involved in preservation of these ships. 

Mr. Morse. The purpose of this is solely for the preservation of 
the laid up ships to be taken in. 

Mr. Fisuer. That is right. The regular preservation of the ships, 
once they are in the fleet, will be covered in the regular appropriation 
for reserve-fleet expense. 

Mr. Preston. What you are talking about here is taking them into 
the fleet ? 

Mr. Fisuer. Yes. 

Mr. Preston. When they are turned back ? 

Mr. Fisuer. Yes. 


AUTHORITY FOR CONSTRUCTION OF PROTOTYPE SHIPS 


Mr. Preston. On this question of the construction of prototype 
ships, I would like to hear from somebody, either your lawyer or 
yourself as to the authority you have for construction of a nuclear 
tanker. 

Before commenting on that, I wish the record to show that I as 
chairman of this subcommittee received a letter from the chairman of 
the House Committee on Merchant Marine and Fisheries, Mr. Herbert 
Bonner questioning the authority that the Maritime Commission has 
to build the three prototype ships that we are now discussing. I ad- 
vised Congressman Bonner that the committee operated on the premise 
that items must be justified by the proper legislation before it is ap- 
propriated for, and we would, when you appeared, question you on 
this point. We will be glad to hear from someone on that. 
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Mr. Morse. We took the position in our appearance before the 
Merchant Marine and Fisheries Committee last session, when this 
question was raised on these ships by Mr. Bonner at that time, that we 
did have authorization language in the 1936 act which would permit 
us to build not only the nuclear-powered ship, but also the prototype 
ships for which we are asking appropriation at this time. As you may 
recall, there have been appropriations made in past years for the con- 
struction of prototype ships. The matter has never been questioned 
before, and I personally am satisfied that we do have authorizing lan- 
guage. But I would like to have Mr. Ackerason give you more details 
on the question of the basic authority. 

Mr. Acxerson. Mr. Chairman, the authority of the maritime agency 
to construct vessels is, of course, primarily found in connection with 
the application under title V for subsidy, but under title VII of the 
1936 act there is authority for the mar itime agency to construct vessels 
under its own program, in order to carry out a long-range construc- 
tion program. 

There is no specific reference in the Merchant Marinee Act to these 
particular prototype vessels, or even prototypes as such in general, 
so that our authority must be found in the combined authority of the 
1936 act. 

You are familiar, undoubtedly, with the declaration of policy in 
the opening paragraph of the 1936 act, and I might submit here for 
your assistance, these excerpts from the 1936 act to which I will refer. 


EXCERPTS FROM MERCHANT MARINE ACT, 1936, AS AMENDED 


Mr. Presron. Do you have additional ¢ opies ? 


Mr. AckErson. Ihave: a few copies, yes. 


With your permission I would like to read from my notes here on 
that point, in order to elucidate somewhat on these provisions. 


Mr. Preston. I think we had better insert this statement in the 
record before you do so. 


(The excerpts from the Merchant Marine Act, 1936, referred to 
are as follows :) 


MARITIME ADMINISTRATION'S AUTHORITY FOR BUILDING PROTOTYPE SHIPS 


Excerpts from Merchant Marine Act, 1936, as amended 


“Sec. 101. It is necessary for the national defense and development of its 
foreign and domestic commerce that the United States shall have a merchant 
marine * * * (d) composed of the best-equipped, safest, and most suitable types 
of vessels, constructed in the United States and manned with a trained and 
efficient citizen personnel. It is hereby declared to be the policy of the United 
States to foster the development and encourage the maintenance of such a mer- 
chant marine. 

“Sec. 210. It shall be the duty of the Commission to make a survey of the 
American merchant marine, as it now exists, to determine what additions and 
replacements are required to carry forward the national policy declared in 
section 101 of this Act, and the Commission is directed to study, perfect, and 
adopt a long-range program for replacements and additions to the American 
merchant marine so that as soon as practicable the following objectives may be 
accomplished : 

“First, the creation of an adequate and well-balanced merchant fleet, including 
vessels of all types, to provide shipping service on all routes essential for main- 
taining the flow of the foreign commerce of the United States, the vessels in 
such fleet to be so designed as to be readily and quickly convertible into trans- 
port and supply vessels in a time of national emergency. In planning the devel- 
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opment of such a fleet the Commission is directed to cooperate closely with the 
Navy Department as to national-defense needs and the possible speedy adapta- 
tion of the merchant fleet to national-defense requirements. * * * 

; Third, the planning of vessels designed to afford the best and most complete 
protection for passengers and crew against fire and all marine perils. 

“sec. 211. The Commission is authorized and directed to investigate, deter- 
mine, and keep current records of * * * (i) New designs, new methods of con- 
struction, and new types of equipment for vessels; the possibilities of pro- 
moting the carrying of American foreign trade in American vessels: and inter- 
coastal and inland water transportation, including their relation to transpor- 
tation by land and air. 

“Sec. 212. The Commission is authorized and directed * * * (c) To collabo- 
rate with vessel owners and shipbuilders in developing plans for the economical 
construction of vessels and their propelling machinery, of most modern economi- 
cal types, giving thorough consideration to all well-recognized means of pro- 
pulsion and taking into account the beneiits accruing from standardized pro- 
duction where practicable and desirable; * * * 

“Sec. 701. Whenever the Commission shall find and determine, and such 
finding and determination shall be approved by the President of the United States, 
that the national policy declared in section 101 of this Act, and the objectives 
set forth in section 210 of this Act, cannot be fully realized within a reasonable 
time, in whole or in part, under the provisions of titles V and VI, the Commission 
is hereby authorized and directed to complete its long-range program previously 
adopted as hereinafter provided in this title. 

“Sec. 702. The Commission is authorized to have constructed in domestic yards, 
on the Atlantic and Gulf and Pacific coasts, such new vessels as it shall deter- 
mine may be required to carry out the objects of this Act, and to have old vessels 
reconditioned or remodeled in such yards: Provided, That if satisfactory con- 
tracts for such new construction or reconstruction, in accordance with the pro- 
visions of this Act, cannot be obtained from private shipbuilders, the Commission 
is authorized to have such vessels constructed, reconditioned, or remodeled in 
United States yards.” 

Mr. Ackerson. General authority to design, construct, outfit, and 
repair for operation of prototype vessels is found in sections 207, 211, 
212, and 702 of the Merchant Marine Act, 1936. 

I should also refer to section 101, which is the general statement of 
policy to be followed by the maritime agency in carrying out the 1936 
act, and that is the declaration of policy, which is contained in the 
excerpt set before you. 

Section 211 of that act provides that the Administration is author- 
ized and directed to investigate the type, size, speed, and other require- 
ments of vessels which should be employed on essential trade routes; 
new designs, new methods of construction, and new types of equip- 
ment for vessels; and the possibilities of promoting and carrying of 
American foreign trade in American vessels. 

Section 212 provides that the Administration is authorized and di- 
rected to study all maritime problems arising in the carrying out of 
the policy set forth in title I of the act and to study and collaborate 
with vessel owners and shipbuilders in developing plans for the eco- 
nomical construction of vessels, and their propelling machinery of 
most modern, economical types, giving thorough consideration to all 
recognized means of propulsion. 

The proposed vessels are prototype merchant ships. Experimenta- 
tion is a method of investigation. It is the method of investigation 
upon which all modern progress in the physical sciences and in en- 
gineering have been based. The construction and operation of proto- 
type vessels are essential means of investigating the type, size, speed, 
and other requirements of vessels which should be employed on essen- 
tial trade routes; new designs, new methods of construction, and new 
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types of equipment for vessels; the possibilities of promoting the 
carrying of American foreign trade in American vessels, the prob- 
lems arising in carrying out the policy set forth in title I of this act. 
Such problems include assisting American-flag operators to offset their 
competitive disadvantages and to attract cargo and passengers to 
American-flag vessels. 

The construction and operation of these prototype vessels are also 
means of studying, and an early stage in collaborating with ship- 
owners and shipbuilders in developing plans for the economical con- 
struction of vessels, and their propelling machinery of most modern 
economic types, giving thorough consideration to all recognized means 
of propulsion. 

Section 702 of the 1936 act also authorizes the construction in con- 
nection with the long-range program. That section provides that 
the Commission is authorized to have constructed in domestic yards 
such vessels as it determines are necessary to carry out the objects of 
the act. Important objects of the act are to study new types of ves- 
sels and new methods of propulsion, to develop a merchant marine 
composed of the best equipped, safest, and most suitable types of 
vessels ; and section 701 provides that the Commission may build under 
title VII, if it finds, with the approval of the President, that the 
purposes of the act and its long-range replacement program cannot 
be carried out under titles V and VI of the act. 

Now, the President has submitted these prototypes in his budget for 
i and that is the President’s report of the necessity for these 
vessels. 

We believe it is a clear combination of these authorities that sup- 
port the authority to construct these prototype vessels as a part, an 
integral part, of developing vessels which will be suitable for use in 
additional construction by ship owners. 

Mr. Tuomas. Judge, the only limitation of your authority under 
that act is the limitation of imagination. 

Mr. Roruscuitp. And of money. 

Mr. Tuomas. Of course cash, too. 

Mr. Preston. Thank you very much, Mr. Ackerson. 

Mr. Acxerson. I might mention also the tie-in with the second pur- 
pose of the 1936 act set out in the declaration of policy, to wit, 
national defense, and in connection with the prototypes, with the 
possibility of expansion in connection with the national defense. 

Mr. Morse. Off the record, Mr. Chairman. 

(Off record discussion.) 


FIRM PROPOSALS RECEIVED UNDER CONSTRUCTION—DIFFERENTIAL 
SUBSIDY PROGRAM 


Mr. Preston. In order to keep the record straight, will you insert 
in the record a statement giving the committee your estimate of the 
firm proposals that you have under the category of construction, 
differential subsidies. 

Mr. Morse. We will see that they are in the record. There are 
eight, and we will identify them. 

Mr. Tuomas. How many ? 

Mr. Morse. Eight. 
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Mr. Preston. And we must ask you this, they will be identified in 
the statement, I am sure, but are they for defense, national defense? 

Mr. Morse. Construction subsidy. 

Mr. Preston. Construction. 

Mr. Morse. Yes. 

Mr. Preston. And put in that statement also the estimated cost of 
the eight. 

Mr. Morse. Yes; we will do that. 

(The statement is as follows :) 


Contractual obligations of subsidized lines for new construction 


| | Cost to maritime 
| | 
| 


Total con- Cost to l 
struction cost} owner National | Appropria- 
Subsidy defense tion re- 
features quired 


American Export Lines, Inc.: 
1 cargo ship by Aug. 26, 1956_.......- $9, 500, 000 | $5, 100, 000 $200,000 | $4, 400, 000 
1 cargo ship by Mar. 10, 1957 9, 500,000 | 5, 100, 000 200, 000 4, 400, 000 
American President Lines, Ltd.: 2 cargo 
ships by Jan. 1, 1957 11, 900, 000 400,000 | 10,100,000 
Moore-McCormack Lines, Inc.: 
2 cargo ahips in 1006. . .......-....-0. 18, 600, 000 | 10, 050, 000 § 400, 000 8, 550, 000 
ao OU | er 18, 600, 000 | 10, 050, 000 400, 000 8, 550, 000 
In addition to above, there are the follow- 
ing conditional contractual obliga- 
tions: 
Lykes Bros. Steamship Co., Inc.: 5 car- 
go ships by July 1, 1956, as a condition 
to approval of voluntary deposits. - 43, 500, 000 
Pacific Far East Lines: 5 cargo ships 
(FMB has option to allow Pacific 
Far East Lines to purchase a Mar- 
iner a year for 5 years starting 
Jan. 1, 1957, in lieu of new 
eonstruction) 51, 000,000 | 27,500,000 | 22, 500, 000 


Totals 172, 700, 000 | 93, 100, 000 | 76, 000, 000 | 











CONSTRUCTION OF PROTOTYPE VESSELS 


AUTHORITY OF MARITIME COMMISSION 


Mr. Preston. Now back to the prototype vessel, Will you speak 
briefly to each of these vessels ? 

Mr. Bow. Before we get into that, may we have some questions on 
this last statement. I would like to ask a few about the authority 
referred to here in this statement. 

Mr. Preston. Very well. 

Mr. Bow. I am not convinced that section 701 gives you authority 
for this construction. 

Mr. Ackerson. It is preliminary to the authority, Mr. Bow, for 
construction. 

Mr. Bow. Mr. Ackerson, 702, provides for construction ? 

Mr. Ackerson. Yes, sir. 

Mr. Bow. In the language which you have submitted, and under 
section 702, is there contained any provision for construction ? 

Mr. Axerson. Yes. 

Mr. Bow. When you read section 702, you will find it does not in- 
clude any reference to that section. The provision is: 


That if satisfactory contracts for such new construction or reconstruction, 
in accordance with the provisions of this act. 
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Are you prepared to submit to this committee the fact that satisfac- 
tory contracts for this new construction cannot be had with the private 
shipbuilders ? 

Mr. Ackerson. Yes. That has reference to private construction 
of vessels at private expense. 

Mr. Bow. Yes; it provides— 
that satisfactory contracts for such new construction or reconstruction, in ac- 
cordance with the provisions of this act, cannot be obtained from private ship- 
builders, the Commission is authorized— 
and so forth. 

Now we have nothing before us to show that that provision has been 
complied with. 

Mr. Roruscuitp. It is not proposed to build any of these in the 
United States shipyards; we think that means United States owned 
yards, Government-owned yards. 

Mr. Bow. Section 701 provides that a determination be made by the 
President—first by the Board, and then by the President of certain 
things—and then there is a further provision in section 702 in the form 
of a limitation. We have nothing before this committee to show that 
those limitations have been complied with. If we are going ahead, in 
the face of Mr. Bonner’s question it seems to me that a showing should 
be made to this committee that these provisions of the law have been 
complied with. 

Mr. Acxerson. The inclusion in the budget estimate for 1957, which 
is submitted by the Budget Bureau to the President, and then to the 
Congress, is the approval by the President of this construction; that 
is our view of it, and I should mention that the Maritime Administra- 
tion, under the Reorganization Plan of 1950, is the administrative 
agency under title VII. 

Mr. Morse. Section 702 gets to the question of whether ships can 
be built in the Government-operated shipyards and that can be done 
only if satisfactory contracts for the new construction cannot be 
obtained in a privately owned yard. 

Mr. Bow. I find here that the mimeographed sheet which has been 
handed to us by counsel for the Maritime Commission does not have 
the same language that the law has. There they are talking about 
United States yards, and the law says United States Navy yards. 

Mr. Morse. The word “Navy” was left out inadvertently, for which 
we are very apologetic. 

Mr. Bow. I may add that in my practice of some 30 years ago, as a 
lawyer and at times having cases presented to me in other capacities, I 
would have criticized a lawyer who presented a brief of that kind. 

Mr. Ackerson. I am sorry for the omission. 

Mr. Morse. It is my understanding that the Bland was built under 
section 702 in a private yard, and there was another vessel built by the 
Government, for Government account, in a private yard under section 
(02. 

Mr. Bow. Well, that clears it up. 

Mr. Morse. I am sorry we made that oversight. 


FREEDOM SHIP 


Mr. Preston. We will take up the next item, “Freedom ship,” 
$6,500,000. 
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Mr. Morse. Yes, sir; the freedom ship is the prototype ship, which 
is the modern design of the C-2 type of vessel. I brought along a 
sample so you can see the ship design; this is the picture showing the 
profile of the ship. It is a modern ship, which can be operated at a 
speed of either 16 or 18 knots, depending upon the requirements of the 
operator. : niO% 

And the type of ship which we are seeking to have built is an auster- 
ity type, which has the minimum gear and equipment required for 
mass production in the event of war. This would be the basic ship, 
which would be built for war purposes, and is the substitute for the 
World War II Liberty type of vessel. 

Mr. Preston. How many of them? 

Mr. Morse. One Freedom, and one Clipper. The Clipper is a sub- 
stitute for the current C-3 type of vessel, which has proven to be very 
satisfactory for economic purposes for most of the operators. 

But here again we are talking about building an austerity type of 
vessel for production primarily for war purposes, although both of 
these vessels are highly satisfactory for commercial operations. Their 
primary design looks to national defense utilization, but we have not 
overlooked the commercial utility, and we are looking forward to being 
able to sell each of these ships to commercial operators. 

Mr. THomas. But after you build them, what are you going to get 
for them ? 

Mr. Morsr. We are going to get for them the same price we will 
get for ships that were built by private account, with construction 
subsidy. In other words, we will get 

Mr. Tuomas. How many have you sold now? 

Mr. Morse. We have not 

Admiral Forp. We have to get the money to start them. 

Mr. Tuomas. Admiral, you know better than that. 

Mr. Morse. For example, we still have the Bland on hand. One 
operator was talking to us recently, saying that they wanted to buy 
the Bland. We told him we would not sell the Bland; it is depreciated 
down to $2,225,000, and it is a more valuable ship than that, and we 
refused to sell it at its depreciated value, and you have got to buy 
either a Mariner or build a new ship. 

We are looking out for the interest of the Government also, Mr. 
Thomas; we are not in favor of giving anything away. 

Mr. Tuomas. Now that is enlightening information, Mr. Morse, 
and we thank you for that security, and we hope you are looking 
out for the interest of the taxpayers. We may not entirely agree with 
you on that. 

COMPARISON OF FREEDOM AND CLIPPER SHIPS 


Mr. Preston. Tell us about the Clipper, and how they differ from 
the Freedom type. 

Mr. Morse. Mr. McMullen is here; he designed the ships, and he 
will cover that. 

Mr. McMutien. Mr. Chairman, the Freedom ship is the prototype 
replacement for the Liberty vessel. The deadweight of a Freedom 
type is approximately 8,800 tons, and the deadweight capacity of 
the Clipper is 10,800 tons, and in addition the speed of the Clipper 
ship is 18 knots, requiring a normal horsepower of approximately a 
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11,000 horsepower, and the Freedom is designed for 16 knots, with 
anormal horsepower of 7,000. 

The basic concept of the Freedom ship will be a vessel comparable 
to the Liberty vessel of World War II. As you well realize, there 
have been no cargo ships built since World War II, and in the event 
of an emergency, if it came in the very near future, we would not 
have the working plans for a suitable ship. 

Mr. Preston. Would the Clipper not be considered a wartime ship ? 

Mr. McMutten. Yes, sir. It definitely is, but it is a question of 
manpower. The Freedom would require less material and man- 
hours; but the mobilization requirements, the basis for which the 
ships were designed, is to have different sizes of ships. The advantage 
of the smaller ship is that it can use several different powerplants 
so that in the event of an emergency, turbine, diesel, gas turbine, an 
other type of engines that are available within the horsepower range 
could be used. 

Mr. Preston. That is the Freedom ? 

Mr. McMutten. Yes. 

Mr. Preston. Of the two ships which is the more important? 

Mr. McMutten. From the standpoint of mobilization the Freedom 
is more important. However, the Clipper becomes also a very im- 
portant ship for the future of the American merchant marine. For 
example, this is the largest sized ship that will be able to navigate 
through the St. Lawrence seaway when it is completed. It also rep- 
resents a very modern approach to cargo handling and to the distribu- 
tion of cargo. For example, on both of these ships, the machinery is 
aft; they have the best portion of the ship devoted to cargo carrying. 

Mr. Preston. Well, you can carry on the same type of plans for 
cargo handling in the /'reedom class just as well, could you not? 

Mr. McMutten. That is correct. However, you should have the 
working plans for the different ships available. These plans actually 
take anywhere from 6 to 9 months to prepare, and in the event of 
war you would want to have the fastest possible ship, and an 18- 
knot ship is definitely perferable to a 16-knot ship. We would build 
the 18-knot vessel as the largest one of these possible, within the exist- 
ing material and manpower available. You recall what happened 
during the last war, sir, we ran out of materials and we ran out of 
men, and the mobilization requirement of the Clipper ship is in the 
neighborhood of 400 vessels, and for the Freedom type, it is around 
800 to 900 ships, so that for the first 3 years the maritime construction 
is mobilization for the Navy—all of these ships will be turned over to 
the Navy for use as AK’s and AP’s. 

Mr. Morse. There is one other reason we are anxious to have this 
Clipper ship built. We are trying to convince the operators that they 
should select a single basically designed ship, and go into mass pro- 
duction for their requirements on these basic designs, rather than 
coming up with individual designs for practically every ship they 
build. The cost to the Government itself, and the cost to them is 
greater, when they all come along with their own individual designs. 

So we are quite anxious to have one of these ships built, so we can 
put it in operation, so they can see exactly what the ship is that we 
are endeavoring to have them build. That is an additional factor 
as to why we are anxious to have this ship. 
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Mr. Tuomas. Is there not a more important factor than design— 
you have hundreds of designs to get out over there—the things that 
you put in them. You will recall what happened in World War II. 

Mr. Morse. Where we had no design. 

Mr. Tuomas. What I am getting at is with respect to manpower 
and materials. If you do not have the productive capacity, the pro- 
duction of engines and turbines and gears, what good is it going to 
do you to have these two ships? What are you going to do about 
that? There is your No. 1 problem, if war suddenly comes on us. 

Mr. Roruscuinp. Mr. Chairman, from the national defense point 
of view, it is desired to have the largest number of 18-knot vessels 
possible, for emergency purposes. 

Mr. Tuomas. There is no question about that. 

Mr. Roruscuip. Because the loss on the slower vessels is very much 
higher than on those of higher speed. 


MOBILIZATION PLANS 


Mr. Tuomas. There is no argument about that. But you do not 
have them now, and it is going to take you 10 years, under your own 
program. And if we were to have war within 6 months or 3 months 
or 2 years you certainly would not have them. The point I am 
raising is, when you build, what are you going to do about construct- 
ing, making arrangements for facilities and suitable engines, tur- 
bines, gears, and everything which make the ship tick. Having the 
hull is one thing, and having the machinery in it is something else. 

Mr. Morsr. We lave two answers to that, Mr. Thomas. 

Mr. Tuomas. Well, give us just one. 

Mr. Morse. I will take one, and let Admiral Ford the other. One 
is the Freedom type ship: There are 5, at least 5 types of engines 
that are suitable for that ship. Now on the bigger ship, Admiral 
Ford knows more about that. 

Admiral Forp. There the mobilization plan, in part, is the rehabili- 
tation of standby shipyards, and there is a plan to rehabilitate the 
manufacturing facilities for gears, turbines, and so on. And we are 
just starting on that program now, with the idea that stockpiling, 
getting the machinery, placing it in the factories, and stockpiling 
a certain part of the equipment, so that when we go ahead with this 
shipbuilding program, the materials will be available to put in the 
ships. We do not want to get caught as we were in the last war, and 
that was our difficulty in the last war, the large machine tools that 
we would need, would take from 1 to 2 years lead time to build. Those 
things are now in the present mobilization plan, and a considerable 
amount of money has been made available by the ODM for this pur- 
pose, for both Maritime and Navy, and our small part is to get our 
own shipyards, the reserve shipyards, in such shape as we could pro- 
ceed on a reasonable basis. 

Mr. Tuomas. ODM is making some money available to you? 

Admiral Forp. Not to us; they are- 

Mr. Tuomas. I thought you said they are making some money 
available to you and the Navy. 

Admiral Forp. No, sir. 

Mr. Tuomas. I misunderstood you, I guess. 
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Admiral Forp. No; we are carrying out our phase of the plan in 
conjunction with the Navy, and we are asking for funds, and the 
Navy is asking for funds to go ahead with some of this work. 

Mr. Rornscuip. In the mobilization plan, there will be enough 
propulsion machinery to propel the ships which are planned to be 
built under this program. 

Mr. Tuomas. You mean you are going to buy this machinery your- 
self ? 

Mr. Roruscuinp. No. 

Mr. Tuomas. How are you going to get it then; nobody is going to 
give it to you. 

Mr. Roruscnitp. The mses of the capacity in machinery will 
match the potenti: al of the Nation in hull building. 

Mr. Tuomas. This differs with what you said a while ago, something 
about. stockpiling. 

Mr. Roruscuitp. We are not stockpiling machinery. 

Mr. Tuomas. Machine tools? 

Mr. Roruscuiip. Machine tools together with some of these other 
things. 

Mr. Tuomas. You already have them? 

Mr. McMu ten. This program is advanced more than it was last 
year. There are two phases: First was to use about $90 million, to do 
a rounding out job. The second phase was to spend money, to stock- 
pile, which has not been done. But, the first one has been undertaken. 






NUCLEAR TANKER 


Mr. Preston. Let us check this third item, involving $22,500,000. 

Mr. Morss. That item I spoke about this morning, and the first 
priority treatment from our approach, is on the Pr esident’s peace ship, 
which will be coming in the 1956 supplemental request. We are ask- 
ing for $22.5 million as a second ship to be built after experience has 
been gained in the operation of the President’s peace ship. 

Mr. Preston. What do you anticipate will be the speed of this 
tanker? 

Mr. Morsr. Eighteen knots. 

Mr. McMctten. 38,000 tons dead weight. 

Mr. Preston. Who would build the reactor necessary to propel this 
tanker ? 

Mr. Morse. One of the industrial firms of the country, but which one 
I could not say. Our thinking is that it would be put out on competi- 
tive bids. and we cannot identify just which one it would be. 

Mr. Preston. I am sure of that, and I was not expecting you to 
identify the company, but I wanted to know whether the Atomic 


Knergy Commission would have anything to do with it; or whether it 
would be contracted out. 


Mr. Morse. It would be contracted out. 

Mr. McMvutren. Of course with the cooperation of the Atomic 
Energy Commission. 

Mr. Morse. You will recall we have asked for an increase in person- 
nel to set up an atomic study group in Maritime. Now we are in 
the process of setting up a joint working group with the Atomic 


Energy Commission and ourselves, together with the atomic power 
development. 
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Mr. Preston. Would any part of the $22.5 million be transferred to 
the Atomic Energy Commission ? 

Mr. Morsr. No, sir. 

Mr. McMutten. That is not contemplated. This will be a joint 
program with the Maritime and the Atomic Energy Commission, and 
it will have to be built, probably, about the same way as the reactor 
plant of the Navy. But these funds will be contracted by Maritime. 
As a practical consideration, Mr. Chairman, it will be necessary to 
work in cooperation with the Atomic Energy Commission because a 
great many of the facilities they alre: ady have, and are available, and 
of course a great deal of the process in connection with the fuel ele- 
ments are there. 


NATIONS ENGAGED IN CONSTRUCTION OF NUCLEAR TANKERS 


Mr. Preston. What other countries in the world at the present time 
are engaged in the construction of prototype nuclear powered tanks / 

Mr. Morse. What other countries? 

Mr. Preston. Yes. 

Mr. Morsr. I have read newspaper accounts on that: Norway is 
at the present time; and I also believe that Holland has a similar 
program, either in progress or in contemplation. 

Mr. McMutuen. There are several, of which Norw ayisone. Eng- 
land, and third is Holland. Of course we do not know what has been 
done about it in the Soviet. Union. 

Mr. Preston. Has construction actually been started on any proto- 
types? 

Mr. McMvtren. Not to our knowledge, no. 

Mr. Preston. It is your position, that as the leading nation in the 
tield of industry that we ought to be the first one. 

Mr. McMvtien. Not only that, but this affords a merchant ship at 
the present time an opportunity to apply and test the economy of a 
reactor, and it offers an opportunity, the best opportunity to really 
test a reactor from an economic and feasible basis. 


FEASIBILITY OF CONSTRUCTION OF NUCLEAR TANKER 


Mr. Preston. There is no doubt in your mind as to the feasibility of 
this? 

Mr. Morsr. There is no doubt in our mind as to the feasibility of 
building it; as to the economic feasibility that is another thing. 

Mr. Preston. I realize that. 

Mr. McMuuten. Technically there is no doubt about our ability to 
do so. 

Mr. Preston. You learned enough from the submarine to know that 
it can be done on a tanker ? 

Mr. Morse. Yes. 

Mr. McMutien. We will probably use a different type of reactor 
system, but it would be in the interest of simplification and decreased 
cost. 

SPEED OF NUCLEAR TANKER 


Mr. Horan. Mr, Chairman, what is to be the speed of this vessel ? 
Mr. McMutten. Eighteen knots. 


75136—56——_22 
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Mr. Preston. Before leaving these two items I think we ought to 
pass the questions along. Mr. Thomas. 

Mr. Tuomas. Not at the present time; no. 

Mr. Preston. Mr.. Yates, any questions. 

Mr. Yares. I want to ask a question concerning the atomic energy 
item. 

Mr. Preston. Very well. 


COMPARATIVE COSTS OF NUCLEAR AND NON-NUCLEAR SHIPS 


Mr. Yates. How do you break down the cost of the tanker as be- 
tween the hull and the propulsion unit of the tanker? 

Mr. McMutten. It is about on the proportion of the commercial 
vessel ; it is about $11 million and $10 million. 

Mr. Yates. In other words, you will pay for the hull and half for 
the propulsion ? 

Mr. McMoutien. Approximately; not quite that much just for the 
hull; it may go 8 or 9 million dollars; but included in that, in the 
first ship we will have a limited amount of money to do some extra 
developmental work which of necessity would be association with the 
first ship. 

Mr. Yates. How much does the hull of an ordinary non-nuclear- 
powered ship cost ? 

Mr. McMoutten. About $11 million. 

Mr. Yates. About the same price? 

Mr. McMoutten. There is included machinery in that price. 

Mr. Yates. I was asking about the cost of the hull. 

Mr. McMotten. About $8.5 million; so you can figure roughly 214 
and 3 million dollars for the propulsion, for this sized unit. 

Mr. Yates. Why that $3 million difference in cost of the hull be- 
tween this and the ordinary vessel. 

Mr. McMittan. No—— 

Mr. Tuomas. They had machinery in that. 

Mr. Yares. I got the impression that the hull of the nuclear tank 
was going to cost about $11 million, and that the hull of the ordinary 
tanker would cost about $8 million. 

Mr. McMouttien. No; the machinery of the nuclear tank would be 
approximately $11 million, and the hull would run, say, 8 or 9 million. 

Mr. Morse. There is additional money in there for training the 
crew, and other items. 

Mr. Yates. Crew training and other items are in that also. 

Mr. McMutten. We have, in starting the development, we have to 
do a little fuel element work and other testing, including shielding. 


TYPE OF PROPULSION TO BE USED 


Mr. Yates. Will you be using the same type of propulsion that was 
used in the Vautilus? 

Mr. McMutien. We hope it will be improved upon; that it will be 
much simpler and much less expensive. 

Mr. Yates. Has such a unit been tested anywhere as this one ? 

Mr. McMoutiren. Not as a complete unit; components of it have. 
We do have reactors, and this is the part that we would take up with 
the AEC, which is developing a civilian reactor. As you may know, 
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they have a 3- to 5-year reactor program, which was recently granted 
for this development, for the development of the civilian reactor. 

Mr. Yates. Does the AEC now have a unit in operation that could 
power such a tanker or will you be developing it ? 

Mr. McMutien. We would be modifying existing technology and 
applying it to another means mechanically to take power off of it. 

Mr. Yates. Do you know at this time that you can buy a unit for 
that price? 

Mr. McMoutien. Yes. We had proposals submitted to us on the 
15th of March, last week, from 12 different companies in the United 
States, of the development of such a powerplant, and 2 of those com- 
panies submitted prices which were less than $10 million for the 
completed powerplant of such a ship. 


COMPARISON WITH THE “MARINER” 


Mr. Yates. This tanker will not be as fast as the Mariner? 

Mr. McMu ten. No; but it isa much larger ship. 

Admiral Forp. It is a larger ship. 

Mr. McMutixen. With greater deadweight. The powerplant will 
develop 20,000 horsepower against 17,500 for the Mariner. 

Mr. Yates. How big a ship is this? 

Mr. McMut.en. It will be 38,000 tons. 

Mr. Preston. Any questions, Mr. Bow? 

Mr. Bow. No. 


ACQUISITION AND REPLACEMENT OF SHIPS 


Mr. Preston. We will take up the next item, “Acquisition and 
replacement,” $15 million. 

Mr. Morse. This is an estimate of what it would cost to buy in 
cargo vessels, which will be traded in against new construction. We 
estimate 15 vessels, maybe 20, or it may be 12, but we are figuring on 15. 

Mr. Preston. This is related directly to the request previously 
discussed for construction-differential subsidy ? 

Mr. Morse. Yes. 

Mr. Preston. Since it is so related I do not think we need to spend 
much time on this now. 


RESEARCH AND DEVELOPMENT 


The next item is for research and development, $5 million, the same 
amount as requested for the fiscal year 1956, and for which the com- 
mittee allowed $2.5 million. This sum was added to, by virtue of 
transfer of funds, to the tune of about $2.5 million. 

Mr. Tomas, May I make one slight observation there? 

Mr. Preston. Yes. 


CONTRIBUTION BY INDUSTRY 


_ Mr. THomas. How much does industry subsidize or contribute on 
its research and development program ? 

Mr. Morse. None in our own program; but they do have research 
programs of their own. 
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Mr. Trromas. Are you sure about that? I was thinking it was about 
the only industry that just depends on this Government 365 days out 
of the year, and does not have the slightest research and development 
program. Name one. 

Mr. Morse. I know that the cargo-handling study that is going on 
is financed by industry. . 

Mr. Tomas. Actually how long have they been on that? 

Mr. Morse. I think for several years. 

Mr. McMouuten. Mr. Thomas, the present research and development 
work of industry is coordinated through the Society of Naval Archi- 
tects and Marine Engineers. Also, industry contributes to the ship 
structure committee in its investigation. 

Mr. Triomas. How much money, up to the present time, have they 
put into research and development programs ? 

Mr. McMutien. The research and development programs of the 
industry amount to $400,000. 

Mr. Tuomas. $400,000. 

Mr. McMutten. Yes. 

Mr. Tuomas. Is that the subsidized operators ? 

Mr. McMutten. No. That was contributed by the shipyards and 
they turned this money over to them. 

Mr. Tomas. So when you get right down to the bare bones of it, 
industry contributes very little, if any, to research and development 
programs ? 

Mr. McMctten. Except from the fact that as they build ships they 
naturally attempt to put in a great deal of the latest type of equip- 
ment. For examples in the conversion of the Mariner, and the Oceanic 
they are installing the newest stabilizer type of equipment. 

Mr. Tuomas. I will go into that later, but how many ships have 
been built? 

Mr. McMutten. I wanted to emphasize the fact that when they have 
the opportunity, to build a ship, they put the latest type of equipment 
in it. 

Mr. Tuomas. That is the point; they have not been building any. 

Mr. Morse. Then there are 300 subsidized vessels that are operat- 
ing, out of a fleet of about 1,100. 


CONVERSION OF LIBERTY SHIP 


Mr. Preston. Under the category of “Research and development” 
you are asking for funds for the conversion of 1 Liberty ship, in the 
amount of $3,600,000. Is that figure, $3.6 million composed of com- 
pletely new money, and not related at all to the $2.5 million, plus the 
$1.2 million that was transferred from another appropriation ? 

Mr. Morse. That is correct; that is new money; an additional con- 
version which will pick up all of the improvements which have been 
developed in the first five conversions. 

Mr. Preston. And you say you have not done anything with the 
proposed additional conversion in the 1956 budget. 

Mr. McMutuen. We have not. 

Mr. Preston. In the $1.2 million, in the letter that you wrote to the 
Appropriation Committee. 

Mr. Fisuer. No. Acting under instructions from the Appropria- 
tion Committee chairman, we have not gone forward with that proj- 
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ect. We are still waiting for the approval of that committee and we 
will not go forward until the approval is forthcoming. 

Mr. Preston. Was that instruction oral or written ? 

Mr. Fisuer. It was written. I am not sure whether that letter 
was from Mr. Cannon or Mr. Hayden. 

Mr. Nietson. Mr. Chairman, I think Mr. Fisher has reference to 
the Senate committee, Chairman Hayden of the Senate Appropria- 
tions Committee. A letter was sent to the chairman of each of the 
two committees, and we were requested by the chairman of the Senate 
committee to withhold action on this proposal until such time as this 
item could be acted upon by the committee. 


BREAKDOWN OF PROGRAM 


Mr. Preston. You break this request down into seven separate 
programs; some small items and some fairly large. I think in the 
interest of time we will insert in the record all of page 765, beginning 
with the paragraph “Research and development” on through on page 
770 down to the item (e) “Administrative and we arehouse | expenses.” 

(The statements referred to follow:) 


D. RESEARCH AND DEVELOPMENT, $5,000,000 


Section 211 (i) of the Merchant Marine Act, 1936, charges the Maritime Admin- 
istration with the responsibility for the investigation of new designs, new methods 
of construction and new types of equipment for vessels. Until fiscal year 1955, 
very little in the manner of funds was appropriated for research and develop- 
ment purposes, notwithstanding the statutory responsibilities placed on the 
Maritime Administration. The major portion of the 1955 funds were allocated 
to conversion of four Libertys under the Liberty ship conversion and engine im- 
provement program. In 1956 one additional Liberty conversion is planned to- 
gether with the initiation of various research programs for the purposes of 
improving ship design and operating efficiency. 

The need for continued research and development cannot be overemphasized 
due to its direct bearing on our future merchant marine and its ability to engage 
competitively in foreign commerce. A research program which must necessarily 
utilize the facilities of outside organizations cannot be carried out on a stop- 
and-go basis. Without continuity of program, the work which has been per- 
formed becomes virtually useless. The American merchant marine is in direct 
competition with other countries who are extensively engaged in long-range pro- 
grams of research. It is imperative that every effort be exerted toward pro- 
grams of research designed to develop more efficient ships and more economical 
methods of operation. 

The programs initiated in 1956 and those recommended for 1957 are directed 
toward betterment of the American merchant marine by increasing its operating 
efficiency, developing new and advanced ship design, promoting safety at sea, and 
improving the method of ship propulsion. More efficient operation and competi- 
tive ships will result in a better chance for profitable operation which, in turn, 
is a necessary factor in reducing requirements for subsidy payments. Each of 
the fiscal year 1957 programs listed in the following summary, and subsequently 
explained in detail, have an immediate relationship to that overall goal. 


. Cargo handling research and development_____------------_--- $500, 000 
. Seakeeping program 150, 000 
3. Model basin work 50, 000 
. Ship design 800, 000 
5. Reactor research 200, 000 
. Ship structure committee 100, 000 
. 1 Liberty conversion 8, 600, 000 


5, 000, 000 
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1. CARGO HANDLING RESEARCH AND DEVELOPMENT, $600,000 


Under present conditions, the average general cargo ship spends approximately 
half its life in port either loading or discharging cargo. A ship is earning money 
only when it is moving. over water. A ship in port is obviously nonproductive 
in the economic sense. The most promising means for improving the economic 
efficiency of the ship lies in reducing port time through better cargo-handling 
systems. Improvement in cargo handling extends beyond shipboard equipment 
and stowage. It involves shoreside facilities, land transportation facilities, 
packaging at the source and cargo classification. The following projects are 
designed to provide an integrated study of the various facets of the cargo- 
handling problem, 


(a) Martime cargo transportation conference (National Academy of Science, 
National Research Council), $75,000 

This conference was established by the National Academy of Science at the 
joint request of the Departments of Commerce and Defense. The principal 
activity of the organization to date has been factfinding research which is sorely 
needed in the cargo-handling field. Certain weaknesses in cargo-handling proc- 
esses have been discovered and future work will be directed toward the intro- 
duction of innovations with a view to reducing cargo-handling costs. The results 
obtained by the conference to date have been highly satisfactory and our con- 
tinued support of this jointly financed project is recommended. 


(b) Study of ship turnaround, $50,000 

It is proposed to initiate a project to exhaustively analyze the operations of 
all major United States shipping lines covering the essential trade routes. This 
study, estimated to cost $50,000, will identify all of the factors involved in ship 
turnaround and make possible changes in practices which will result in elimina- 
tion of unnecessary delays in port. 


(c) Survey of export cargo and current cargo handling practices, $50,000 


A survey is proposed to determine the principal classifications of general 
cargo passing through the major United States ports, the volume of each, 
methods of handling, and stowage factors. This survey will include military 
cargo in both peacetime and wartime, and particularly the planned use of 
econtainerization. Such information will furnish a sound basis for selecting the 
required characteristics of ship’s cargo gear, hatches, subdivision of holds, and 
stowage factors. 


(ad) Improved burtoning gear, $100,000 

Further development of the Ebel- or Farrell-type cargo gear is desired to 
permit operation of the boom as a semicrane with the idea of providing a cargo 
handling system with the combined capabilities of the burton system and the 
crane. 


(e) Portable tween deck, $100,000 


There are frequent cases where cargoes require large deck area for stowage. 
A portable type deck which can be quickly lowered into place in a deep hold, 
and quickly removed would provide the additional deck area required and make 
a ship more flexible in operation. It is estimated that $100,000 will provide 
for the engineering development and experimental installation of a portable deck. 


(f) Hydraulic deck machinery, $125,000 


The use of hydraulic deck machinery in place of the present electric equip- 
ment gives prospect of providing improved performance and reliability for 
cargo gear. 

In the case of cargo hoist winches, flexibility and sensitiveness of control is 
highly important, and the hydraulic system is inherently better in this respect 
than the electric system. The winches are of simpler design, more rugged, and 
should be extremely reliable. Also, the maintenance problem attendant upon 
having electric motors and controls exposed to sea spray is eliminated. 

A further important byproduct of using hydraulic deck machinery is that the 
ship electrical generating plant can be AC rather than DC. The alternating 
= plant is cheaper in first cost, requires less maintenance, and is more 
reliable. 

To date, there have been but few isolated efforts to try out the hydraulic 
system on ships. The available hydraulic cargo winches do not have operating 
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characteristics comparable to present electric winches. Remote control and 
other desired features have not been developed. 

It is proposed to develop hydraulic cargo winches with the required char- 
acteristics and to make a complete installation of this equipment on one ship 
in order to evaluate its performance. 


(g) Cargo securing equipment, $100,000 


The cost of wood dunnage and the securing of partial loads of cargo repre- 
sents a very substautial portion of cargo handling expense. 

The sum requested will cover the engineering development and experimental 
installation of a universal type of permanent dunnaging and securing equipment. 


2. SEAKEEPING PROGRAM, $150,000 


The funds requested are to continue a research program initiated in 1956 to 
obtain objective information pertaining to seakeeping qualities of various types 
of hull forms. This program includes the instrumentation of various types of 
vessels in selected areas of operation. The measurement of ship response to the 
types of waves and sea conditions encountered are to be adequately recorded so 
that comparative performance records may be set up between the types of ships. 
It is expected that such record will enable the evaluation of seakeeping per- 
formances of different types of hull designs and allow the determination of above 
water and underwater characteristics best suited to the future development of 
the merchant marine. 

8. MODEL BASIN WORK, $50,000 


The sum of $50,000 is required for hydrodynamics research which is to in- 
clude construction of models and testing of the ship forms developed by the 
Maritime Administration for the various replacement program ships. These 
designs cannot be developed into final form until the approximated characteris- 
tics have been verified by model testing. 

This program is vital in determining the most efficient types of hull forms from 
the standpoint of resistance, seakeeping, and vibration characteristics in as- 
sociation with the ever-increasing requirements for speed and power. 

Further tests are required in the development of the propeller and rudder 
designs to perform satisfactorily at high speeds and powers. It is anticipated 
that preliminary studies will be required in developing forms satisfactory for use 
with nuclear powerplants. 


4. SHIP DESIGN, $300,000 


To enable the orderly development of designs of new replacement merchant 
vessel types and austerity or mobilization counterparts, funds are requested in the 
amount of $300,000. These funds will be used to engage private naval architec- 
tural and marine engineering firms to develop basic designs as required in further- 
ance of a program started in 1956. 

These designs are required for long-range planning purposes with both private 
ship operators and the military services in advance of appropriation availability 
for construction of vessels so designed. 

Funds for this purpose are essential to the success of the Administration’s long- 

range shipbuilding program. 


5. REACTOR RESEARCH, $200,000 


Development of nuclear reactors is still in the very preliminary stage, with 
many possible avenues for determining the optimum design. Reactor charac- 
teristics are largely dependent upon the requirements of the specific application, 
and for a merchant ship they would be quite different than for a stationary 
utility plant or naval vessel. A nuclear reactor for installation abroad com- 
mercial ships must be reliable, completely safe, and economically feasible. 

Prior to undertaking reactor development work it will be necessary for the 
Administration to initiate a research program which involves a through exami- 
nation of studies and tests made to date under the direction of the Atomie Energy 
Commission, and conducting highly technical studies and experiments on reactors, 
reactor materials, and methods of core fabrication. 

To carry out this program, it will be necessary to employ the services of design 
agents and contractors, and to utilize the testing facilities of the Atomic Energy 
Commission. 
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6. SHIP STRUCTURE COMMITTEE, $100,000 


To minimize the dangerous and costly structural failures of ships, the Inter- 
agency Ship Structure Committee was established in 1946 for the purpose of 
prosecuting a research program to improve hull structures. In the intervening 
period, this Committee has developed new materials, designs, and fabrication 
methods which have succeeded in reducing, but not eliminating, the incidence of 
catastrophic structural failures at sea. Therefore, the Committee’s effort is 
continuing through fiscal 1957 in which projects dealing with mechanics of 
fracture, flaw evaluation, and fracture detection offer the prospect of substantial 
further progress in reducing the hazard of structural failures of welded ships. 
Continued support of this program from the Maritime Administration in the 
amount of $100,000 would give this agency an equal footing with the Coast Guard 
and other agencies sharing in the work of the Committee. 


7. LIBERTY CONVERSION, $5,600,000 


Under the fiscal 1955 budget a Liberty ship conversion program was started 
with emphasis on both the mobilization and engine improvement phases. In 
this program work is already well under way covering (1) the installation 
of a Government warehoused conventional steam turbine in a Liberty ship 
utilizing existing boilers and auxiliaries wherever practicable, (2) the instal- 
lation of a two diesel engine geared drive and application of cranes for cargo 
handling, (3) the installation of an open-cycle gas-turbine propulsion unit, and 
finally (4) the installation of a free piston generator gas-turbine propulsion 
unit in the fourth Liberty ship. It is anticipated that the steam turbine and 
diesel conversions will be placed in commercial operaion early in calendar 
year 1956. The two gas-turbine conversions will be completed by August 1956, 
after which they also will be placed in commercial service in order to obtain 
complete operating experience. 

Under the fiscal 1956 appropriation it is proposed to convert one Liberty 
ship with the installation of a closed-cycle gas turbine. This gas turbine is 
the third basic type of gas turbine and as such completes the initial phases of 
the engine improvement program involving gas turbines. 

There is every expectation that these gas turbines will have mobilization 
potential both from the viewpoint of production and cost. It is therefore 
further proposed that gas turbines with essential modifications be considered 
for alternate propulsion units under this 1957 Liberty ship conversion program. 
This approach combines the mobilization aspects with the original engine im- 
provement program. As a matter of considerable interest, it will be possible 
to adapt any of the gas turbine units or simplified steam turbine units for 
use in post M-day mobilization ship construction programs. 

It is a matter of public record that there will be inadequate propulsion steam 
turbines and gears for use in a full mobilization program and any alternate 
types of propulsion that may be available or developed will assist the Maritime 
Administration in attaining the shipbuilding goals set by the Joint Chiefs of 
Staff. 


MAJOR CHANGES PLANNED IN CONVERSION OF LIBERTY SHIP 


Mr. Preston. Just how do you propose to convert the Liberty ship, 
and what are the major changes that you plan to make on it? 

Mr. Morse. I think Mr. McMullen should tell you about that. 

Mr. Preston. Under this appropriation request, what major 
changes are you planning to make ? 

Mr. McMutten. As you recall, we are just completing the initial 
program which was authorized about 2 years ago on the gas and free 
piston propulsion. These ships will be on trial and in operation by 
September of this year. Trials were scheduled for the middle of 
August. What we hope to do is to take the things we have learned 
from these two conversions and combine it into the best possible plant 
that we get and end up with it in the Liberty ship. In the desire to 
get the job done we accepted commercial type units which the Gen- 
eral Electric Co. has been designing and building as special pipeline 
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pumping units and locomotive drives and we adapted to the marine 
use. 

However there are still further modifications which can be made 
and which would make it an even better engine than it is at the present 
time. What we would like to do, before we install this unit or the 
other engine which is completely new, is to have the opportunity of a 
final go-around. 

In the long analysis it would provide us with a unit which would 
increase the speed up to 16 knots. 

This has been a very worthwhile research and development pro- 
gram and is coordinated not only with the Government itself, but 
also with private industry, and it has been fairly successful to date. 
We have been running tests on both the gas turbine and the other 
engines. 

T have some photographs I can show you of this type of equip- 
ment. This (indicating) is the type of unit, and the long-range 
efforts of this represents a turbine geared for continuous use. It is 
expected, for example, that we will be able to reduce the crew to a 
minimum. QOn the experimental ship we have reduced the engine 
watch from 3 to 2: and we think that we can reduce it further. This 
will mean less operating subsidy, and will lend itself to new types of 
designs. 

ADMINISTRATIVE AND WAREHOUSE EXPENSES 


Mr. Preston. The last item in this category is “Administrative and 
varehousing expense,” $3 million. Who will speak to that? 
Mr. Morse. That is divectly tied in with these 7 items we have been 


discussing, and provides administrative and warehouse expenses in 
connection with the preceding 7 items. 

Mr. Preston. And is related directly to the total amount ? 

Mr. Morse. Yes; directly related. 

Mr. Fisuer. Of this $3 million, the major share is for the future, 
$400,000 would be for 1957. 

Mr. Preston. How do you arrive at a figure like this?) You do not 
know how long the program will last? 

Mr. Fisuer. We know approximately how long it will take to con- 
struct the ship, and we have predicated our staff requirements on that 
basis. 

Mr. Preston. $1 million is related to your ship construction projects 
indicated in the 1955 and 1956 appropriation, is it not ? 

Mr. Fisner. Yes. We have done the same thing in connection with 
those construction programs, and arrived at that figure of $1 million. 

Mr. Preston. Since you have not fully implemented these 1955 and 
1956 programs, especi: illy 1956, how did you arrive at the figure of 
$1 million in connection with this progr am ? 

Mr. Fisner. To the extent that there has been slippage in the pro- 
gram, since this estimate was prepared, we may have overstated this to 
some extent. 

Mr. Preston. What you are stating is that you have some reserve ? 

Mr. Fisuer. Yes. 

Mr. Preston. You have a lot of money lying around down there 
have you not? 

Mr. Fisuer. The funds that were provided i in 1955 and 1956 were for 
construction programs at that time, but this $3 million is for the life 
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of the 1957 program, and we are reserving that money for administra- 
tive and warehouse expenses. As that program progresses we will 
have to have the funds available to meet those expenses during the 
time it is under way. 

Mr. Preston. How much do you have, or how much have you used 
out of the research funds for administrative purposes and warehouse 
expenses ? 

Mr. FisHer. The appropriation for 1955 included about $1 million 
for 1956, included $2 million; and we have used to date some $600,000 
of that $3 million. 

Mr. Preston. You have enough money to run for 2 years without 
any additional money. 

Mr. Fisuer. The staffing that we are providing with the funds that 
were appropriated in prior years will be used in connection with the 
ships that are being constructed under those appropriations. We 
could not provide staffing, additional staffing that will be required 
for audit work and at the shipyards, for building under this program. 

Mr. Preston. We made a limitation to the Liberty of $1.4 million. 

Mr. Fisuer. The limitation in the current fiscal year, as I remember 
it, is $1 million. 

Mr. Preston. That is correct; $1.4 million for 1957. 

Mr. Fisuer. That is correct. 

Mr. Preston. But you have not even been able to use that. 

Mr. FisHer. We will use in the neighborhood of $800,000 this year. 

Mr. Preston. Gentlemen, I am ready for someone else to start asking 
questions. 

Mr. Tuomas. This is a lump-sum appropriation, anyway. This 
was just a limitation on the amount that could be used, but after all 
it is a lump sum. 

Mr. Preston. I am ready to pass the questions to you, Mr. Thomas. 

Mr. Tuomas. I was interested in the statement that Mr. Morse made 
a while ago bragging on the justifications for this program for the 
last 21 years it has been in operation. Specifically what can you put 
your finger on that you could be proud of, that this program has 
accomplished, and for which the taxpayers have spent in excess of a 
billion dollars in operating differential subsidy? Certainly they have 
built no ships in any quantity. How much have we spent in operat- 
ing differential subsidy in the last 20 or 21 years, since this act has 
been on the books. I want to know that and I want to know how 
many ships have been built, how much you have spent in the way of 
operating differential subsidy, since this act was passed. They always 
rare back and holler “national defense.” Now let us see just exactly 
how many ships they have built to protect the national defense. And 
I want to know how much they have contributed for research and 
development, how much the industry has contributed, and how much 
the Government has put into research and development during that 
time. 


CONTRIBUTION BY PRIVATE INDUSTRY TO RESEARCH AND DEVELOPMENT 


Mr. Morsr. We will have to supply the information as to how much 
industry has contributed to research and development. 

Mr. Tuomas. You mean you gentlemen do not know? 

Mr. Morsz. I do not. 
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Mr. Tuomas. Maybe the staff knows, or someone here. 

Admiral Forp. They have not contributed to research and develop- 
ment that is carried out within the Government except to this extent: 
They have—— 

Mr. Tuomas (interposing). Would it not be more accurate to say, 
not to any extent? That is the question. 

Admiral Forp. They have carried on a part of the program, con- 
nected with economic cargo handling research, and the industry does 
furnish the staff and facilities. 

Mr. Tuomas. How much in dollars and cents? 

- — Forp. They make no direct contributions in dollars to that 
und. 

Mr. Tuomas. Well it usually takes dollars to do the work, Ad- 
miral, do not apologize for them, but can you put your finger on any 
specific amounts ? 

Admiral Forp. No. 

Mr. THomas. Any amount which they have contributed. The 
answer is “No’’? 

Mr. Morsr. We will endeavor to place that information in the 
record. 


ANALYSIS OF CONSTRUCTION-DIFFERENTIAL SUBSIDY PROGRAM DURING 
PERIOD 1947-55 


Mr. THomas. Let us see if we can arrive at some estimate of the 
amount. What amount of subsidy has been paid ? 

Mr. Morse. Since the war we have disbursed 

Mr. THomas. What date are you referring to now, 1945. 

Mr. McMoutten. 1947. 

Mr. Morse. Starting with 1947. 

Mr. Tuomas. All right, 1947. 

Mr. Morse. $394,246,899, as of December 31, 1955. 

Mr. Tuomas. That is what you have disbursed. What is your 
liability? You have disbursed about $400 million. Now what are 
your liabilities for that same period that you are later going to have 
to come up with? 

Mr. Morse. $805,607,293 accrued; with an estimated recapture of 
$128,826,000, or a subsidy payable of $676,844,000. 

Mr. Tuomas. Almost three-quarters of a billion dollars? 

Mr. Morse. Two-thirds of a billion, yes. 

Mr. TxHomas. How many ships have been built during this same 
period, for the national defense? 

Mr. Morse. We will supply the exact figures for the record, but I 
can give you 

Mr. Tuomas (interposing). You do not have to go to the record; 
we can all figure out the amount. There have been precious few. 

Mr. Morse. The /ndependence, the United States 

Mr. Tuomas. Let us not go exclusively into the passenger ships. 
There is one that we kind of want to forget, where we put out a lot 
of money. 

Mr. Roruscuiip. And it was recovered, too. 

Mr. Tuomas. The General Accounting Office. How many cargo 
ships have been built # 
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Mr. Morse. There were three passenger-cargo ships built by APL 
that were taken over by the Navy since the war. 

Mr. Yarrs. When were they built ? 

Admiral Forp. Before the Korean war. 

Mr. Morse. Cargo ships—there was no reason for building any 
cargo ships, because of the sale of World War II vessels. 

Mr. Tuomas. Well you do not have to apologize for it; I am simply 
asking you how many they have built. 

Mr. Morse. I am not apologizing, Mr. Thomas; I am simply stating 
the facts. 

Mr. Tuomas. Because you have sold them, not meaning you, but the 
Maritime Administration, for 15 cents of the replacement dollars. 
That was national defense, you see, but with somebody else’s money. 

Mr. Morse. It is my recollection that there are dry-cargo ships, 
that were built, that have been built since the war. The American 
President Lines ships were started as combination ships but were 
requisitioned by the Navy. 

Mr. McMutien. We have now sold the dry-cargo ships, which had 
the same effect, because we got the money for them. 

Mr. Tuomas. Who paid for these ships that were built during the 
war? Did John Public pay for them ? 

Mr. Morse. They were war-built ships, just like all other World 
War activities built for the Government. 

Mr. Tuomas. Who is getting the benefit of them? Are the tax- 
payers, or the subsidized lines getting the benefit of them ? 

Mr. Morsr. You are getting now into the question of the disposal 
of war assets. 

Mr. Rorusciimp. Mr. Thomas, may I make a statement in this 
connection ? 

Mr. Tuomas. Yes, Judge, you may make as many as you want to. 

Mr. Roruscritp. This gets down to the fundament: al philosophy of 
whether or not we need an American merchant marine. 

Mr. Tuomas. Oh, no; it is not quite that simple, Judge. It may get 
that simple a little later on, but it is not quite that simple now. We are 
talking about who is paying for what, now; and then we are going 
to look into the question you raise a little later. 

Mr. Roruscutip. Yes; it is a part of it. Do we need an American 
merchant marine, and I think there is general agreement on the part of 
all branches of the Government, that we do need our own merchant 
marine, and if we do need it we have to face up to the fact that the only 
way to get it is to pay for it. 


COMPARISON OF SUBSIDIZED AND NONSUBSIDIZED FLEETS 


Mr. Tuomas. I am not arguing that. Surely we need it. How 
many ships do you have that you are paying this operating differential 
subsidy ? 

Admiral Forp. We have about 300 ships that are subsidized under 
this program. 

Mr. THomas. How many do you have riding the high seas flying the 
American flag without costing the taxpayers one red cent? 

Admiral Forp. It isa very much smaller number than that, less than 
100, is it not ? 
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Mr. McoMou tien. About 700. We have most of the nonsubsidized 
operators at the present time—— 

Mr. Tuomas. Are you sure that the figure is as low as that, Admiral? 

Admiral Forp. No; I guess that-is too low. 

Mr. Tuomas. It is about 1 ,100, is it not? 

Mr. Morse. In the ageregate operations. 

Mr. Tuomas. It would be about 700 or 800, about 2 for 1, is it not? 

Mr. McMotten. That includes the tankers; ”300 or 400 tankers. 

Mr. Tuomas. It would be about 2 for 1; about 700. 

Mr. McMoutten. Yes. Inthe nonsubsidized foreign trade there are 
about 250 cargo ships. The remainder are tankers and ships in coast- 
wise trades. 

Mr. THomas. They are patriotic American citizens, and interested 
in helping the national defense, too, are they not ? 

Mr. Roruscuinp. Yes. 

Mr. Tuomas. And it is not costing the taxpayers anything. 

Admiral Forp. The Liberties are in the coastwise and domestic 
trade, and not in the foreign trade at all. 

Mr. Tuomas. Sure the coastwise trade is there and has been for 3 or 4 
years, has it not? 

Mr. McMutten. The main thing about the nonsubsidized operator 
is that he does not support large segments of the American shipbuild- 
ing industry. 


SUBSIDIZATION OF SHIP CONSTRUCTION INDUSTRY 


Mr. Tuomas. Well, the taxpayers are subsidizing, supporting the 
shipbuilding industry, and not the subsidized lines. That is correct, 
is it not ? 

Mr. McMoutten. Yes. But the construction program 

Mr. Tuomas. Let us look at the program you have here. 

Mr. McMotren. The $103 million basically goes to the shipyards; 
the workers and others in these yards in the United States. This does 
not go tothe operators. This is money that is going to be proportioned 
to ship construction, in the United States shipy: ards. 

Mr. Trromas. You mean to say that you are starting a WPA pro- 
gram here, during this high level Republic an pr osperity of employ- 
ment, is that what™ you are trying to tell us? 

Mr. McMoutten. No. 

Mr. Tuomas. What about that, Judge; are you here starting an- 
other WPA program, during this extremely high level employment 
period of prosperity, Republic an prosperity? Please speak up, Judge. 

Mr. Roruscninp. If we are going to have an American merchant 
murine, we must have a program. 

Mr. Tuomas. Well we are not talking about that. 

Mr. Yates. That was the only paragraph. 

Mr. Roruscuiip. Well if we are going to have shipyards we have 
to pay the scale of wages in the shipyards that is comparable to the 
scale of wages paid in other American industry, in all American 
industry, which is much higher than it is in foreign yards. 

Mr. Tromas. That is fundamental: we know that. We are talking 
about a WPA program. Are you going to rake any leaves? 

Mr. Roruscuiip. No, we are not raking any leaves or building any 
stone walls. 
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Mr. THomas. What are you building? 

Mr. Roruscui. We are building ships, and we are building ships 
because we need the trained manpower, between wars, so we can 
utilize them in an emergency, if war comes, and we have to pay them 
the American scale of wages. 

Mr. Tuomas. I thought we had full employment, and that it was 
not necessary to start a program to put people to work. 

Mr. Morsr. Mr. Thomas, on this question of the $676 million eper- 
ating subsidy that we are talking about, 75 percent of that was for 

wages to the seamen. 

Mr. Tuomas. Well, as was br ought out by the chairman, for ships 
you want to the tune of about $103 million, that you want to. build, 
and you do not have contracts for any of them as yet; is that correct ? ; 

Mr. Morse. Yes. 

Mr. Tuomas. You have no contracts? 

Mr. Morsr. We have eight. 

Mr. Tuomas. You gave us that figure of eight. 

Mr. Morse. Yes. 

Mr. Tuomas. Is that what you are talking about? 

Admiral Forp There are more than that. 

Mr. THomas. Have you already signed them up? 

Admiral Forp. Yes; we have more in process; about 30. 

Mr. Tuomas. What price did you sign them up for, Admiral? 

Admiral Forp. The cost of the ships. 

Mr. THomas. Minus about 40 to 45 percent. 

Admiral Forp. Minus the subsidy payment. 


LIMITATION ON DEPRECIATION ALLOWED ON SHIPS SOLD TO SUBSIDIZED 
OPERATORS 


Mr. THomas. Well, we will go into that in a minute; minus 45 per- 
cent subsidy. Would you object to writing some limitation in this bill, 
some place up and down the line, that when you build ships that you 
are not going to sell them to these subsidized operators, at, their own 
figures, 2 or 3 years after you have built them. The public thinks 
every time you build ships that these subsidized operators are just 
sitting over there waiting until the time is ripe when they can get them 
for 15 or 20 cents on the dollar. 

What would be wrong with expressing such a limitation somewhere 
in the appropriation bill ? 

Mr. Roruscuitp. That is already provided for in the law. 

Mr. Tuomas. I am talking about in the appropriation language. I 
am not talking just about the legislation, because we want to supple- 
ment the legislation. All they do is to wait a year or two, when the 
depreciation gets them down to about 15 or 20, or 30 percent of the 
dollar cost, and that is what we want to avoid. 

Mr. Guitt. We put a cutoff date in there somewhere. 

Mr. Morse. I beg your pardon, no such date has been agreed upon 
by the Board. 

Mr. Tuomas. Do you mean to say that Mr. Guill’s thinking is in 
error, that there ought not to be a limitation beneath what you can 
sell them for? 


Mr. Morse. You are talking about the limitation ? 
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Mr. Tuomas. I believe you raised the question; did you not ? 

Mr. Morse. No; I did not raise the question; Mr. Guill did. 

Mr. Tuomas. Mr. Guill is all right, in my book. 

Mr Morse. He is all right in my book, too. But the Board cur- 
rently has not taken action on a cutoff date for depreciation on the 
Mariners. The Board has not. 

Mr. Tuomas. Well, do you object to taking action? Is that what 
you are saying? They cost you 7 or 8 or 9 million dollars apiece, and 
do you want to give them away for 114 or 2 million dollars; or what 
are you going to do with them ¢ 

Mr. Morse. There has been no indication so far that we had that 
thinking. 

Mr. Tuomas. Yes; but in your talk with Mr. Guill you seemed to 
indicate that. 

Mr. Guu. The only point I was trying to make clear was with ref- 
erence to whether they should be set up December of 1955 or December 
of this year. 

Mr. Tuomas. Is there anything wrong with setting a floor below 
which you cannot sell these ships; and at the same time give you some 
latitude to release them, or put them out on charter hire, so you can get 
some revenue out of them? I for one think I realize what the Ameri- 
can public has in its mind; that you build these ships, without having 
them sold, and at the same time you have these subsidized operators 
coming in after you have built the ships, and acquiring them for 
about 15, 20, or 30 cents on the dollar. Now, that figure may be low, 
but you can see, talking to the average man on the street, that that is 
about his thinking on it. 

Mr. Morse. Speaking for myself, the depreciation of the Mariners, 
I think, should be stopped. That is one reason why we refused to 
sell the Bland, because the depreciated, book value is unreal in refer- 
ence to its value. I see no reason why a depreciation limitation should 
not be established by the Board. I would like to go along with stop- 
ping it. 

Mr. Tuomas. Well, see if you can prepare a little language and 
submit to the committee. 

Mr. Morse. The depreciation there would only apply to the two 
prototypes which we are talking about in this bill. 

Mr. Tuomas. I think you ought to build these prototypes, if you 
want to know what I think, and when you get them built, be sure to 
put that limitation, so the subsidized operators cannot come in and 
pick them up, in 2, 3, or 5 years for 15 cents on the dollar. If you 
build the ships put them out on charter hire and let them pay for the 
use, and in the meantime be getting in some revenue. 

Mr. Morse. I think we should establish a ceiling or a floor with 
regard to depreciation. 


SHIP REPLACEMENT PROGRAM 


Mr. Tuomas. What about this $1 billion program? I have an esti- 
mate here of $1 billion, a 20-year program. Isthatabout right? You 
want $88,400,000 to start out this year, and you are talking about a 
billion dollars to complete it. 

Mr. Morse. If we replace 300 ships, as we are contracting with these 
operators, 300 ships at, say, $6 million apiece, it is $1.8 billion, with 
the construction subsidy off that of 40 percent, or about $720 million. 
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Mr. Tuomas. That would bring it to about $1 billion. That is 
about right; is it not? 

Mr. Morse. Yes, for the purchaser’s share. 

Mr. Tuomas. How many of them have you sold? 

Mr. Morse. Eight today. 

Admiral Forp. We have more than that over the 20-year age. 

Mr. Morse. We have only eight contracted for, but for the time of 
the building period, 14 years Pook Bath 

Mr. Tuomas. Ten, you say here. Do you think it is wise national 
policy, to start building these ships and have them end up like you did 
with the Mariners here, nice, fast, clean ships, and finally give them 
away at 15 or 20 cents on the dollar? And they say that is national 
defense. 

Mr. Morsr. Again, Mr. Thomas, the ships that we are contracting 
for these operators to build, are being built for private account; so 
they own them right from the time they are delivered. 

Mr. Tuomas. Yes, but they have a 45 or 50 percent interest in them ; 
and it will be nearly 50 before you get through. 

Mr. Roruscuitp. But they would not be built otherwise. 

Mr. Tuomas. That is right; and you will have some paper on them, 
too. 

Mr. Morse. Yes; mortgages. 

Mr. Tuomas. They have an equity, but they do not have the legal 
title? 

Mr. Roruscutirp. All of the ships will be privately financed. 

Mr. Morsr. The present requirement is that they be privately 
financed, and not be uit with Government money. 

Mr. Tuomas. Up to that 45 percent. 

Mr. Morse. Fifty-five percent would be theirs, and 45, Government. 


DISPOSITION OF REPLACED SHIPS ACQUIRED 


Mr. THomas. What are you going to do with these acquired ships, 
the $15 million? You want to start a program here, we will say, and 
you estimate that $15 million will be required to get 15 vessels, con- 
templated for trade-ins. What are you going to do with these ac- 
quired vessels ? 

Mr. Morse. Put them in the laidup fleet, and use them 

Mr. Tuomas. What are you going to allow for them; what is your 
yardstick ? 

Mr. Morse. The statute uses 3 criteria: 1, scrap value; 1, the do- 
mestic market ; and 1 is the foreign market value, with a proviso that 
the price paid shall not exceed the fair and reasonable price. 

Mr. Tuomas. What are you going to do with them when you put 
them in the laid-up fleet. Every time you put a ship in the laid-up 
fleet you have to spend money on it. 

Mr. Morse. Yes. 

_ Mr. Tuomas. It is not worth a whoop, and if you are trading them 
in in order to get them out of the merchant fleet, why put them back 
in the laid-up fleet? Why not scrap them and get rid of them? 

Admiral Forp. We hope to replace some of them with the ships we 
will take in; and they can make 15 knots where we have 1,400 Liberty 
ships that can only make 10. 
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Mr. Tuomas. Which ones are you going to get? You are not going 
to get any fast ships in the trade-ins ? 

Mr. Morse. Yes. 

Admiral Forp. We are going to get the fastest ships that were built 
during the last war. 

Mr. Tomas. The chances are that you are going to get some pre- 
World War II ships. 

Admiral Forp. There are none of those. 

Mr. Morsr. They are the Victory and C-type ships. 

Mr. Tuomas. All of them ? 

Mr. Morse. From subsidized operators during the war. 

Mr. Tuomas. That is why you are —s them in the laid-up fleet ? 

Admiral Forp. Yes; because they are the fast ships. 

Mr. Tuomas. They have about 10 knots. 

Admiral Forp.. The ones we have have 10 knots. 

Mr. THomas. What are you going to get? There are no 14- and 
15-knot ships being turned int 4 

Admiral Forp. The C-2 and C-3, Victory type of ships that were 
built during the period of the last war. 

Mr. Tuomas. What is the speed of the C-2 and C— 

Mr. Morse. Fourteen, fifteen, and sixteen. 

Mr. THomas. Sixteen / 

Admiral Forp. Fifteen and sixteen knots. 

Mr. Morse. The operators are talking in term of 1614, but we are 
talking in terms of 18 knots. 

Mr. Yates. Because of the difference in price ? 


Mr. Morse. Yes. 
JUSTIFICATION FOR ADMINISTRATIVE AND WAREHOUSE EXPENSES REQUEST 


Mr. Tuomas. You certainly do not need this $3 million, when you 
have about $600,000 or $700,000, under administrative expenses and 

operation of your w: arehouse progr am—$634,000—and you cannot 
possibly get this program into operation this year. At best you would 
not need over $750,000. 

Mr. FisHer. We would not need all of the $3 million this year, 
but in later years we would have to request an appropriation to cover 
some of that expense. 

Mr. Tuomas. Of course, this language does provide a lump-sum 
appropriation and you could use it as you saw fit, within the limited 
use of it. 

Admiral Forp. The limitation does fix the amount we can spend 
in a particular year. 

Mr. Tuomas. Certainly next year $750,000 would be more than you 
could possibly use. 

Mr. Fisuer. It is something more than that, because the ship- 
construction programs that have been approved in prior years will 
begin to move along at a faster rate. 


NUMBER OF SHIPS UNDER CONSTRUCTION AND UNDERGOING ALTERATIONS 


Mr. Tuomas. How many do you have under construction as of now ? 

Mr. FisHrer. We have four new ships under construction. 

Mr. Morse. ‘Two McCormack; 2 Grace; and 2 Oceanic conversions. 
75136—56——23 





Mr. McMutten. And we have the eight Mariners. 

Mr. Tuomas. That is construction. What about your alterations? 
You have 3 or 4 under alteration. 

Mr. McMu ten. We will have eight. 

Mr. Tuomas. Well, you have some under alteration; you could not 
have more than a dozen, or 14. 

Mr. McMutien. We will have 6 Mariners for United States Lines, 
and 2 for APL, and 2 cargo ships for APL, 2 new cargo ships. 

Mr. THomas. Well, that is 12 altogether. 

Mr. McMutten. And the Moore-McCormacks. 

Mr. Tuomas. That makes two more. 

Mr. McMutten. And the Grace Line. 

Mr. Tuomas. That makestwomore. That is 16. 

Mr. McMut.en. And we have the supervision 

Mr. Morse. And the Grace ships. 

Mr. McMutten. They are in there. 

Mr. Morsr. And the Oceanics. That makes 18. 

Mr. Tuomas. No further questions, Mr. Chairman. 

Mr. Presron. Mr. Yates. 


SALE OF MARINERS 


Mr. Yares. I want to ask a question relating to the Mariners that 
were sold. Did I understand you to testify that there have been some 
Mariners sold this year ? 

Mr. Morse. Yes. 

Mr. Yarres. Have you already testified to the price at which they 
were sold ? 

Mr. Morsr. No; but we will supply that information for the record. 
On a round-figure basis, the price was between $5.4 million and $5.5, 
and depreciated from the time they were delivered, so the sales price 
was in the neighborhood of $5 million. 

Mr. McMectuen. A little under $5 million. 

Mr. Yates. What was the cost of the ships that sold for $5 million ? 

Mr. Morse. The cost to the Government, during the Korean war, 
was about $9,125,000. 

Mr. McMvutien. The price varied, depending upon the shipyard. 

Mr. Morse. That would be the average price. 

Mr. McMutten. Yes. 

Mr. Yares. So far as ships being sold are concerned, I notice that 
your statement draws a distinction in price based on 18 knots and 20 
knots. 

Mr. Morse. Yes. 

Mr. Yates. What was the basis for the sale; 18 knots? 

Mr. McMutten. Twenty knots. 

Mr. Morse. I do not recall. 

Mr. Yates. The reason I say that is because your statement indicates 
that where you had sold them at an 18-knot price experience shows that 
the operators used them at 20 knots. 

Mr. Morss. That is correct. 

Mr. Roruscuitp. And they are paying the differential. 

Mr. Morse. That is correct. Some years ago there were 4 or 6 of 
them sold to west coast operators, at 18 knots, with a recapture clause 
in the contract which requires them to repay to the Government for 
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speeds in excess of 18 knots. We have found that they are all using 
these ships at rates higher than 18 knots, so recently the Board adopted 
a rule to discontinue sales except at 20-knot speed. 


LIST OF MARINERS SOLD SHOWING COMPARATIVE COST AND SALES PRICE 


Mr. Yates. When you put the listing in the record of the price you 
sold the ships for will you please include the cost of the ships as well? 

Mr. Morse. Yes; we will do that. 

Mr. Yates. So as to furnish a comparison with what they sold for. 

Mr. Morse. Yes. 

Mr. Yates. Should the cost of maintaining those ships between the 
year of completion and the date of sale be added ? 

Mr. McMu en. No; because most of them are chartered to oper- 
ators, and there was no money involved during that period. 

Mr. Yates. I see. 

Mr. Morse. It would be confusing, on the price question, but we 
will put that in. What we did was to average the price of the vessels, 
and the Mariners, for sale purposes. We did not apply the so-called 
construction subsidy on each identical ship, but took an average price 
for the 35 ships. 

Mr. Yartes. Is that the standard method of procedure; is that the 
fair way to present it ? 

Mr. McMctten. Yes. 

Mr. Yates. If we want to have a complete picture as to what these 
ships cost the Government. 

Mr. Morsr. We will give it to you both ways; both the average, 
and also the specific price for each ship. 

Mr. McMutten. The price they were sold at, however, was the price 
‘alculated under the formula of the act; they were sold at the foreign- 
estimated cost. 

Mr. Morse. The Government Accounting Office did approve the 
average sale price for the Mariners. 

Mr. Yates. Yes. 

(The information above requested follows :) 


Sale of Mariners—Factors used in determining sales price 





| | 
| Defense Base | ee | 
Total con- | features for| domestic | . —_ sell- itl aie 
struction | Govern- | cost, com- | “® Price eprecia- 
cost | ment | mercial | (foreign tion | 
account | — ship cost) 


Net sales 
price 


$$ | ———$____—_.—__ — = 


| 





American President Lines, 
Ltd.: 


Cracker State Mariner '___- 


Old Dominion Mariner '_-_-| 


Palmetto Mariner }__-. 

Volunteer Mariner '__- 
Oceanic Steamship Co.: 

Pine Tree Mariner 2__.-- 

Free State Mariner 2__. 
Pacific Far East Lines: 

Ist 3 ships sold while 

under construction !__ 
Golden Mariner 2... -- 


$8, 661, 826 


8, 661, 826 
8, 661, 826 





_| 36, 711, 358 
10, 623, 118 | 


8, 661, 826 | 


| $1, 329, 826 
1, 329, 826 
1, 329, 826 


1, 329, 826 


216, 683 
173, 695 


| 4, 432, 830 


, 332, 000 
, 832, 000 | 
. 332, 000 
, 332, 000 | 
, 957, 486 
, 436, 363 


32, 278, 528 


235, 140 | 10, 387, 978 


774, 000 | 
, 774, 000 | 
774, 000 | 
774, 000 | 


| 499, 083 | 
5, 499, O83 | 


17, 150, 000 |... 
5, 483, 309 | 


$179, 842 
570, 918 
290, 364 
368, 187 


637, 291 


508, 521 





717, 141 | 


$4, 504, 158 
, 203, 082 
, 483, 636 
, 405, 813 
, 861, 792 


, 781, 942 


17, 150, 000 
4, 974, 788 


1 Sold as 18-knot ships with provision for additional payment in event the ship is operated at a speed in 


excess of 18 knots 
2 Sold as 20-knot ships. 
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REACTOR RESEARCH 


Mr. Yarrs. You have a request for an appropriation for reactor 
research for $200,000. Why do you need that, in view of the fact 
that you are also requesting funds for the training of a crew, and 
for training purposes on the nuclear vessel ? 

Mr. McMuuuen. One of the programs is for a specific object, the 
construction of the ship and research for a specific period of time. 
The other money would be for more advanced work, because you 
cannot say that you will always go along with this particular design 
of reactor. 

Mr. Yates. Who will operate the nuclear tanker once it is com- 
pleted ? 

Mr. McMoutxxen. There are several possibilities. 

Mr. Morse. It would be done either by a general agency, or we could 
charter the vessel. 

Admiral Forp. There are a number of operators who are interested, 
who would be specifically interested in it. 

Mr. Morse. Asa matter of fact we have requests from two companies 
to build an atomic-powered tanker, and they would pick up all of the 
cost of construction, that part of the cost of construction for building 
a standard-powered tanker. 

Mr. Yates. What is the difference in cost; about $10 million? 

Mr. Morse. About $10 million. 

Mr. McMoutuen. It could go up to $10 million. 

Mr. Yates. Would they get full title to it? 

Mr. Morse. Yes; that was their proposal. 

Mr. Yates. You have not approved it yet? 

Mr. Morse. No. 

Mr. Yates. They want to get a nuclear-powered ship for $10 mil- 
lion, less than the cost ? 

Mr. Morsp. Yes. 

Mr. Yates. In other words, for about half of the cost? 

Mr. McMutien. Yes. 

Mr. Yates. Who will train the crew to run the ship? 

Mr. McMvtten. In the first place it would be done through the 
Navy and AEC, in their facilities at ARCO. As you know, the Navy 
uses the land prototype facilities of ARCO. 

Mr. Yates. I know that. Now when it is turned over to whoever 
operates it, will this crew go along and be on the payroll of the com- 
pany ? 

Mr. McMutien. Yes. 

Mr. Preston. Mr. Clevenger. 

Mr. CievencEr. No questions, Mr. Chairman. 

Mr. Preston. Mr. Horan. 


NUMBER OF SHIPS IN OPERATION 


Mr. Horan. I am a little bit interested in knowing just where we 
are in the merchant-marine sun. I can understand the Maritime Com- 
mission realizes that there are problems because of our own domestic 
affairs. 

How many ships, passenger and cargo, do we have? 

Mr. Morse. In operation ? 





Mr. Horan. The total. 

Mr. McMvtien. About 1,100. 

Mr. Horan. Both cargo and passenger ships ? 
Mr. Morse. Cargo; and there are also tankers. 
Mr. Horan. Including tankers. 

Mr. Morse. Cargo, passenger, and tankers. 


STANDING OF UNITED STATES AMONG NATIONS IN SHIPBUILDING ACTIVITY 


Mr. Horan. Where are we, asa maritime nation ? 

Mr. Morse. We are about 10th, I think it is, in shipbuilding activity 
at the present time. 

Mr. Horan. What are the countries that are ahead of us? 

Mr. Morse. Mr. Horan, in active fleet, we are third in the world, 
in size of an active fleet; England and Norway precede us. 

Mr. Horan. What other countries are ahead of us in shipbuilding 
activities ? 

Mr. Morse. Mr. McMullen can give you that information. 

Mr. McMvciien. Great Britain, Japan, Germany, Holland, Sweden, 
Italy, France, Norway, and Denmark. 

Mr. Horan. But we are third in actual ships in operation ? 

Mr. Morse. Yes. 

Mr. Horan. And that is the overall justification for the sums before 
us at this time in this Justification ? 

Mr. Morse. That is a part of the justification. Fundamentally, 
however, the subsidy program is intended for national defense, the 
maintenance of an active fleet, the maintenance of active, healthy ship- 
yards, and have a nucleus of active seamen available. 

Mr. Horan. I can understand that. 

Mr. Morse. It is also important, in my thinking of our national 
economy, that we have American-flag ships that are available, and 
that we can have some control over the rates, freight rates in foreign 
trade, which we do have through our American fleet. 

Mr. Horan. Is there any tendene y—and this perhaps is a little out 
of order but I would like to cover it—is there any tendency for other 
nations to have an increase in their wage and operating costs ? 

Mr. Morse. Mr. Hochfeld can best answer that question. 

Mr. Hocuretp. Yes, there is. 

Mr. Horan. Is it really active ? 

Mr. Hocureip. Yes; we get reports quite frequently on that. 

Mr. Horan. Mr. Chairman, I do not want to take any more time 
on that, but, off the record, I would like to make this request. 

(Off record discussion. ) 


COMPARATIVE STATUS OF UNITED STATES SHIPPING WITH 
FOREIGN COMPETITORS 


Mr. Preston. Very well, will you submit a statement for the record 
at this point, Mr. Morse, giving the relative position of the United 
States in terms of Mariners, sold, and the other information requested 
by Mr. Horan. 

Mr. Mors. Let’s see if this will cover what you have in mind. The 
aggregate tonnage of the American fleet; of American-flag ships, and 
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also the shipyard employment, and the number of ships in new con- 
struction, and our relation to all other foreign competing countries ? 
Mr. Horan. Yes. 
(The information requested follows :) 


Gross tonnage of steam and motor merchant ships under construction and/or on 
order throughout the world arranged by country of construction (oceangoing 
merchant-type ships, 1,000 gross tons and over) as of June 80, 1955 


{Tonnage in thousands] 


Gross tons | Country of construction—Con. 
Gross tons 
Denmark 255 
Country of construction: Spain 231 
British Commonwealth___. 3, 744 Belgium 188 
Germany 1, 72% United States... 22.08 147 
Japan 1, 244 Yugoslavia 110 
Sweden , 152 Finland 
rereneeene oe 1, 070 Turkey 
France 825 Portugal 
Italy 618 Poland 
Norway-_--- 


January 1956 
February 1956 


Notre.—Comparable shipyard employment figures for foreign countries not available. 


Merchant fleets of the world as of June 30, 1955 
(Oceangoing merchant-type ships 1,000 gross tons and over) 
[In thousands] 


Deadweight | Country of registry—Con. Deadweight 
Total 20, 7 Netherlands 4, 228 
—— Sweden 3, 797 
Country of registry: eenae 3, 341 
Piette einer. eo 135, 746 U. ; 2, 372 
British Commonwealth... 25, 763 mean 2,181 
Norway 10, 332 Greece 1, 736 
Liberia 6, 297 Spain 1, 426 
Panama 5, 854 Argentina 1, 163 
Italy 4, 994 Brazil 1, 08 36 
Japan 4, 884 
France 4, 489 


1 Includes 19,373 gross tonnage in the laid-up reserve fleet. Information as to portion 
of foreign tonnage in an inactive status not available. 


ROLL-ON AND ROLL-OFF SHIPS 


Mr. Horan. Mr. Chairman, I have heard of them before, but I 
have not heard them referred to before as roll-on and roll-off ships. 
There is a great deal of interest in these ships, some of them plying 
the waters between Seattle and the Alaskan ports, and the claim is 
that they will be saving overland transportation in that manner; that 
they can drive the van on the ships, and leave the van there. I do not 
know whether they take the engines or not. Do they? 

Mr. Morse. Sometimes; ordinarily they do not. 

Mr. Horan. So they will have the engine part at the terminal. 

Mr. Morse. Yes; the tractor would remain on the land, and only 
the trailer would be carried on the ship. 
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Mr. Horan. And I presume that will be some saving in the number 
of handlings, loading and unloadings, in that overall operation of 
the roll-on and roll-off which would result in a saving in transporta- 
tion cost. 

Mr. Morse. Our studies of this problem indicate that there will be 
a saving, at the present time; in the domestic trade break-bulk cargo 
is water carried; and it is almost noncompetitive with land, rails 
and trucks. 

Mr. Horan. You would save 2 or 3 handlings of the cargo. 

Mr. Morse. I think it runs more than two. 

Mr. Horan. You have to load the truck, unload it onto the ship, 
and when you unload the ship, have to load the trucks—there will 
be four. That is an interesting item, and I want to commend the 
Maritime Commission. We have brought up the question of research, 
and it is a practical study, so far as that is concerned. 

Mr. Morse. Yes; we have done that also. 

Mr. Horan. You have worked out the economics of it? 

Mr. Morsr. Yes. There are a number of operators who have pro- 
posed to the Board a roll-on and roll-off type of vessel; and 
for some of them we have already approved financing, and we have 
gone very thoroughly into the economics of the operation before we 
approved them. 


PROPOSED AMENDMENT TO SECTION 510 OF MERCHANT MARINE 
ACT, 1936 


Mr. Horan. This is my last question. I note that legislative action 
to amend section 510 of the Merchant Marine Act of 193 36, as amended, 
is being considered at the present time, at least is being proposed for 
the purpose of granting trade-in allowance on vessels below the present 
age limitation, with a revised limit on the amount of trade-in. 

May we have a rather complete explanation of that? 

Mr. Morse. Since this budget was originally prepared, time has 
‘caught up with us, so that request is no longer important to us. In 
other words, when we were working on this budget, we were talking 
about the possibility of taking vessels less than the 12 years of age, 
which is the present statutory minimum, on a trade-in basis, and we 
were proposing that the cargo vessels be traded in if they were not less 
than 10 years of age. But time has caught up with us, and that request 
is no longer of any importance to us. In other words, the vessels are 
now 12 years, or very nearly approaching 12 years of age. 

Mr. Horan. What was the purpose of : suggesting the revision in the 
method of determining the amount of the trade-in allowance ? 

Mr. Morse. I do not recall it specifically, I think it was to make the 
trade-in allowance on the dry-cargo vessel coincide with the trade-in 
allowance on the tanker trade-in, which is the depreciated book value. 

Mr. Horan. Of course we all know that the law of supply and de- 
mand has not been repealed ; we may sometimes try to amend it; but we 
have the same situation with automobiles. When the market is good, 
trade-in cars bring good prices; and when the market is flooded old 
‘ars bring lower prices. So I assume in all generosity, and I am just 
trying to face the fact, the same thing could be true here. 
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Mr. Morse. For one thing, the market value has increased on all 
vessels, during the last year, substantially. 

Mr. Horan. Mr. Chairman, I believe that is all. 

Mr. Morse. I suggest that we put in a statement to clarify our posi- 
tion on this particular legislation. 

Mr. Horan. That will be fine. 

(The statement referred to follows :) 


EXPLANATION OF PROPOSED AMENDMENT TO SECTION 510 oF THE MERCHANT MARINE 
Act, 1936, As AMENDED 


At the time of initial preparation of the 1957 estimates, consideration was 
being given to amending section 510 of the Merchant Marine Act, 1936, as 
amended, for the purpose of granting trade-in allowance on vessels below the 
present age limitation of 12 years. The legislation under consideration would 
have permitted granting a trade-in allowance on the construction of a new 
vessel for an old vessel which would have become 12 years of age within 90 days 
after delivery of the new vessel. In effect, this would have permitted entering 
into contracts for trade-in of vessels having an age of 10 years at the time con- 
tract was entered into for a new replacement vessel as the average construc- 
tion time of a new vessel would approximate 2 years. Passage of time has 
now made this amendment unnecessary as most of the vessels to be acquired 
under the 1957 appropriation request have or will shortly reach the statutory 
age of 12 years. 

As stated in the testimony, the revised trade-in allowance would have made 
the method of trade-in allowance determinations for dry-cargo vessels coincide 
with that used in determining trade-in allowance under the tanker trade-in- 
and-build program. 

With the developments and progress made in the past year with respect to 
the vessel replacement problem by spacing replacement in company programs, 
by replacement provisions in operating subsidy contracts, and by adminis- 
trative action under the existing trade-in allowance formulas, we now believe 
that the only necessary and desirable legislative action would be the continua- 
tion of the 12-year age eligibility (in lieu of the permanent 17-year age re- 
quirement) until 1960 or 1962. Such legislation would be processed in accord- 
ance with the usual procedure. 


LANGUAGE CHANGES 


Mr. Preston. We note there is certain language change at the bot- 
tom of page 66 of the committee print. Will you explain why you 
want to take out the provision requiring that ships construction be 
done only in shipyards in the continental United States. 

Mr. Horan. Where is that found ? 

Mr. Preston. At the bottom of page 69 of the committee print. 

Mr. Morse. No construction, reconditioning or betterment of ves- 
sels, American-flag vessels is permitted under the 1936 act, except that 
it be done in American yards anyway. 

Mr. Preston. Why was this put in, then? It makes no difference 
to you whether it stays in or goes out? 

Mr. Morse. No. 

Mr. Fisuer. Our suggestion that it be taken out was merely to 
reduce the volume of language. 

Mr. Preston. Now the second phase of the proviso, with reference 
to the construction of ships, that no construction could be done until 
full appropriation has been made. ; 

Mr. Fisuer. That too, Mr. Chairman, is a general requirement of 
the Anti-Deficiency Act, that we could not incur obligations to under- 
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take construction unless we have funds appropriated for that purpose. 
So this language again is merely duplication of existing law. 

Mr. Preston. That conc ludes the hearings today. We will recon- 
vene tomorrow at 10 o’clock. 


Fripay, Marcu 23, 1956 
Mr. Preston. The committee will please come to order. 
CONSTRUCTION-DIFFERENTIAL SUBSIDY PROGRAM 


Mr. Morse, you have indicated that you would like to make a brief 
supplemental statement on the subject of construction differential 
subsidy. 


CURRENT STATUS OF REPLACEMENT PROGRAM OF 16 SUBSIDIZED OPERATORS 


Mr. Morse. Yes, I would like to clarify, and to put in one statement, 
what the current status is of the replacement program of the 16 sub- 
sidized operators. 

The operating-differential subsidy contracts of 7 of the 16 sub- 
sidized operators will expire Dec ember 31, 1957. Ww e have adopted 
the practice, with the approval of the Comptroller General, of nego- 
tiating standby contracts with these operators not more than 2 years 
in advance of their present contract expiration date. This program 
permits advance planning for the construction of replacement ships 
to be covered by the new operating subsidy contracts. To date we 
have signed five contracts providing long range replacement programs, 

Although the subsidy contract with the Oceanic Steamship Co. 
would have expired December 31, 1957, a new contract has already 
been executed effective January 1, i! 56 for a long term basis. 

American President Line under the provisions of its contract which 
expires December 31, 1957, has already acquired from the Govern- 
ment four Mariner ships for operation. The Maritime Board agreed 
to the execution of a new operating subsidy contract effective Janu- 
ary 1, 1957, providing for the replacement of 4 combination ships, 
which has now been modified; 9 cargo ships and 2 passenger ships to 
enter service between 1960 and 1965 on an evenly phased basis. 

Moore-McCormack Lines was recently granted a new 20-year 
standby operating subsidy agreement to become effective January 1, 
1958. This contract calls for the company to replace its entire cargo 
fleet of 31 ships on an evenly phased basis between 1958 and 1970. 
In addition Moore-McCormack has awarded two contracts for the 
construction of two passenger vessels to replace the Argentina and the 
Brazil. 

A similar contract was executed with Grace Line, under which 
Grace must replace 9 combination and 15 cargo ships in the period 
1960-69, on an evenly phased basis. They have already placed con- 
tracts for the replacement of the Santa Rosa and Santa Paula with 
the Newport News Shipbuilding & Drydock Co. 

We are now negotiating for a new long-range standby contract with 
Lykes Bros. Ste: umship Ce 0., Seas Shipping Co., Mississippi Shipping; 
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and we have a contract with Pacific Far East Lines which expires 
December 31, 1962, and under this contract Pacific Far East Lines 
promises to build 5 new cargo ships in fiscal 1957, unless the Board 
permits them to buy. 1 Mariner in each of 5 consecutive years. 

The current operating subsidy contract with United St: ites Lines 
which terminates as to cargo vessels on December 31, 1965, includes 
a requirement to contract for the repli wement of 44 C2 cargo vessels 
by the time each vessel reaches 17 years of age, and 6 V ictory ships 
by July 2, 1957. Replacement of the C2’s will occur, therefore, be- 
tween 1960 and 1963. As indicated earlier we are now negotiating 
with United States Lines to sell them six to eight 20-knot Mariners 
to enable United States Lines to retire their Victory-type ships. 

The other seven subsidized operators have oper ating subsidy con- 
tracts which expire between December 31, 1958, and December 3 : 
1965. Some of these contracts have ship-replacement obligations and 
some do not. 

The following presents a summary for all operators who have full 
or partial replacement obligations in their operating subsidy agree- 
ments, and also contains an ‘estim: ite of that portion of the cost to be 
borne by the United States, assuming construction differentials will 
be allowed in all cases 

The 12 operators are: American Export Lines, 28 vessels; these are 
their replacement obligations. American Mail Line, 3 vessels; Ameri- 
can President Lines, 15 vessels; Bloomfield Steamship, 4 vessels ; Grace 
Line, 26 vessels: Gulf and South America, 4 vessels; Lykes Bros., 5 
vessels; Moore-McCormack, 33 vessels; Oceanic Steamship, 4 vessels, 
Pacific Far East, 5, Pacific Transport, 4, and United States Lines, 49; 
that aggregates 180 vessels, and the estimated cost of those 180 vessels 
is $1.5 billion. 

We have 16 lines and roughly 300 vessels in our subsidized fleet. 
We have finalized contracts with 5 lines covering replacement of 83 
vessels, and before the end of this fiscal year we hope to finalize con- 
tracts with an additional 3 lines covering 80 vessels. Negotiations 
with the remaining operators will be continued in fiscal 1957. It 
should, of course, be recognized that many of these replacement pro- 
grams are subject to modification should circumstances warrant. 


NUMBER OF VESSELS UNDER COMMITMENTS FOR CONSTRUCTION 


Now on the exact number of vessels on which we have commitments 
to contract to build. In fiscal 1957, the facts are as follows: 

American Export Lines is committed by contract to build one cargo 
ship by August 26, 1956, to contract for construction by August 26, 
1956; and an additional cargo ship, by March 10, 1957. 

American President Lines, is committed by contract to contract for 
two cargo ships by January 1, 1957. That is in addition to two 
Mariners they are obligated to buy. 

Lykes Bros. has an option under which thev must contract for five 


cargo ships by July 1, 1956, otherwise they will forego the voluntary 
deposit which they have requested. 


Mr. Preston. How much is the deposit ? 
Mr. Morse. They have requested a voluntary deposit of $7 million, 


and I have agreed to that voluntary deposit, on the condition that they 
contract for 5 vessels by July 1, 1956. 
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Mr. Preston. And if they do not, they forfeit the $7 million? 

Mr. Morse. The $7 million will be treated as free funds and subject 
to normal taxation. 

Mr. Tuomas. If they do not do it their income tax is less. 

Mr. Morse. That is correct. It is a saving to them of approximately 
$3,500,000, if they made the voluntary deposit, as a deferral of income 
taxes. 

Mr. Preston. If they do not exercise the option on the contract for 
the five rc they do not lose the money ? 

Mr. Morse. No; the money is not forfeited; it just affects their 
income tax for that calendar ye 

Moore- McC ormack Line aaa an + cbiabiien, by contract, to sign con- 
tracts for 2 cargo ships in 1956 and 2 2 cargo ships in calendar 1957; 
but the time when those construction contracts must be executed is 
not spelled out, but the delivery date-is spelled out, so we do know 
that they will sign up for them in 1956 and 1957. 

The Pacific Far East Lines, under the present contract, is obligated 
to contract for 5 cargo ships by July 1, 1957, with the proviso that 
the Board has reserved an option to the Board to permit them to buy 
5 Mariners in lieu of building 5 cargo ships. 

That adds up to 18 vessels, which includes the 5, on which Lykes 
has an option; and all of those are committed by contract, so that the 
operators are obligated to sign contracts for new construction before 
the conclusion of calendar 1957. That is in addition to the negotia- 
tions we are conducting with six other lines for new cargo construc- 
tion in 1956, in 1957, and following years. 

Also for the record, we received a letter from the Department of 
the Navy which was dated March 20, 1956, saying they definitely want 
to get four more Mariners, so that will reduce the available Mariners 
for sale. 

Mr. Preston. Mr. Morse, why did you not give us this information 
yesterday when we first took this matter up? 

Mr. Morse. I was not adequately prepared. 

Mr. Preston. Well, Admiral, you stuck with the figure 8 yesterday, 
on the second phase of this thing, when you undertook to rescue this 
item which obviously was in trouble. What do you wish to say about 
that figure “8” today ; is it 8 or is it 18? 

Admiral Forp. I believe I said there were eight positive, and that 
there were others that were options, as to whether they bought ships, 
such as the Lykes contract, as to whether they forfeited the voluntary 
deposit. 

Mr. Preston. What is your prediction about these options; will they 
be exercised in favor of the construction contract ? 

Admiral Forp. Sir, I am very confident they will be. And we have 
also listed 22 ships on the basis of current negotiations, and I think ¢ 
number of those will be executed before the end of the fiscal year 1957. 

Mr. Preston. Let us take the American Export Lines, for an ex- 
ample : Suppose they do not execute a construction contract by August 
26, 1956, what happens? 

Mr. Morse. They are in default on the subsidy contract, and we can 
declare the entire contract to be in default and terminate the subsidy. 

Mr. Preston. Do you know of your own knowledge whether Amer- 
ican Export Lines is presently negotiating for a contract to be ex- 
ecuted by August 26, 1956? 
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Mr. Morsr. We have no definite information that they are negotiat- 
ing with shipyards for a contract of this character. 

Mr. Preston. Do you know whether American President Lines is 
negotiating for a contract for two combination ships to be executed 
by July 1, 1956? 

Mr. Morse. Yes; that is in the 1956 budget 

Mr. Preston. “Cargo ships” I should have said. 

Mr. Morse. We are in the process of reviewing Seafarer plans for 
use in connection with those vessels at the present time. 

Mr. Preston. On the two cargo ships? 

Mr. Morse. Yes, sir. 

Mr. Preston. When they have already entered into a contract? 

Mr. Morsr. They have not. 

Admiral Forp. They have not—they have continued that contract, 
you see, until January 1, 1957. 

Mr. Preston. Yes; January 1, 1957. 

Mr. Morse. They have contracted with Maritime to proceed with 
construction; they have not signed up contracts with shipyards as 
yet. 

Mr. Preston. All right, let us assume that contracts are entered 
into for the 18 ships, that the conditions are reasonably firm. 

Mr. Morse. Yes. 

Mr. Preston. Providing an option is exercised in favor of entering 
into a contract. 

Mr. Morse. Yes. 


ESTIMATE OF FUNDS REQUIRED FOR ANTICIPATED SUBSIDIZED CONSTRUCTION CONTRACTS 


Mr. Preston. What amount of money is estimated to be required 
to pay the Government’s portion of these construction contracts for 
the 18 ships? 

Mr. Morse. About $65 million for the 18 vessels. 

Mr. Roruscuip. I believe that is a little low. 

Mr. Morse. On a 20-ship basis 

Mr. Preston. I am talking about 18. 

Mr. Morse. I appreciate that, but on the 20-ship deal it was esti- 
mated it would be $88.4 million. Apparently under my rapid com- 
putation I am on the low side on the 18. It would be nearer $80 mil- 
lion, than the figure which I gave in the rough calculation. That 
is assuming approximately $4.5 million subsidy per vessel for 18 ves- 
sels, $79 million. 

Mr. Preston. We want to pin this down as firmly as we can. How 
much do you as Administrator predict or forecast that it will be in 
fiscal 1957 for the 18 ships construction contracts entered into as out- 
lined in your letter to me which is dated March 23, 19562 Do you 
think it will be that much ? 

Mr. Morse. I certainly do; I think we will be coming back here 
asking for a supplemental for fiscal 1957. 

Mr. Preston. We are talking in terms now of $103 million. What 
about the $23 million which you have on hand for which you have no 
obligations at all up to this time? 

Mr. Morse. I indicated yesterday and I repeat, Mr. Preston, that 
I think we are going to have more than 20 vessels—more than 25 
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vessels contracted for in fiscal 1957. We can identify 18, which I have 
done in this letter to you today. Dy 
Mr. Preston. Mr. Thomas, do you have any questions on this item ? 


EXPIRATION DATES OF EXISTING SUBSIDY CONTRACTS 


Mr. Tuomas. I think it will help the record if you will put in the 
expiration dates of your subsidy contracts. Of course your subsidy 
contracts are going to indicate whether you are going to really enforce 
the contracts. Will you insert in the record at this. point the expira- 
tion dates of your subsidy contracts ? 

Admiral Forp. We can give that to you now. 

Mr. Tuomas. Read it into the record. 

Mr. Morse. Mr. Hochfeld will supply that information. 

Mr. Hocurextp. You want it for the 16 lines? 

Mr. Tuomas. Y eS; if you have them here. And I assume th: it there 
is a forfeiture provision in each one of your subsidy contracts in favor 
of the Maritime Commission if a certain amount of construction work 
is not carried out by the carriers? 

Mr. Morse. There is a clause in the contract specifying what consti- 
tutes defaults on the part of the operator. 

Mr. THomas. What are they? 

Mr. Morse. I would rather submit for the record the text of the 
clause. Ido not recall it offhand. 

Mr. Tuomas. Was it the intent of the Maritime Commission to make 
one of the grounds of forfeiture failure to replace vessels ¢ 

Mr. Morsr. .Absolutely; unless there is some excuse in contracting 
for replacement, I would certainly be in favor of forfeiting 

Mr. Tuomas. Do you have the information to read into the record 
right quickly, so we will have an idea when these contracts expire ¢ 

“Mr. Hoctrrexb. These are the expiration dates of the agreement 
with the various subsidized lines: 

American Export Lines, December 31, 1955. 

American Mail Lines, December 31, 1960. 

American President Lines, Dec ember 31, 1957, with a new con- 
tract being negotiated to expire December 31, 1977. 

Farrel Lines, December 31, 1959. 

Grace Lines, December 31, 1957, and a standby contract to 
continue through December 31, 1977 

Lykes Bros., “December 31, 1957. 

Mississippi Shipping Co., December 31, 1957. 

Moore-MecCormack Lines, December 31, 1957, with a standby 
contract to continue through December 31, 1977. . 

Seas Shipping Co., December 31, 1957. 

Oceanic received a new contract ‘effective January 1, 1956, and 
if my memory serves me correctly that new contract is to continue 
through the middle of December, 1972. 

United States Lines, December 31, 1965. With respect to the 
steamship United States, however, their contract continues for 
about a year or two beyond that date. With respect to the 
America, unless they agree to replace it by August 1, 1958, their 
contract with respect to ‘that ship will terminate. 

Pacific-Argentine-Brazil, December 31, 1958. 

Pacific Far East Lines, December 31, 1962. 
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Pacific Transport Lines, December 31, 1962. 
Bloomfield Steamship Co., December 31, 1963. 
Gulf & South American Steamship Co., December 31, 1963. 

Mr. Tuomas. Some of them are approaching their expiration date. 
What is the point, when you renew these contracts, of renewing them 
for a period of 20 years! Where is the mutuality? You are tying 
the Government up for 20 years; and what does the steamship com- 
pany have to lose ? 

Mr. Morse. He contracts to build, rebuild his entire fleet during 
that period and that he will operate the vessels in the foreign trade 
on the essential trade routes during that entire time. 

Mr. Tuomas. That can be the only possible justification for such 
a provision, for the contracts in the past, for the last 20 years, where 
they have not built any ship, with the Government being tied up for 
20 years. It is certainly a one-sided affair, and the only man that wins 
would be the operator; and the taxpayer—all he could do is to lose, 
for a long 20-year period. 

Mr. Roruscnitp. Some of the earlier contracts were for 5 years, 
but there is this building requirement in the new contracts. 


SALE OF MARINERS 


Mr. Tuomas. That makes it even worse. For 20 years and they had 
no obligation, on one side, and on the other side the Government all 
it had to do was to pay, and pay, and pay. 

You mentioned one company—I did not get the name and the name 
is immaterial—that was figuring on 18 or 20 Mariners. When does 
their contract expire ? 

Mr. Morse. The Pacific Far East Lines I think probably is the one 
you have reference to. 

' Mr. Tuomas. The name is immaterial. 

Mr. Hocurevp. The United States Lines that we were discussing- 
their contract expires December 31, 1965. 

Mr. Tuomas. 1965. 

Mr. Hocurep. Yes. 

Mr, Trromas. When are thev coine to take the Mariners ? 

Mr. Morst. They have applications on file at the present time, and 
it is going through routine processing, and they will take the Mariners 
this year. 

Mr. Tuomas. This year. 

Mr. Morse. Yes, sir. 

Mr. Tuomas. Now when were the Mariners constructed ? 

Mr. Morse. In between the period 1951 and 1953. 

Mr. Tuomas. The contracts were made in 1950 and 1951, and the 
prices were based upon material prices and wages paid at that date. 
For the record can you be accurate about it; was it 1950 or 1951? 

Mr. Fisner. The appropriation, Mr. Thomas, was made available 
early in 1951; so the contracts were let by August of 1951, 

Mr. Tuomas. Of 1951? 

Mr. Fisker. Yes. 

Mr. Tuomas. How much has the price of labor and the price of 
materials increased that went into those ships? 

Mr. Morse. Approximately 25 percent. 





FACTORS CONSIDERED IN DETERMINATION OF SALE PRICE 


Mr. THomas. What is the price as of today for the ship? Does that 
recognize the 25 increase in cost, or does the present price recognize 
25 or 30 percent depreciation? What is the price? 

Mr. Morse. The present price of the Mariners, with crew facilities, 
is $5 million, which recognized 5-percent depreciation during the life 
of the vessel ; and takes no consideration of any increase in construction 
cost. 

Mr. Tuomas. The present price then is how much over the discount 
on the construction cost. We will stay with the construction cost. 
How much has that been discounted ? 

Mr. Morse. The vessels cost the Government approximately $91, 
million each, and at $5 million, that is-—— 

Mr. Tuomas. The present market price is what ? 

Mr. Morse. About 55 percent. 

Mr. Tuomas. The present market price is about 50 to 55 percent of 
the construction cost, yet the construction cost has advanced 25 percent. 
It is a very nice deal for the operators, is it not? They have not been 
run; they are brandnew ships. No further questions, Mr. Chairman. 

Mr. Gui. Mr. Thomas, may I just make a brief statement off the 
record ¢ 

Mr. Tuomas. Well, let’s put it on the record. 

Mr. Guitt. We have a lot of discussion down in the board about 
the sale of these ships, as compared with getting the operators to move 
in and have new construction. The Government has an awful lot of 
money tied up in these ships that are in the laid-up fleet; and it is my 
thinking that we should get them out where they would be used, and 
not only that but we are going to save the Government a lot of money 
in maintenance, and other costs. 

Mr. Tuomas. Why, of course; you are just as right as rain. 

Mr. Guitut. We have got to come to some conclusion down there 
concerning what we should do to get rid of them. I think we would 
be a lot better off to move them. But we are going to need some indi- 

cation from you gentlemen here in this committee about whether we 
senks go ahead and make these available, or whether we should for- 
go that procedure. 

Mr. Tomas. If you want my opinion, I think you certainly have to 
get rid of the Mariners; and you ought to get rid of then without a 
deficiency or loss, but something like a fair figure approaching their 
replacement value. You are not going to build any shij,s any better 
than they are. 

Mr. Morse. We have had studies made of this whole problem. The 
Seafarer, which is the 18-knot design vessel of approximately the same 
size as the Mariner——— 

Mr. THomas. The same what ? 

Mr. Morse. The same price as the Mariner, building them in a group, 
and we estimate their cost would be $8.5 million each. Now assum- 
ing the 45-percent subsidy, the owner would pay $4,700,000 of that 
cost and the Government would pay $3.8 million; so that the cost to 
the operator would be a little less than the cost to the operator buying 
the 21 Mariners. 

Mr. Tuomas. Is not that your problem; you go out and build 30 to 50 
of them, and the operators know that all they have to do is to sit there 
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and wait until they can buy them for about 50 cents on the dollar; 
it is the same old game they have played all the way through, is it 
not / 

Mr. Roruscuixtp. Mr. Thomas, I wonder if I may refer to this fact, 
that under the provisions of the 1936 act, the average American ship 
operator, who operates in the foreign trade, is entitled to buy these 
ships, and required to buy them American; and for buying them 
American he is entitled to the construction subsidy differential. So 
this is not a discount because if we did not require them to buy these 

ships in the United States they could buy ships in any country in the 
world at the price at which they buy them from the American yards, 
less 

Mr. Tuomas. You mean- 

Mr. Roruscninp. Less the subsidy. 

Mr. Tuomas. Anybody that flies the American flag has got to buy 
his ships in this country. 

Mr. Roruscuitp. Yes, sir. 

Mr. THomas. Regardless of whether he would receive a subsidy ? 

Mr. Roruscnip. Only if subsidy is involved. 

Mr. Tuomas. Then it puts him to a disadvantage compared with the 
subsidized operator. 

Mr. Rornscuitp. All we do is make the American-flag operator 
pay what he 4 buy these ships for anywhere else in the world. 

Mr. Tuomas. I did not quite underst: and that last statement. 

Mr. Roruscnitp. All we do is to try to place the American operator 
on an equal basis, pricewise, for what he could have bought ships for 
anywhere else in the world. 

Mr. Tuomas. Yes, but what of the fellow flying the American flag 
who does not get a subsidy; what do you do for him? 

Mr. Morsr. We offer him a construction subsidy too. 

Mr. THomas. That does not change the picture any, does it? 

Mr. Morse. Mr. Thomas, in this matter of price at which we can 
sell these Mariners, in part, is a matter of how much the operators 

can afford to pay, and our study shows that the operational costs, the 
M: ariner, as compared with the operational cost of a Seafarer, costs 
the operator $109,000 more per year, and costs the Government ‘$161, - 
000 more per year, and that over the remaining usable life of the 
Mariner, and the 20- vear life of the Seafarer, the excess costs 

Mr. THomas (inter ‘posing). Which one is the Seafarer ? 

Mr. Morse. That is the Seafarer, the new design for the replace- 
ment of the C-3 type. 

Mr. THomas. og the ship constructed yet? 

Mr. Morse. No. 

Mr. THomas. “How in the world can you come up with a firm figure, 
with a ship that is still on the drawing board? How are you going 
to be able to tell how much it costs to operate it; you have more imagi- 
nation than I have. 

Mr. Morse. I prefaced my remarks by saying that these are esti- 
mates of what the relative costs would be in operating the Seafarer as 
eompared with opet rating the Mariner. Over the remaining usable 
lifetime of the two vessels it would cost the operators $2,180,000 more 
to operate the Mariner than it would to operate the Seafarer over the 
20-year period. And, the operating subsidy paid by the Government 
would be $3,220,000 more for operating the Mariner for that same 
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time than the estimated operating subsidy would be for the Seafarer 
in that time, 

So these factors must be taken into consideration when you arrive 
at what the sale price of the Mariner will be. We approach the point 
where we will price them out of the market. So there are two sides 
to this matter of selling Mariners. 

Mr. Tuomas. There is no question about that. I think you would 
be in much better position, after you go ahead and construct one of 
these ships, and then have a more positive idea as to what they should 
cost. You make a pretty good paper case, but I would rather see fig- 
ures based upon actual operations. We had about the same informa- 
tion based upon the Mariners, and Admiral Cochrane was a fair ship 
designer, was he not? 

Mr. Morse. He built a very fine ship, yes. 


DETERMINATION OF SUBSIDY AMOUNTS 


Mr. Tuomas. What are your elements of cost, that you used, 
arriving at the figure of 45 percent in the construction differential 
cost; how do you arrive at that figure? 

Mr. Morse. We are using the 45 percent as a round figure. The 
most recent construction subsidy awards which we have made, the 
Board has made, has been on passenger ships and those were in the 
vicinity of 40, 41, and 42 percent. 

The subsidy is the difference between the estimated cost of the 
identical ship in the foreign yards and the cost of that vessel in Ameri- 
can yards, : 
EXPLANATION OF NATIONAL-DEFENSE FEATURES 

Mr. Tuomas. Does that include the national-defense feature, or just 
what do you mean by national defense ? 

Mr, Morse. The national-defense features are not included in that. 
Those are picked up—— 

Mr. Tnomas (interposing). That would make that cost then, in- 
stead of being 40 percent, go up as high as 55 to 65 percent ? 

Mr. Morse. For the cargo ships, the national-defense features are 
nominal items. We have not had to build any recently, but we would 
estimate that perhaps not in excess of $200,000 per vessel. 

Mr. Tuomas. What did the national-defense features cost on the 
United States? 

Mr. Morse. $25 million, approximately. 

Mr. Tuomas. Can you not cut that down to two or three hundred 
thousand dollars a cargo ship ¢ 

Mr. Morse. Yes, sir. I am reminded that in the Moore-McCormack 
or in the Grace passenger ships that were recently constructed, the 
national-defense features were in the neighborhood of $200,000 to 
$250,000. 

Mr. Tuomas. What are those features ? 

Mr. Morse. What were those items ? 

Mr. Tuomas. Yes; what were those features. When they lay the 
keel and are embodied in the cargo ship for national defense; what 
are they ? 

Mr. Morse. Admiral Ford. 

Mr. Trromas. Maybe Mr. Hochfeld can tell us. 


75136—56——_24 
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Admiral Forp. Heavier lifting boom; increase in the size of the 
auxiliaries so you can operate them at high speed under wartime 
conditions; that is about all—yes, the shockproof features. 

Mr. Toomas. What? 

Admiral Forp. The shockproof mountings; shelter-proof pilot- 
houses. 

Mr. Tuomas. Anyway, it is $200,000 worth ¢ 

Admiral Forv. That is about r ight. 

Mr. Morse. One reason we can fairly well identify the national- 
defense feature is that we require the operators to come in and finalize 
the entire plans and specifications on the commercial ship before we 
even discuss national-defense features with him. And then we bid 
out the commercial ship and the national-defense ship, and then we 
have firm prices on both types of construction. 


DETERMINATION OF SALES PRICE OF MARINERS 


Mr. Tuomas. How did you arrive at that figure of about $5 million 
for the Mariner ? 

Mr. Morse. The price? 

Mr. Tuomas. Yes. Is it purely statutory, or is there discretion 
mixed in with the statutory authority ? 

Mr. Morse. It is discretion, which was vested in the maritime board 
to make a determination of what the value or the price of the Mariner 
would be allowing for construction subsidy as of the time the contracts 
were let. 

Mr. Tuomas. On that figure what would that figure be ? 

Mr. Morse. I beg your pardon. 

Mr. Tuomas. What would that price be; would that be your $5 
million figure ? 

Mr. Morse. The basic figure I have used is $5,500,000. 

Mr. THomas. $5.5 million. Were you on the Commission when 
Admiral Cochrane was there; were you working there then? 

Mr. Morsr. No; I was not there at that time. 

Mr. Tuomas. I was just wondering if you advised the Admiral he 
was wrong, when he was working over there. 

Mr. Morse. The price which the Board fixed, the sale price which 
the Board fixed for the Mariner was approved by the General Account- 
ing Office. 

Mr. Tromas. What figure did they fix ? 

Mr. Morsr. I would like to supply for the record the exact figure, 
but it was $514 million, approximately. 

Mr. Tuomas. You did not fix it; it was the General Accounting 
Office that fixed that figure ? 

Mr. Morse. No, sir; the figure was arrived at by the Board, but 
the figures were reviewed. 

Mr. Tuomas. Well, that is an entirely different matter from what 
you just said. 

Mr. Morse. I think you must have misunderstood me. 

Mr. Tuomas. Well, excuse me; and repeat it again if you will. 

Mr. Morse. The figures were determined by the Board, and the 
figures so deter mined were reviewed and approved by the General 
Ace ounting Office. 

Mr. Tuomas. That is all, Mr. Chairman. 
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Mr. Preston. I might make this observation at this point, that for 
the rest of the hearing there will be no reopening of matters dealt with 
on the previous day. It was done this morning on the theory that it 
would take about 5 minutes, and we have taken nearly an hour, so if 
this committee is going to keep on schedule, we will have to stick 
to it and not revert to matters discussed the previous day. 

Mr. Flood, do you have any question on this subject ? 

Mr. Fioop. What is the subject? Apparently Mr. Thomas was 
aoe about something he should not talk about at all ? 

Mr. Preston, Oh, no. 







LIBERTY SHIPS 











Mr. Fioop. Well, I am in. 

Is there any suc h thinking in any of your bone yards, or mothballs, 
known as the English Liberty ship, and if so, what in the world are 
they ? 

Mr. Morse. We have had a few Canadian-built Liberties, which are 
in the mothball fleet; they were built for us, they were built for the 
United States. 

Mr. Fioop, They are not the most desirable type in the world, I 
would gather. 

Mr. Morse. None of the Liberties are particularly desirable. 

Mr. Fioop. Well, if none of the Liberties are particularly desirable, 
the least desirable of all are these Canadian Liberties I ‘would sur- 
mise. 

Mr. Morse. Well some of them today would be in better condition 
than some of our American-built Liberties ; it depends upon the physi- 
cal condition of the vessel today. 

Mr. Fioop. And in the wing off left, I heard the word coal- 
burning. 

Admiral Forp. There are a few coal-burning ships in the reserve 
fleet. 

Mr. Fioop, As a comparison to the foreign crew in percentages, 
how much would it cost to crew one of these Liberty ships with a 
foreign crew as compared, or contrasted with an American crew; 
would it run 214, 314, or 4 times, or about what ? 

Mr. Morse. It costs about, the foreign costs of the crew for the Lib- 
erty is about 25 percent of ‘what the American costs would be. 

Mr. Froop. Putting it another way around, about four times as 
much ¢ 
Mr. Morse. 400 percent for the American crew. 


















CONDITIONS UNDER WHICH LIBERTY SHIPS MAY BE CHARTED 








Mr. Fioop. All right, let us say it your way. Under the Ship Sales 
Act, or whatever legislation covered the problem, do you have any 
responsible or Ameri ican, reputable American shipping line, such as 
the United States Line, the Moore-McCormack, or Lykes, and such 
as that, or lines of any sort that are propertly recognized, either of the 
American Lines, do they have : any particular access to these mothball 
Liberty ships, if they want them ¢ 

Mr. Morse. They are not permitted to purchase any of the mothball 
fieet. Under a proper showing, under Public Law 591, permission 
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may be granted by the Maritime Board for the charter of a vessel, if 
the necessary statutory requirements are met. 

Mr. Froop. That was one of the reasons for making the inquiry. 
They can, by charter, and with your permission, obtain the use then ? 

Mr. Morse. Yes. 

Mr. Fioop. And I presume the more limited would be the use the 
greater favor you would look upon the request, or would that be so; 
what would be the condition ? 

Mr. Morse. The statutory requirement, as I recall, is that they are 

required in the public need, other American-flag vessels are not avail- 

able at fair and reasonable costs, and then there i is a third element and 
service cannot be adequately provided without chartering additional 
vessels. 

Mr. Fioop. Now, if it would result that the American-flag lines say 
could not provide a service such as the transporting of anthracite coal 
from port A to port B in Europe, and if they be restricted to those 
ports, and that would be the purpose, because the ships would not be 
available; and secondly, since there was not the service otherwise avail- 
able or desired with the American-ship lines; and further, your third 
condition was in the public good—and I did not expect to meet him 
here, but all right, he is here—if it could be shown that it would be in 
the public good, for the purpose of reducing unemployment in the 
hard-coal areas, for the purpose of maintaining the production of coal 
mines, necessary in the national defense, if and “when a storm did break 
out, and if and when that hard coal had an economic problem for mar- 
keting here and elsewhere, and if it could be shown that there was a 
market overseas, if all those conditions exist, as I am advised they exist 
by people who know, and then those conditions would be met, and if 
an American-flag line did request a charter he would be before your 
board in proper form? 

Mr. Morse. Yes. 

Mr. Fioop. That also would not call for an amendment to the Ship 
Sales Act; that could be brought to your Administration by the apphi- 
cant for that purpose ¢ 

Mr. Morse. It would call for a public hearing by the applicant be- 
fore the Saad. 

Mr. FiLoop. Before your Board? 

Mr. Morse. Yes. 

Mr. Fioop But it is not a legislative matter ? 

Mr. Morse. No. 

Mr. Fioop. That is your understanding? 

Mr. Morse. No legislative problem involved. 

Mr. Fioop. They of course would have to be manned by American 
crews, I would guess? 

Mr. Morse. Yes. 

Mr. Fioop. Could such a shipowner, or charter party, if he wanted 
to do so, rather than come back in ballast, engage in tramp activities ? 
Or would he be restricted from port to port or area to area, or line to 
line? 

Mr. Morse. It would entirely upon the facts, on what condition the 
Board—— 

Mr. F.Loop (interposing). Impose in the charter ? 

Mr. Morse. Yes. 
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Mr. Fuioop. In the discretion resting with the Board under the cir- 
cumstances that I outlined. 
Mr. Morse. Yes. 


PROPOSED SALE OF LIBERTY SHIPS FOR USE IN TRANSPORTATION OF COAL 


Mr. Fioop. Now point 2 would be this: Under what circumstances 
could a group of hard coal wholesalers or retailers in Hamburg or 
Liverpool acquire title or use of such a ship or ships ? 

Mr. Morse. The amendment to the 1946 Ship Sales Act. 

Mr. Fioop. The application for ownership of such ship would neces- 
sitate legislative action, contemplated in the amendment to the act ? 

Mr. Morse. Yes. 

Mr. Fioop. If such legislative process were successful, if the act 
were amended, would it require a specific amendment to give specific 
people a specific number of ships, or how would the amendment read ? 
I presume it would necessitate an amendment. 

Mr. Morse. Yes. 

Mr. Fioop. Now, in your opinion, without trying to bind you on 
the language used, in your best judgment, what would be the features 
of the amendment ! 

Mr. Morse. There are several amendments which have been ap- 
proved by Congress permitting sales of these mothball ships—to 
Korea, to the Philippines and Brazil, and peer some other coun- 
tries, but it should spell out X-number of ships are available for sale 
to the—— 

Mr. Froop. It should be a pretty narrow amendment, I would 
gather ? 

Mr. Morse. It should be, in our thinking, because we do not want 
those vessels competing with American-flag vessels willy-nilly. 

Mr. Fioop. That is right. If there were no such competition for 
this particular type of trade or shipping, instead of good dry cargo— 
the collier work is hard work, and it could be restricted, and if it could 
be proven to have some advantage, and you could prevent some of the 
ships coming back on ballast, the narrower such amendment could 
be phrased the closer to approval it might get from your Commission 4 

Mr. Morse. There would be some opposition of course from Amer- 
ican-flag competition. 

Mr. Fioop. Those ships, under those circumstances, could go with 
a good foreign crew ? 

Mr. Morse. Yes. 

Mr. Fioop. Under a foreign flag ? 


RECONDITIONING OF LIBERTY SHIPS FOR CHARTERING PURPOSES 


Mr. Morse. Yes. There is one impediment that I made reference 
to, in the item in which we are requesting language change in the 
justifications, rather in the budget, which would permit us to use our 
revolving funds to condition these vessels in the laid-up fleet, to put 
them out on charter to American citizens. 

We have no funds for such at the present time which would permit 
us to put these vessels in class so they can be chartered. That has been 
one of our impediments thus far. 
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Mr. Fioop. You understand the interest in coal is very limited on 
this committee, but I am going to voice it. 

Mr. Morsr. What I was going to say is that we have met the opera- 
tors and discussed -with them the possibility of chartering Liberty 
vessels for the carrying of coal, or some other bulk commodities. 

Mr. Foon. Yes. 

Mr. Morse. But one of the difficulties we have in enabling them to 
get a charter is the fact that we cannot put the Liberty vessels in the 
laid-up fleet in an operable condition precedent to their chartering 
the vessel, and we have a request in the 1957 request here which would 
broaden our language, in covering our revolving fund, which would 
permit us to use ‘those funds to put the vessel in condition where it is 
charterable. 

Mr. Fioop. Would you be inclined to look with great favor on this 
charter if the applicant would agree to recondition “the ship? For in- 
stance, take the old coal-burning y machinery and equipment out of the 
Canadian Liberties and put in what was modern and recondition the 

ship physically for operation, and even include a reverter clause, to 
provide that if and when there should be a national-defense emer- 
gency, then by direction of the President they could be taken? 

Mr. Morse. Yes; we would favor that, and in fact, at the present 
time the few charters that we have made have imposed that obligation 
on the charterer, that he does recondition the vessel, but it is a ques- 
tion of the economics of the thing, whether it. is feasible. 

Mr. Froop. That is all, Mr. Chairman. 

Mr. Preston. Are there any other questions? 

Mr. CLevenGeR. No questions. 

Mr. Bow. No questions. 


OPERATING- DIFFERENTIAL SUBSIDY 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
Payment of subsidies (total obligations) ____-- } $115, 391,111 | $110,026, 829 | 
Financing: 
Unobligated balance brought forward —417, 940 
Unobligated balance carried forward ----- | 26, 829 


$124, 000, 000 
— 26,829 |_... 


Appropriation ; ane -| 115,000,000 | 110, 000, 000 | 124, 000, 000 


Obligations by objects 


11 Grants, subsidies, and contributions: 
1955 é ; . $115, 391, 111 
1956 110, 026, 829 
1957 124, 000, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - - ---- $115, 000, 000 | $110, 000, 000 $124, 000, 000 
Unobligated balance brought forward 417, 940 26, 829 


Total budget authorizations available__- 115, 417, 940 110, 026, 829 124, 000, 000 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations - \ 415. 391. 111 |f 120, 000, 000 124, 000, 000 
Out of prior authorizations -_- stdicev ote (mew tere \ 26, 829 


Total expenditures___- 115, 391, 111 110, 026, 829 124, 000, 000 
Unobligated balance carried forward - 26, 829 


Total expenditures and balances - ; 115, 417, 940 110, 026, 829 124, 000, 000 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item is “Operating differential subsidy,” 
found on page 78 of the committee print and page 772 of the jusifica- 
tion. We will insert pages 772-783 of the justification in the record. 

(The pages referred to follow :) 


Summary of requirements 


Appropriation, 1956 __ $110, 000, 000 
Proposed supplemental to cover cost resulting from annual account- 


cae a i nS cl ic estenaaid 


30, 000, 000 


Total anticipated appropriations____ ee eee eae ied 140, 000, 000 
Payment of operating-differential subsidies_________-_/-______--_ 140, 000, OOO 


Base for 1957 


Requirements for 1957 (payment of operating-differential subsi- 
dies) 124, 000, 000 


Total estimate of appropriation, 1956 . ~ 124, 000, 000 
GENERAL STATEMENT 


The payment of operating-differential subsidy is under authority of the 
Merchant Marine Act, 1936, as amended, and is for the sole purpose of assuring 
the continuance of an American flag, privately owned merchant fleet. 

Past experience, dating from the period prior to World War I, clearly demon- 
strates that dependence upon foreign-flag ships is dangerously unsound from 
both an economic and national defense standpoint. 

The events of World Wars I and II, and the Korean war, prove that a 
military operation of any magnitude must be supported by merchant ships and 
that foreign-flag ships will not be available when most urgently needed. It is 
apparent, therefore, that an American-flag merchant fleet is vital to the national 
defense. 

The accomplishment of this objective entails the existence of an active fleet 
manned by American seamen and built in American yards. The cost of main- 
taining an idle fleet with sufficient numbers of the various types of ships would 
be prohibitive. Unless continuing employment is offered to officers and seamen 
there would soon be no crews with the required knowledge and skills to operate 
the ships when they were needed. Further, ship-construction facilities in the 
United States would virtually disappear. The cost of a crash-shipbuilding pro- 
gram during a war period is not only extremely high in terms of money but is a 
serious drain upon critical materials and skilled manpower in times of scarcity. 
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From an economic standpoint, the existence of an active merchant fleet is a 
significant national asset. During calendar year 1954 alone, the total operating 
expenses of the subsidized operators amounted to nearly $500 million. This 
means that a major portion of nearly half a billion dollars flowed into the 
American economy in.1 year in the form of wages, procurement of food and 
equipment, fuel and other supplies, repair contracts, stevedoring and wharfage 
expense, return on investment, and other items. That portion which did not 
move into the national economy was expended abroad which in turn provided 
American dollars to stimulate foreign trade in American goods and services. 

While the amount paid out as direct operating expense is significant in itself, 
it is important to note that it does not reflect other economic factors resulting 
directly from foreign commerce such as: transportation of passengers and cargo 
to shipside, the value to the manufacturer, farmer, or processor of the goods 
marketed in foreign areas or the defense value of strategic materials imported. 

Experiments with other forms of support, together with experience under the 
provisions of the Merchant Marine Act, 1936, demonstrates that the system now 
in use, based on the principle of parity of costs, is by far the most effective and, 
to the Government, the most economical method of assuring a healthy, adequate 
privately owned and operated American merchant marine. 


PROGRAM ANALYSIS 
Subsidized services 

At the present time there are, exclusive of 4 industrial carriers, 21 major 
operators of liner service in our foreign commerce. Of these, 16 are presently 
subsidized and applications for subsidy are now being reviewed for 3 of the 
remaining 5 operators. In addition to these existing operators, one new service 
is being proposed and the company has applied for subsidy as a condition to 
inaugurating the service. Thus, if the pending applications are approved, out of 
the 22 major liner operators, all but 2 will be subsidized. One of the two has 
extensive coastal and intercoastal operations and the other is a subsidiary of a 
large steel company. 

Since the subsidy contract imposes, in addition to vessel replacement, rather 
severe limitations and commitments on the operator which would not be accepted 
if they were avoidable, it is evident that the payment of subsidy is necessary to 
the survival of American-flag operations. 

Financial data 

Experience of the subsidized lines in calendar year 1954 provides further proof 
of the need for subsidy. Of the 16 operators, only 1 made a profit before subsidy. 
The total for all operators before subsidy was a loss in excess of $64 million. 
After subsidy and Federal taxes, two of the operators were still in a loss position. 
Since the recapture provisions of the contracts limit profits after subsidy and 
taxes to 10 percent of capital necessarily employed, no operator received in excess 
of 10 percent as free earnings. The overall total for all operators was approxi- 
mately an 8.6-percent return on investment. 

It should be noted that subsidy is paid only on vessel expenses where there is a 
disparity between American-flag and foreign-flag costs. These costs by no means 
refiect all of the vessel operating costs and are exclusive of other voyage expense. 

The operators holding operating-differential subsidy contracts for calendar 
year 1954 reported total expenses for vessel operations of $481.5 million; per- 
centages of this amount were broken down as follows: 

Percent 
Subsidized expense___-_ 38. 4 


DINO I ial cris ; 
Nonsubsidied expense 


Vessel expense 

Voyage expense: stevedoring 

Voyage expense: port, toll, brokerage, ete 
Overhead expense 


Total 


The subsidy accrual on subsidized items for calendar yvear 1954 based on 
domestic cost of $184.9 million amounts to $105.9 million and while this is 57 
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percent of the subsidizable cost it is only 22 percent of the total vessel operating 
expense. 

The item of wages (seagoing) reflects 25.7 percent of the total expenses for 
vessel operations and is by far the largest item of subsidizable expense repre- 
senting 85 percent of the subsidy accrual. 

Recapture 

The amount of subsidy recapturable for calendar year 1954 for all 16 operators 
totaled slightly more than one-quarter million dollars. This is one of the lowest 
amounts of recapture for a post-World War II calendar year and explains the 
reason for practically all United States-flag operators in liner service, who are 
eligible under the 1936 act, making application for operating-differential sub- 
sidy. There are indications that a general improvement in 1955 will act to in- 
crease the amount of recapture in 1955 and subsequent years. 

Great Lakes seaway 

Consideration should also be given to the potential increase in United States 
shipping requirements upon completion of the St. Lawrence seaway connecting 
the Great Lakes and overseas ports. 

The Maritime Administration is undertaking studies to determine the essen- 
tiality of trade routes extending into the Great Lakes with world trading 
centers. In this context it is important to note that there are presently more 
than 75 oceangoing merchant ships of 1,000 gross tons and over under foreign 
flags operating between Great Lakes ports and overseas areas, There is not one 
American-flag ship in this trade. 

The economic benefits to be derived from the development of Great Lakes 
ports into seaports to serve the great industrial and agricultural heartland of 
America with low-cost ocean transportation are apparent. The fact that foreign- 
flag ships in large numbers are already operating in Great Lakes world trade 
routes is evidence of the importance which foreign operators attach to the 
foreign traffic now being carried as well as the potential for future foreign trade. 

Several American operators have shown interest in the Great Lakes overseas 
trade upon completion of the seaway. Should these routes be declared essential 
it may well mean that additional United States-flag ships of possibly new design 
and construction would be required. It should also be pointed out that the 
opening of the Great Lakes to world trade may well influence the establishment 
of new and expanded shipbuilding and ship-repair potentials in this area, in- 
creasing its economic structure as well as aiding national-defense requirements. 


Number of ships 


At the present time the 16 subsidized operators have 295 ships in operation, 
of which 292 are owned and 3 under charter from the Maritime Administration. 

Present application for use of additional ships in new or present services 
of those operators now holding operating-differential subsidy contracts will 
increase the fleet to 298 ships. 

In addition, the 4 operators having applications pending are now operating 
32 ships and contemplate the adjustment of these ship requirements to a total 
of 49 ships. 

Considering only these 2 categories of operators, 347 subsidized and privately 
owned ships will be required to handle our foreign commerce. 

It is also necessary from a program standpoint to give consideration to the 
number of ships required to handle the volume of ocean shipping to be generated 
through the Great Lakes ports. While this is a future operating requirement, 
it is close enough at hand to merit complete study. 


Number of voyages 


It is estimated that for calendar year 1956 a total of 1,793 voyages will be re- 
quired for presently subsidized operators and pending applicants. (See follow- 
ing schedule of voyage requirements.) The accomplishment of the estimated 
voyages will be under contracts involving a minimum of 1,683 and a maximum 
of 2,075 voyages. 

Payment rate 

In view of the fact that subsidy rate calculations are on a practically current 

basis, it has been possible to bring subsidy payments to a fairly current basis. 


It is anticipated that it will be possible to make 100 percent of subsidy payable 
by June 30, 1957, for all calendar years 1947 through 1953. 
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The audit of subsidizable items of expense making it possible to make 90 per- 
cent of subsidy payable payments is on a reasonably current basis. 

The audit of annual accountings making it possible to make a 100-percent pay- 
ment of subsidy payable for 1953 and prior years is anticipated to be completed 
prior to the end of fiscal year 1957, this being predicated on the assumption 
that all rates for calendar year 1953 will be incorporated in the subsidy agree- 
ments prior to December 31, 1956. 


JUSTIFICATION 


It has been a primary continuing endeavor of the Maritime Administration and 
the Department of Commerce to bring to as current a position as possible, at 
the earliest possible time, payments for operating-differential subsidies. Appro- 
priation requests, for operating-differential subsidies represent cash to liquidate 
contract authorizations. The appropriation as such, therefore, is not directly 
representative of an annual level of contract authorization. It has not been pos- 
sible for any of these years to establish the exact amount of the Government’s obli- 
gations. This was due to the fact that a backlog of rate determinations covering 
all of the postwar years has existed for the past several years, and until all rates 
for all subsidizable items for each of these years was calculated there could be no 
final determination of the ultimate amount due. 

In each successive budget presentation calculations have been made using the 
latest rates available at the time and projecting for future years on the basis 
of these rates. This has meant, of course, that as additional rates have been 
‘alculated, and where these rates exceeded the rate for the previous year, that 
a revised estimate would be necessary. 

The budget estimate developed for fiscal year 1957, for the first time, is 
representative of the real progress that has been made in liquidating this rate 
backlog, and the revised estimates of subsidy accrual for the various years 
involved reflect all rates which have been developed by the staff or established 
during this past fiscal year. For example, for the first time it has been possible 
to use calendar year 1954 rates for a number of the operators for calendar 
year 1954, whereas in the previous budget submissions the last rate available 
was a 1952 rate and in some cases 1951. Therefore, the use of rates not previ- 
ously available for a budget calculation accounts for increases reflected in 
the subsidy accrual for a number of the more recent years. 

As a secondary factor a 50 percent rate for protection and indemnity insur- 
ance has been used in the calculation of this budget estimate on the basis 
of work accomplished in this area this past fiscal year, whereas a 30-percent 
rate was used when last year’s estimate was developed in the absence of any 
firm basis at the time. The 50-percent rate now used gives effect to very recent 
progress made in staff work. 

In summary, the basic assumptions and data utilized in developing this 
budget estimate have been as follows: 

1. Completion of all final subsidy rates for calendar years 1947 through 
1953 permitting payment for these years. 

2. Establishment of rates for calendar years 1954 and 1955 prior to 
December 31, 1956, allowing 90 percent payments. 

3. A timelag of 3 months to process quarterly vouchers for payments. 

4. Making advance payments of 75 percent for calendar year 1956 and 
the first quarter of 1957. 

Subsidizable domestic costs for calendar year 1947 through 1954 were obtained 
through the field audit staff in the respective district offices and represent a 
review of costs previously submitted for use in the fiscal year 1956 budget 
(calendar years 1947 through 1953) and applicable adjustments thereto, plus the 
inclusion of calendar year 1954 domestic cost data. 

In developing the fund requirements for this program it was necessary to 
make certain assumptions based on the most current data, information, and 
experience. These assumptions and methods used in the preparation of this 
estimate are herein outlined. 

A. VOYAGES 


Appropriations for the past several years have placed a limitation on the num- 
ber of voyages which could be made in a fiscal year by subsidized operators. In 
view of this limitation, the schedule of voyage requirements which follows this 
justification indicates actual and estimated voyages on a fiscal-year basis for 
ready reference to the application of voyages against the limitation. 
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In this calculation the voyages for 1947 through 1954 are actual voyages that 
have been determined to be eligible for subsidy. Those for calendar year 1955 
are estimated on the basis of current operations, and those for 1956 and the first 
6 months of 1957 are based on this same trend. 


B. METHOD USED IN CALCULATING SUBSIDY ACCRUAL 


In computing subsidy accrual for the calendar years 1955-56 and the first 
6 months of 1957, the following determinations were made: 

1. Voyage days.—The average number of days per voyage in 1954 for each 
operator by type of service and trade route was applied to the estimated number 
of voyages projected for 1955-56 and the first 6 months of 1957, to determine the 
estimated number of voyage days for those periods. 

2. Subsidizable domestic cost.—Domestic costs, together with voyages and voy- 
age days, for calendar years 1947 through 1954 were obtained through the field 
audit staff of the respective district offices and represents audited costs or costs 
from the operators’ records prior to audit, with test checks being made as time 
and circumstances would permit. The average domestic cost per voyage day in 
1954 for each operator by type of service and trade route was applied to the esti- 
mated number of voyage days projected for 1955—56 and the first 6 months of 1957 
to determine the estimated domestic costs for those periods. 

3. Subsidy rates.—The following items of vessel operating costs are subject to 
subsidy payments: 

(a) Wages (officers and crew). 

(b) Subsistence (officers and crew only—not passengers). 

(c) Maintenance (upkeep) and repairs not compensated for by insurance. 

(ad) Stores, supplies, and expendable equipment. 

(e) Insurance: 

(1) Hull and machinery. 
(2) Protection and indemnity. 
(3) Deductibles under protection and indemnity. 

The operating-differential rates used in computing this budget estimate were: 

(a@) Rates for each subsidizable item and applicable calendar year as 
approved by the Federal Maritime Board. 

(0) If rates for particular years or items had not yet been approved by 
the Board, rates for subsidizable items ready for submission to or recom- 
mended to the Board and pending approval by the Federal Maritime Board 
as of May 15, 1955, were used. 

(c) The rates applicable to the latest calendar year as determined under 
(a) or (0) above were used for subsequent years. 

(ad) In general the following rates were used in the computation of the 
budget estimate: 

Calendar year 1954—wage rates, 8 operators ; 

Calendar year 1953—wage rates for the other 8 operators ; 

Calendar year 1952—subsistence rates for all operators ; 

Calendar vear 1953—maintenance and repair rates; 

Calendar year 1953—stores, supplies, and expendable equipment 
rates ; 

Calendar year 19538—hull and machinery insurance rates. 

Protection and indemnity insurance subsidy accrual was computed on the basis 
of an estimated rate furnished by the D'vision of Operating Costs. 

Application of these rates, to the estimated cost determined the estimated sub- 
sidy accrual for calendar year 1955-56 and the first 6 months of 1957. 


C. METHOD USED IN CALCULATING SUBSIDY PAYABLE 


The amount shown as the estimated subsidy payable (Summary of Subsidy 
Accrual, Expenditures, and Cash Requirements, January 1, 1947, to June 30, 
1957), represents estimated subsidy accrual from January 1, 1947, to June 30, 
1957, less estimated recapture accrual on a cumulative basis for the same period. 

In computing recapture the following factors were considered for calendar 
years 1947 through 1954: 

1. Profits and/or loss after operating subsidy and Federal income tax. 

2. Federal income taxes (adjusted to reflect voluntary deposits, etc.). 

3. Capital necessarily employed (adjusted to include allowances under 
eurrent and prior subsidy billings). 
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The amount of recapture for calendar year 1954 and prior years was deter- 
mined on a cumulative basis in order to give effect to ‘“dipback” where profits 
declined. 

For the subsequent periods, calendar years 1955, 1956, and the first 6 months 
of 1957, each operator -was requested to furnish the estimated profit or loss, before 
operating-differential subsidy and Federal income tax for calendar year 1955. 
This data was used in the calculation of subsidy payable for calendar year 1955 
and the projection of subsidy payable for calendar year 1956 and the first 6 months 
of 1957. In order to check the operators’ estimates, an independent estimate for 
ealendar year 1955 was prepared by the Maritime staff based on factors at our 
disposal. A very close correlation was found in the two estimates. 


D. METHOD APPLIED IN CALCULATING EXPENDITURE REQUIREMENTS 


The following factors were considered relative to cash requirements for ex- 
penditure purposes: 

1. That all final rates for all calendar years through calendar year 1953 
for all subsidized operators will be approved for incorporation in the appli- 
cable contracts prior to December 31, 1955. 

2. That all 1954 final rates for all subsidized operators will be approved 
for incorporation in the applicable contracts not later than September 30, 
1956. 

3. That annual subsidy audits will be made to permit payments of 100 
percent of subsidy due all operators for the calendar years 1947 through 
1953 by the end of the fiscal year 1957. 

4, That audits of expense items eligible for subsidy will be made to permit 
payments up to 90 percent of subsidy payments due all operators for the 
calendar years 1954 and 1955 prior to the end of the fiscal year 1957. (This 
assumption is predicated on the basis that all 1955 final rates for all 
operators will be approved and incorporated in the subsidy agreements by 
not later than December 31, 1956). 

Based on these factors, cash requirements for both fiscal years 1956 and 1957 
were computed, as follows: 

1. One hundred percent payments would be made from 1947 through 1951 
by the end of fiscal 1956. 

2. One hundred percent payments for calendar years 1952 and 1953 would be 
made by the end of fiscal year 1957. 

3. Estimated payment of 90 percent of subsidy payable would be made 
for calendar vears 1954 and 1955 by the end of fiscal year 1957. 

4, Estimated payment of 75 percent of subsidy payable would be made in 
fiscal 1956 for calendar year 1955. Seventy-five percent of subsidy payable 
for calendar year 1956 was distributed one-fourth in fiscal year 1956 and 
three-fourths in fiscal year 1957. This distribution was made to include the 
first quarter of calendar year 1956 estimated payments in fiscal year 1956 

sash requirements to reduce the 6 months lag to 3 months, pursuant to the 
present rate of billing. 

5. Seventy-five percent of subsidy payable for the first 3 months of calendar 
year 1957 were included in the 1957 fiscal year cash requirements. 

6. As reflected on the summary schedule of subsidy accrual, expenditures, 
and estimated cash requirements, the amounts estimated for pending appli- 
cations have been deleted from the subsidy accrual amount used as the basis 
for operating cash requirements. Cash requirements for pending applica- 
tions are not included in the appropration request. 


EXPLANATION OF REQUESTED INCREASE IN LIMITATION 


It is requested that the maximum contractual limitation on the number of 
subsidizable voyages in the operating-differential subsidy contracts be increased 
from 1,950 to 2,075 voyages. It is further recommended that the limitation be 
inclusive of both presently subsidized operators and those operators who have 
applied or who may apply for an operating-differential subsidy contract. 

The attached table reilects total voyages required based on present contracts 
and pending applications. The authorization of 2,075 maximum voyages would 
provide the Federal Maritime Board with no leeway for the review or approval 
of additional voyage requirements for presently subsidized operators but would 
make it possible for the Federal Maritime Board to take action on the four 
pending applications from new operators. 
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While the inclusion of the number of voyages reflected in pending applications 
does not necessarily mean the application will be approved, it is important that 
the limitation be high enough to permit execution of the contract in the event 
of approval. 

The Merchant Marine Act, 1936, as amended, requires that the Federal Mari- 
time Board consider the application of any citizen for aid in operation of vessels 
in the foreign commerce. Exhaustive studies and detailed analyses of the service 
proposed for subsidy, the trade routes involved and company operations are re- 
quired for the Board to make the necessary findings in either approving or dis- 
approving the application. Unless the limitation is adequate to cover these pend- 
ing applications, all of this staff work would be to no purpose. 

Maximum contractual limitation (Public Law 121) for calendar year 1956 is 
1,950 voyages of which 112 are for operators not holding an operating-differential 
subsidy contract as of July 1, 1955. Present operators have a total maximum of 
1,793 voyages authorized; therefore, only 157 voyages are available for alloca- 
tion, although pending applications from new operators request a total of 282 
maximum voyages. Since all of these subsidized operations are estimated to 
start July 1, 1956, it will be necessary to request a change in the 1957 appropria- 
tion language, increasing the contractual authority of the Federal Maritime Board 
to provide the required number of voyages for the last half of calendar year 1956 
and for calendar year 1957. 

The study of requirements for the designated essential trade routes is a con- 
tinuing process. Adjustments to existing maximums are sometimes made to 
meet changing voyage requirements. Proper administration of the contracts 
requires that there be an adequi ite spread between contractual minimums and 
maximums to permit variations in the actual voyages to meet changing conditions, 

For these reasons, the number of voyages proposed as the limitation is con- 
sidered the minimum necessary to permit the Federal Maritime Board to dis- 
charge its statutory responsibility under the 1936 act. 

The following table reflects the distribution of the required voyages. 


INCREASED NUMBER OF VOYAGES 


Mr. Preston. The first question I have is, Why do you propose 


to increase the number of voyages for which subsidies will be paid 
from 1,950 to 2,075? 

Mr. Morse. The contract minimum for the existing 16 operators, 
as of September 1, 1955, was 1,482, and the contract maximum is 1,793. 

We have pending before the Board four applications, Bernstein, 
Isbrandtsen, States Marine, and States Steamship. 

If all 4 of those applications are granted the maximum under the 
contract for those 4 operators is 282, so that adding the 282 to the 1,793, 
the existing maximum, makes 2,075. 

Mr. Preston. If you continue to grant voyages to everybody who 
applies for them, this number will continue to increase, will it not, 
the number that you request? 

Mr. Morse. If I accept your assumption, yes, sir. 

Mr. Preston. You do not have any other applications other than 
the four you just named, found on page 784 of the justifications? 

Mr. Morse. Not at the present time. 

Mr. Preston. So what you are doing, in effect, is requesting the 
number of voyages to satisfy the demands of every applicant that 
appears before your Board ? 

Mr. Morse. 1 would rephrase it, sir. 

We have statutory authority under the 1936 act, which has been 
restricted by the language in the appropriation bills in the past, and 
we are requesting that “that language restriction be niet to the 
point to enable us to act on these requests. 
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AMOUNT OF SUBSIDY INCREASE BASED ON INCREASED NUMBER OF VOYAGES 


Mr. Preston. How much would the annual subsidy be increased by 
raising the number of voyages to 2,075 ? 


Mr. Morse. Not a cent, unless the subsidy applications are approved 
by the Board. 

Mr. Preston. That is obvious. 

Mr. Morse. Assuming they are approved, assuming that all 4 are 
approved by the Board, it is estimated that the annual subsidy 
accrual, operating subsidy, would be increased $25,200,000. 

Mr. Preston. According to the committee print it is estimated at 
$26 million. That was in the budget. You are giving me the best 
estimate now, $25 million. How many of these four applications 
now pending before the Board previously operated under a foreign 


flag ? 


PENDING APPLICATIONS 


Mr. Morse. Bernstein does. Isbrandtsen did have some foreign- 
flag ships. State Marine Corp. did have some foreign-flag vessels. As 
I recall, State Steamship does not. 

Mr. Preston. Of course, if they get a subsidy contract they cannot 
operate at all on a foreign flag. 

Mr. Morse. They would have to sever all of their foreign flag 
affiliations. 

Mr. Preston. Were these applications pending last year when you 
appeared before the committee ? 

Mr. Morse. States Marine were, and State Steamship were pending 
at that time. 

Mr. Preston. No action has been taken on these applications as 
yet? 

Mr. Morse. The hearing before our examiner has already been con- 
cluded on States Steamship. No hearing as yet has been held on 
States Marine; it will be held sometime next fall. 

The hearing has already been held on the Bernstein application, 
and the Isbrandtsen application will not be heard by the examiner 
until sometime this fall. 

Mr. Preston. Let us assume that the committee keeps the figure 
of 1,950 voyages and you approve all 4 applications, would the re- 
sult be that the operators already having the subsidy contracts, the 
16, simply would have fewer voyages? 

Mr. Morse. They have contractual rights, and I assume the Gov- 
ernment would be liable for breech of contract, if we cut down on 
their contractual rights. 

Mr. Preston. What would be the result, if the committee kept the 
language at 1,950 voyages and you also approved these applications 
of the 4? 


Mr. Morse. It would mean that we could not approve the contracts 
for the new applicants. 


PROPOSED ELIMINATION OF RESTRICTION OF VOYAGES TO NEW OPERATORS 
Mr. Preston. Why do you propose to eliminate the language, found 
in the commttee print, at the top of page 75. 


Of which, not less than 112 shall be for operators who have not held con- 
tracts prior to July 1, 1955. 
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Mr. Morse. Mr. Fisher. 

Mr. Fisuer. Our requirement, Mr. Chairman, is spelled out in the 
budget document, as indicating we need 282 additional voyages to be 
incorporated in the contract, but has not been finally determined that 
that number of anaes will be incorporated in the contract during 
the coming yea The existing contract, as Mr. Morse indicated, 
may remain as 1 here, 1, 793. but there may be applications for an 
increased number of voyages for some of those operators. 

The imposition of this limitation restricting a given number to new 
operators does involve some considerable handicap in administering 
the contracts, existing contracts, and administering the provisions of 
the act. 

Mr. Morse. Specifically, Mr. Preston, take any trade, the volume 
of which may be increasing and it may require that we insist that the 
operators increase the sales. If we have a restriction in the appropria- 
tion language, we do not have the flexibility that we need in having 
the t ade adequately served. 

Mr. Preston. Let me see if I understand you: The language is that 
you are bound to give not less than 112 voyages to operators who have 
not previously held contracts. There is nothing to prevent you from 
giving more than that. 

Mr. Morse. You are talking about new operators. The existing 
operators puts us in this 

Mr. Preston. That is what I have in mind. In other words, you 
are concerned about existing contractors rather.than new contactors? 

Mr. Morse. Well, I am concerned about both of them. 

Mr. Preston. I mean in this discussion. 

Mr. Morse. Yes. 

Mr. Preston. At this moment. 

Mr. Morse. Yes. 

Mr. Preston. The committee notes with interest the figures on 
page 787. We have gone over this matter rather thoroughly recently, 
in the supplemental bill, and also to some extent on yesterday. These 
figures are a summary of subsidy accruals, expenditures, and esti- 
mated cash requirements for the period January 1, 1947, though 
June 30, 1957. 

OPPOSITION TO PENDING APPLICATIONS 


Mr. Thomas, do you have any questions on this matter ? 

Mr. Tuomas. Do you have any contract pending between the old 
subsidized lines and these new people that are trying to get a subsidy ; 
how many companies do you have, four ? 

Mr. Morse. Four new applications, and in each instance, not only 
the existing subsidized operator, but the nonsubsidized operators have 
intervened in opposition to the applications. 

Mr. 'THomas. W ho is furnishing most of the opposition, the sub- 
sidized operators ? 

Mr. Morse. I think so, 

Mr. Tuomas. Is any contest pending—lI understood you to say that 
two had wound up; do they go to hearing ? 

Mr. Morse. Before our examiner, public hearing before the exam- 
iner, yes. In Bernstein, the only opposition there was by the United 
States Lines. Andon the other one 

Mr. THomas (interposing). You have two applications unacted 
upon ? 
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Mr. Morse. Yes. 

Mr. Tuomas. How long have they been pending ? 

Mr. Morse. A year to a year and a half, I would say; a year and 
a half at the maximum. 

Mr. Tuomas. Has the hearing been scheduled for them ? 

Mr. Morsr. The hearing, no, not finally, but we know that each of 
those will be heard some time later this fall. The delay is in part 
the applicant’s delay, primarily the applicant’s delay in pushing the 
matter. It is also in part the desire of the applicant to get statistical 
information which is produced in our statistical office, and it is a 
matter of manpower problem in getting out the statistics. 

Mr. Tuomas. In passing upon these two applications the statute 
vests the authority in the Board, and as a matter of law you have to 
go through a hearing and the final authority rests in the Board; is 
that correct ? 

Mr. Morse. Yes. 

Mr. THomas. And not the Secretary of Commerce? 

Mr. Morse. That is correct. 


QUESTIONS INVOLVED IN ADJUDICATION OF NEW APPLICATIONS 


Mr. Tuomas. The main problem is to establish, as I see it, the equity 
and the justice and the fairness of this new comer who wants to come 
in and get some of this Government money. And on the other hand 
you have the man who is already getting it, saying it should be denied 
him, and “Let me continue to grow with whatever trade,” or whatever 
case he makes out, with the increase in population, the increase in 
trade; and the man on the existing route says, “Well, I should be 
permitted to keep my monopoly to the exclusion of anybody else.” 
I guess in truth that is about the whole situation ? 

Mr. Morse. That is in substance their position, yes. 

Mr. Tuomas. All of which reminds me of one of the committees 
on the other side which recently made a report on a situation on all 
fours like this, the certificated motor carriers, in which the Senate 
Commerce Committee wrote a very strong report to the Interstate 
Commerce Commission, particularly to the Bus and Truck Division, 
and said they had better do some equity and recognize the rights of 
these newcomers. Do you remember what I am talking about; did 
you read the report ? 

Mr. Morse. I have not read the report, but I will be happy to present 
to you our presentation before the Merchant Marine and Fisheries 
Committee in which they were questioning our action in granting 
what we call dual tracking, and multiple tracking. 

Mr. Tuomas. Yes. That is just another way of saying I want to 
keep my present monopoly. 

Mr. Morse. Yes. And the presentation of the Board was very 
definitely in favor with the fact that we do have jurisdiction and 
authority to handle that under such circumstances. 

Mr. Tuomas. No further questions, Mr. Chairman. 

Mr. Preston. Any questions, Mr. Bow? 

Mr. Bow. No questions. 

Mr. Cievencer. No questions. 
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SALARIES AND EXPENSES 


Program and financing 


| 
1955 actual | 1956 estimate | 1957 estimate 


Program by activities: | | 
5.. Deere GUORE... ... .....+.ssncnuusbudaiwe vale $6, 041, 083 $6, 364, 000 $6, 600, 000 
2. Maintenance of shipyard facilities | 518, 264 543, 900 831, 400 
3. Operation of warehouses. - - - 566, 009 636, 900 743, 100 
4. Maintenance of reserve training stations. 109, 527 72, 200 75, 500 
Dy FRSSORVS TSGt OXUORIOE «2. c nc cncccwsesseseess cael 6, 699, 958 | 7, 260, 000 | 7, 250, 000 


Total obligations 13, 934, 841 14, 877, 000 | 15, 500, 000 
Financing: 
Comparative transfers from other accounts —122, 251 
Unobligated balance no longer available - - 130, 410 


Appropriation (adjusted) - - | 13, 943, 000 14, 350, 000 | 
Proposed supplemental due to pay increases al 527, 000 


Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


MARITIME ACTIVITIES 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: | 
Average salary $5, 55 059 $6, 114 
Average grade__. oh ‘ ewe 3-7. i8-7.9 GS-7.9 
Ungraded positions: Average salary $3, 75 $3, 902 $3, 847 
Personal services: 
Permanent positions_- \ 219 2, 100 12, 806, 700 
Positions other than permanent 4, , 400 6, 400 
Regular pay above 52-week base | 41, RN Tek inkceics on 
Payment above basic rates . 98, 600 96, 200 
Other payments for personal services. _- a 
Total personal services ' 2¢ 2, 400 12, 909, 300 
Travel , ; oe 88, 095 88, 000 111, 000 
Transportation of things -- 59, 3¢ 13, 400 78, 500 
Communication services ‘ 53, 93! 55, 500 155, 500 
Rents and utility services_- 73 277, 200 326, 200 
Printing and reproduction -- 53, 5 54, 400 56, 400 
Other contractual services : 259, 300 hy 
Services performed by other agencies 26, 000 ‘ 
Supplies and materials ‘ : 825 , 400 , 005, 500 
Equipment <— 23, 5: 97, 200 5, 500 
Lands and structures 
Refunds, awards, and indemnities. - : ; 
Taxes and assessments 37, 42: 32, 700 32, 700 


Total, Maritime Activities___- ae 3, 595, 62 ; 500 15, 370, 000 
ALLOCATION TO DEPARTMENT OF DEFENSE 
Rents and utility services_. f 
Other contractual services 333, 500 130, 000 
Lands and structures. - 339, 000 


Total, Department of Defense- -- 339, 2 583, 500 130, 000 


Total obligations___- “ i awe 13, 934, § 14, 877, 000 15, 500, 000 
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Budget authorizations, expenditures and balances 





| 
| 
| 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE | | 


| 
| 
Appropriation | $13,900,000 | $14,350,000 | $15, 500, 000 
Transferred (69 Stat. 240) from— 
“Ship mortgage-foreclosure or forfeiture contingencies, 
maritime activities”’ 
“Maritime training, maritime activities’ 
“State marine schools, maritime activities’ 


Adjusted appropriation. ___ 14, 350, 000 
Proposed supplemental due to pay increases §27, 000 |..-. 
Obligated balance brought forward - -.-..........-.--.--.-----| 1, 382, 333 | Z. 136, 922 | ‘L 213, 922 





Total budget authorizations available : 15, 325, 333 | 16, 013, 922 | 16, 713, 922 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations_-___- i 12, 698, 313 13, 180, 000 14, 236, 000 
Out of anticipated supplemental appropris ition 507, 000 | 20, 000 
Out of prior authorizations_.....................- i 1, 249, 787 | 1, 113, 000 1, 144, 000 


Total expenditures ; . “13, 948, 100 | 14, 800, 000 “15, 400, 000 
Balance no longer available: 
Unobligated (expiring for obligation) -.................---- 130, 410 
OE ricvitiunaticas Selceieetendinn want kauienend 109, 901 | | 
Obligated balance ~arried forward... cle Pa ote fat Be 1, 136, 922 | 1, 213, 922 1, 313, 922 


Total expenditures and balances. --- 15, 325, | 333 16, 013, 922 16, 713, 922 





SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item is “Salaries and expenses,” found at 
page 77 of the committee print, and page 788 of the justifications, and 
we will insert in the record at this point pages 788 through 791 of 
the justifications. 

(The pages referred to follow :) 


Summary of requirements 


Appropriation, 1956__. . $14, 350, 000 
Proposed supplemental due to pay increases _ __----- ; 527, 000 


Total anticipated appropriations a Seema re pice _ $14, 877, 000 

Deduct: 

Regular pay above 52-week base J 

Completion of Mariner ship construction progr: am 

Payment above basic rates_- : ih cen alice 

Ship bottom preservation Lgee ; mao 682, 500 

Construction shore facility, Olympia fleet... ..___- : 250 000 

Repairs to floating craft___- . : ey : ins 79, 400 

Repair projects, reserve fleet ___- z ; pana 19, 200 


Total cee : = wees, es 200 
Base for 1957___- : sti F la ; aah cet 79, 800 
Net difference, 1957 over 1956: 


RY | Difference, 


increase 
le- 

1957 esti- |} GH or < 
mate | crease (—) 


By activity er 
1956 ad- 
ans 


| 
| 
— 
$6, 321, 500 | $6, 5, 600,000 | +$278, 500 
1 


Administrative expenses 


| 
| 
| 
| 
j 
j 


Maintenance of shipyard facilities 542, 100 831, 400 +289, 300 
Operation of warehouses 634, 900 743, 100 +108, 200 
Maintenance of reserve training stations A, 72, 000 75, 500 +3, 500 
Reserve fleet expenses 5, 209, , 300 7, 250, 000 +1, 040, 700 


15, 500, 000 +1, 720, 200 





Gross requirements | 3, 79, 800 


| 


+1, 720, 200 


Total estimate of appropriation, 1957 preci aees Sis aden bate esaNereesces : 15, 500, 000 
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Administrative expenses—J ustification 


Estimate, 1956 (adjusted) Estimate, 1957 


Maxi- | 4 verage Maxi- 


mum | , mum 
number | — — | number 
of posi- a " of nosi- 
tions | ee tions 


es 


Average 

number 

of posi- 
tions 


Regular salaries: 
Washington: 
Federal Maritime Board 
and related offices_- ‘ . 7 | $309, 900 41.6 | $315, 500 
Office of Administrator | | 
and staff offices cs 
Office of the General | | 
Counsel “A 58. 393, 900 
Office of Ship Construc- 
tion and Repair__- 


760, 700 116.7 785, 000 


59.4 403, 100 
3 |} 541,700 84 80. 5 596, 700 
Office of Property and 

Supply gue 118.2 | 589, 000 121 119.7 594, 400 
Office of Ship Operations 46.4 | 340,700 49 | 48.0 355, 600 
Office of Government Aid 7 64.2 468, 300 70 68.3 501, 100 
Office of Comptroller. -- Of 107.3 | 673,900 109 108. 0 678, 100 


01 Personal services: 
| 





Total, Washington. __- 35 620.2 |4, 078, 100 | if 642.2 | 4,229, 500 


Field: 
Office of Administrator 
and staff offices. _- 8 37. 232, 700 | 38 7.6 | 232,700 
Office of General Counsel_| ) 5.9 35, 100 | s | 5.9 | 35, 100 
Otlice of Ship Construc- | 
tion and Repair. _- | 3. 1 313, 000 | 52. 338, 400 
Office of Property and | 
Supply as 73.3 | 396, 200 74 | 3.3 | 396, 200 
Office of Ship Operations _| 15, 2 94, 400 | 22 | 7 121, 400 
Office of Government Aid 5.5 | 42,000 | 11 9. ! 70, 800 
Office of Comptroller _ —- 119.3 | 680, 600 122 | 8 | 500 








Total, field . 304.9 (1,794,000 | 327 | 319.4 | 1,884, 100 


Total, regular salaries | j 925.1 |5,872, 100 | 981 | 961. 6 | 
Part-time and temporary em- | | 
ployment salar 1.0 | aa 1.0 | 


6, 113, 600 
6, 400 


Total personal services._.- . ar aes 5, 878, 500 je mmeegehineasy | 6, 120, 000 
Other objects cea OO GN Vite denna ‘ 480, 000 


Total all objects icudbtebhebnboemeenedad iy Pals CE lho aan cmes lemon 6, 600, 000 


ADDITIONAL POSITIONS UNDER ADMINISTRATIVE EXPENSES 


Mr. Preston. This is a request in the amount of $15,500,000, and 
represents an increase of $1,720,200 over the 1956 base. 

What are the 35 additional positions proposed for administrative 
expense, Mr. Morse / 

Mr. Morse. Four in the Office of Statistics and Special Studies. 

Two in the Office of Ship Operations, in Washington; six increase 
in the field. 

Three in the Office of Government Aid, in Washington, and five 
positions in the field. 

Ten in the Office of Ship Construction to establish research and 
development staff, particularly for the nuclear power propulsion. 

Five marine surveyors to survey and review the maintenance and 
repair items for operations under the subsidy, mortgage, and charter 
programs. 

That I think aggregates the 35. 

Mr. Preston. Are these increases related in any way to the construc- 
tion-subsidy program ¢ 

Mr. Fisuer. No, sir. 
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Mr. Preston. Are they related in any way to any program in the 
Maritime Administration that is being increased under the 1957 
budget ? 

Mr. Fisuer. My answer to the last question was with respect to 
administrative funds we had requested for appropriation under ship 
construction. 

The requirements for these additional positions result primarily 
from the increased activities in operating subsidies, the additional 
operators that are anticipated, together with the requirement that 
we go further into the operations ‘analy sis of these operators to de- 
termine if they are operating in the most economical manner possible. 

It also has some relationship to increases for construction subsidy, 
in that we have to do a greater amount of analysis on the proposed 
ships and the greater number of ships affected. 


TRAVEL 


Mr. Preston. What is the reason for the proposed increase of 
$23,000 for travel ? 

Mr. Fisuer. A part of that, Mr. Preston, is because of the increase 
authorized per diem. And in addition to that we will have a slight in- 
crease because of the new proposed personnel we are requesting. 


COMPARISON OF PRESENT EMPLOYMENT AND AUTHORIZED STRENGTH 


Mr. Preston. In that connection, what is your present employment 
for “Salaries and expenses” appropriation compared with your au- 
thorized strength ¢ 

Mr. Fisuer. Our present employment is 919; and the authorized 
strength is 

Mr. Preston. It would be more than 919. 

Mr. Fisuer. Under “Administrative expenses” ¢ 

Mr. Preston. Salaries and expenses. 

Mr. Fisuer. The figure I gave was for administrative. The total 
for salaries and expenses, 2,298. 

Mr. Morse. As of November 30, 1955. 

Mr. Preston. Has there been a change in that figure since that time ? 

Mr. Fisuer. It was 2,311 as of February 29. 

Mr. Preston. What is the authorized strength ? 

Mr. Fisuer. That is about the maximum strength that we can 
finance within the money available. 

Mr. Preston. No; I mean the authorized strength, 2,439. 

Mr. Fisuer. The authorized strength is 2,439; ‘but we are required 
to run somewhat below that, because we cannot finance it with the 
funds available. 

Mr. Preston. Your average number for 1956 is 2,378? 

Mr. Fisuer. That was our estimated figure; yes. 

Mr. Presron. Could you put these 35 people on under your present 
budget ? 

Mr. Fisuer. Under our present appropriation we cannot finance the 
35 additional positions; no. 
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ABSORPTION OF PAY INCREASE 


Mr. Preston. Did you absorb any of the pay increases? 

Mr. FisHer. Not in this appropriation. 

Mr. Preston. What did you absorb? 

Mr. Fisuer. We are absorbing some of the requirements from other 
funds that were transferred from other appropriations; we did not 
request any there. Under “Ship construction” we had authority to 
transfer funds to this activity. We did not request any additional 
funds in that area. 


MAINTENANCE OF RESERVE SHIPYARDS 


Mr. Preston. Describe for the committee the proposed increase for 
maintenance of reserve shipyards set forth on page 800 of the 
justification. 

Mr. Morse. Mr. Steffes, in charge of that office, will supply that 
answer. 

Mr. Srerres. Mr. Chairman, the increases in the cost of mainte- 
nance of reserve shipyards are due essentially to maintenance projects 
which we have spelled out on page 803 in the justifications. They 
involve all four of our reserve shipyards to a degree, depending upon 
the condition of the facilities in the yard. The largest single item is 
the $125,000 for demolishing the 13 old shipways and craneways in 
the Vancouver yard. The shipways have deteriorated to the point 
where the wooden part of them constitutes a fire hazard to the entire 
yard, and they will be of no value in the event of mobilization. And 
by moving them we not only get rid of the fire hazard but we would 
be taking long steps toward repairing the yard for use in the event 
of war for mobilization purposes. 

The other items involved, a major item involved, is the Wilmington 
Shipyard fabricating shop, in which we must repaint the interior 
structure, where the fabricating work is done. That is a very 
large shop. 

Another is the reroofing of the shop at the Alemada reserve 
shipyard, $18,000. 

There is an increase of $6,200 for contractual service in connection 
with the removal of the Wilmington pier and docks, but this will be 
done with our own labor, and we have included an increase for 10 
man-years to take down those old rotten piers with our own personnel. 
There are some other little expenses where we cannot do the work 
without help and where we will have to hire some experts for lifting 
and handling some of the parts. 

Mr. Preston. Does any of this have any salvage value ? 

Mr. Sterres. None of the material from the piers that we are taking 
out will have salvage value other than some lumber which will be 
saved, and some which we can sell, but there are no part of it which we 
could put aside for future use; it is very, very rotten at the pres- 
ent time. 

Mr. Preston. We will insert at this point of the record page 800 
of the justifications. 





389 


(The material referred to follows :) 


Maintenance of reserve shipyards—Obligations and employment 


Estimate, 1956 | 
(adjusted) Estimate, 1957 Difference 


| - | | Em- 
Number of Number of | Number of | | ployees, 
positions positions positions Nov. 30, 

; Cost tenet Cost | 1955 
Maxi-} A ver- |Maxi-| A ver- | Maxi-| A ver- 
mum) age mum | age | |mum) age | 


Location 


—_—_ ———| ——— 


Wilmington Shipyard: | 
Personal services. ------ d 32. 0|$128, 860 52; 42.0)$161,300; -+18)+10.0|+-$32, 500 
Other objects-_........-. .| | 13, 400} -- j-.--.-| 68, 900) +55, 500] 


32.0} 142,200} 52 42.0| 230,200} +18'+10.0! +88, 000 


=e as =| 


Alameda Shipyard: | rm 
Personal services-----.-- 32.0} 139, 700 32} 32.0) 139, 700) petebodaes 
eee ae eee ae ae | 79,900} | +60, 300) 


2} 32.0) 159,300 32} 32.0) 219, 600) |....-.| +60, 300} 


Richmond Shipyard: | 
Personal services. - ------ 32.0} 139, 900 32) 32.0) 139, 900)-.----! iia 
Other objects.....-..-- A, Shae 18, 200|-.--..|------] 34, 200}... | +16, 000 


158,100] 32} 32.0 174, 100] +16, 000 


Vancouver Shipyard: | | | 
Personal services. ------- , 76, 300 17| 17.0] 76.300)-_-- Pe 
Other objects... -_-- . Fas 6. 200}. ..- sa } 131, 200 | +125, 000) - - 


82,500| 17} 17.0) 207, 500! +125. 000) 





Grand total, shipyards: | 
Personal services 484, 700 133) 123.0) 517,200) -+-18\+-10.0| +32, 500)...-- 
Other objects__...._}..-.--- 57, 400}. - Weis aon |+256, 800 


+18) +10. 0/+4-289, 300 
\ | 

















Total 542,100} 133] 123.0} 831, 400 





MAINTENANCE AND OPERATION OF WAREHOUSES 


Mr. Preston. Will you discuss the increase of $108,200 for mainte- 
nance and operation of warehouses, set forth on page 808 of the 
justifications ? 

Mr. Sterres. None of that increase, Mr. Chairman, is for personal 
services. There again the entire increase is to cover repairs to roofs, 
sidings, and so on, of the buildings in these warehouse installations. 
For instance, at Baltimore, we must reroof some of the large buildings 
either wholly or in part. We must reroof sections of the warehouse 
at Norfolk; and at Kearney we must do considerable work because 
warping is eating into the floor. 

We have also asked for five fork-lift trucks, and that is the reason 
for the increase in the equipment item. Our fork-lift trucks are very 
old and must be replaced in 1957. We must also have a new book- 
keeping machine to replace the one that is badly in need of repair. 
We use one bookkeeping machine at each of the warehouses to keep 
the entire warehousing record. 


UNUSED WAREHOUSE SPACE 


Mr. Tuomas. I have visited a number of warehouses and if my 
memory serves me correctly you have 50 to 60 percent more space 
than you need in all of them. Have you ever considered offering that 
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unused and unnecessary space to ODM or to General Services Admin- 
istration for stockpiling. Take your own, how many of them do you 
own ¢ 

Mr. Sterres. We own the one at Richmond 

Mr. Tuomas. You own 3 out of 4. 

Mr. Strerres. Richmond, Norfolk, and Baltimore. 

Mr. Tuomas. The one at New Orleans you do not own, and you 
are not using over half of the space. Did you ever consider offering 
that to one of the other services ? 

Mr. Srerres. We have two locations in New Orleans, as you are 
probably aware, Mr. Thomas. 

Mr. Tuomas. I do not know whether General Services Adminis- 
tration would want to use that space. They do not like to store such 
materials except close to a consuming area; and certainly that is space 
that ought not to go unused. It is just an economic waste. If you 
offer it to them and they do not use it that would be no fault of your 
but I certainly think you ought to ask them to look into, and see if 
they want to use it. 

Mr. Morse. We will do that. 

Mr. Tuomas. It will save the taxpayers a lot of warehousing money. 

Mr. Morse. We will check into that. 

Mr. Fisuer. The shipyard there is under the custody of the Navy 
as you are probably aware. 


RESERVE FLEET EXPENSES 


Mr. Preston. Will you discuss the increases at the reserve fleets, 
set forth on pages 817 and 818? 

Mr. Morse. Mr. Fisher will discuss that item. 

Mr. Fisner. The principal amount of that increase is to increase 
the preservation staffs at the several reserve fleets. As we indicated 
to this committee last year, we had a 2-year program for bringing up 
to date the backlog of preservation work that then existed in the fleet. 
That backlog developed because we had pulled a good many ships 
from the fleet in connection with the Korean war activities, and there 
was a considerable diversion of our staff, and we did not know how 
many ships would be going out or how many would be coming back 
for some period of time, and as a result, considerable backlog of work 
developed. 

The increase as granted by the Congress for 1956 permitted us to 
reduce approximately half of that backlog and we have made sub- 
stantial progress. The increase proposed here would virtually liqui- 
date that backlog by the end of 1957. 

Mr. Presvon. Are these to be temporary positions you are request- 
ing here, the 144? 

Mr. Fisuer. They would be temporary in the sense that as soon as 
the backlog is removed we would be able to reduce the preservation 
force. They would not be temporary in the sense of being just 3- 
month appointments. 

Mr. Preston. Your average employment for 1956 is 1,198, in this 
activity ? 

Mr. Fisner. Yes. 

Mr. Preston. You ask for an average of 1,342 for 1957. How 
long do you estimate it will be necessary to retain this number of 
employees? 
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Mr. Fisner. Approximately for the year 1957 

Mr. Morse. Calendar year? 

Mr. Fisuer. For the fiscal year 1957. 

Mr. Preston. In other words you predict that this maintenance 
work can be brought up current by this increased number of em- 
ployees, and can be eliminated by the end of the fiscal year 1957? 

Mr. Fisuer. Yes. 

Mr. Presron. The committee will be interested in checking on that 
next year to see how successful you have been. I think we are going 
to give you an appropriation by the beginning of the fiscal year so 
there will not be any doubt about what you have. 

Mr. Fisner. Other increases in this activity provide for some in- 
crease in preservation materials to go along with the preservation per- 
sonnel and for the replacement of some equipment in the fleet that 
is wartime construction and is virtually worn out at this point. 

Mr. Preston. I think we should insert in the record pages 820 and 
821, which give some information about the number of ships that 
are involved. 

(The statements referred to follow :) 


The following table indicates the number of ships and the elapsed time since 
last preservation treatment of the principal worksteps contained in the estimated 
backlog of June 30, 1956. 


Time since last treatment Total 
, —s aan ness anenarass np 3 Te 
Workstep ber 
2 3 4 5 6 7 8 9 10 ships 

years | years | years | years | years | years | years | years | years | ° , 





Flooding (4-M), scheduled cycle, 4 
years Sieg aiid 
Firesides (5-M), scheduled cycle, 4 
years. __.. , 
Hull and superstruc ture (6-D), sched- 
uled cycle, 2 years | 439 | os 196 | 180 
! | | 


The following highlights the regular and cathodic preservation programs for 
fiscal years 1956 and 1957: 


Estimate 1956| Estimate 1957 


Regular program -_- a sinislda acceler arog eee $6, 084, 300 $7, 059, 000 
Cathodic preserv ation (maintenance and renewal only) .- 125, 000 191, 000 


i 6, 209, 300 7, 250, 000 
Regular preservation: 
Number of ships in reserve fleets at end of fiseal year___.-..__----- — 2, 092 2, 083 
Man-years preservation employees provided in estimate | 773 917 
Total man-days’ preservation work due in fiscal year - 272, 950 220, 494 
Estimated man-days of preservation accomplishment for fiscal year | 159, 856 | 189, 520 
Man-days of preservation backlog at end of fiscal year | 113, 094 | 30, 974 


JUSTIFICATION 


The estimate provides for an increase of 144 preservation employees over fiscal 
year 1956, which is considered sufficient to liquidate practically the entire back- 
log of preservation work and to bring the program current by the end of fiscal 
year 1957. The accomplishment to this work during 1957 will permit a reduc- 
tion in the annual appropriation requests for subsequent years to furnish reason- 
able care and protection of the ships in the fleet. It is estimated that it will 
require approximately $3,000 per ship per year for recurring preservation, cathodic 
protection, and other expenses. 
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The estimate provides for the total staffing for all fleets by functions, as shown 
in the following table: 


Employment by functions (all fleets) 


Actual Estimate Estimate 
1956 1957 


Operation and maintenance of craft and power equipment. 
Office records and reports 


Terminal leave 





MarItTIME TRAINING 


Program and financing 





l | 
| 1955 actual | 1956 estimate | 1957 estimate 





Program by activities: | | 
1, Cadet-midshipmen training $1, 968,126 | $2,114, 200 $2, 129, 300 
2. Medical services. 27, 968 | 35, 000 
< 40, 062 35, 800 


Total obligations._______- ae 2, 036, 156 | 2, 185, 000 
Financing: 
Comparative transfers to other accounts | 
Unobligated balance no longer available eos 


Appropriation (adjusted) 2 169,000 | 2, 185, 000 


Obligations by objects 


Object classification | 1955 actual | 1956 estimate | 1957 estimate 


| 
| 


Total number of permanent positions.................-.-..--- 315 312 312 
Full-time equivalent of all other positions 1 

Average number of all employees 
Number of employees at end of year 


Average salary and grades: 
General schedule grades: 
eS E Rerreeeeg er ae stated 
ie era GS-5.1 





Personal services: | 
IS eel ee $1, 051, 281 | 
Positions other than permanent__-...........-.------- 4, 18% 
Regular pay above 52-week base 526 
Payment above basic rates.................-.....-.--- | 368, 997 

ae 

NE EE ENN icine ie cnnscnccccuccncunce -. 1, 424, 987 

TE 6 eit ate e ccecictateundctccwescussnct estecie 10, 004 

Transportation of things 1, 580 

Communication services 11, 700 

Rents and utility services 30, 425 

Printing and reproduction...........-.- a | 724 

Other contractual services - 69, 725 
Services performed by other agencies 38, 575 

Supplies and materials 425, 595 

Equipment 5, 082 

Lands and structures 17, 045 

Taxes and assessments 714 








Total obligations 2, 036, 156 | 


ea ErTTEnTEIEEDE EE SEnEEREEnESERIESSIENE ERE 











ws wae aEeEvT lS 


=— 


3:16. oooooooooo' se! oe 
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Budget authorizations, expenditures and balances 




















BUDGET AUTHORIZATIONS AVAILABLE 
MI nn ccasaedesciavisnginthantyawives tt elteea tiny $2, 200,000 | $2, 185, 000 | $2, 200, 000 
Transferred to ‘Salaries and expenses, maritime activities” 

I I reseenctctanh tases deadbeees sonaamad —31, 000 | ial 
i 8. ciidnnntibnaennoncanbouin 2, 169, 000 2, 185, 000 2, 200, 000 
Obligated balance brought forward... ....---.-.---.--------- 179, 566 198, 357 | 223, 357 
Increase in prior year obligations................--.-.-...----- Fa, EEE Vcw~scdvckndadebincda esbensee< 
Total budget authorizations available... ............--- 2, 365, 807 | 2, 383, 357 | 2, 4.3, 357 
EXPENDITURES AND BALANCES 7 | poe 
Expenditures— 
Out of current authorizations. .............-...-.-..--..-- 1, 966, 960 1, 967, 000 | 1, 980, 000 
ES a rr eee 189, 897 | 193, 000 | 220, 000 
Fs iia ands censcenaxs 54s suunnanswesseays® 2, 156, 857 2, 160, 000 2, 200, 000 
Unobligated balance no longer available (expiring for obliga- = 
ON 8 hrs bcd dadbbbnesedssbabostcmniadisipagadehabiess 10, 5 Riba enki dina aerated 
Obligated balance carried forward.........-....--------------- 198, 357 | 223, 357 223, 357 
Total expenditures and balances _-_--..-....-....-.-.-.--- 2, 365, 807 2, 383, 357 | 2, 423, 357 





SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item is for maritime training, set out on 
page 80 of the committee print and page 829 of the justi cations, and 
we will insert pages 829 and 830 in the record. 

(The statements referred to follow :) 


Summary of requirements 
I I ia oo dicts ck i aia Laccedins vate deen cdted tects ecndnesengiecet $2, 085, 000 
Supplemental appropriation, 1956 


eg oe a ingle tunedin net awe PERRO eEeTSetnacquscs ronadeaee tad ance 2, 185, 000 
——SSSSS——=—33 
Deduct: 

Regular pay oe a da vinciananesdivaen Kec eea see este 600 
ey On IS DI, Be ls Oe oh vnccctnn needs ccwedicccmccnscsccpececsance 10, 000 
HORPGOGITERE TURSOF TOMES, TIES FONG, IN. Fon <n cncnc cnn cncccdncccecc ccc ccew cca ccnccck 28, 400 
FE baediinsccccctcacnnssss scales mndsce i aeenweeNaNeEGeewaraNcqueweneciwde —39, 000 

I es as akan Shunde cen cna aeednat nas aukbgaccRhcwsdesgaeds 2, 146, 000 


Net differences, 1957 over 1956: 


Requirements Difference 
By activity increase 
1956 ad- | 1957 esti- | (Ct) de 
justed mate 


Cadet-midshipment training, Kings Point, N. Y-- a $2, 075, 300 | $2, 129, 300 +$54, 000 


Se en nal a ecmmiamniinanniennin 35, 000 | | | ae 
I viii des ncscikctnccnensanceaniman 35, 700 CTT Clicicnnntnan 





Rienign os dines ste eetwawdudcdcinbenwhean 2, 200, 000 
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REPAIR PROJECTS 


Mr. Preston. This is a request in the amount of $2.2 million with 
an increase of $54,000 over the 1956 base. 

Are all of these increases involved with repair projects. 

Mr. Fisuer. Most of the increases are for repair projects. 

Mr. Preston. Will you discuss those projects briefly 

Mr. FisHer. $33,900 i is included in this estimate for repair projects. 
These items are repairs where the work should be done regularly as 
recurring maintenance work at the Academy. We have been forced 
for various reasons to contine deferring many of these projects. We 
have not been able to keep up with the painting required on the build- 
ings. The buildings themselves are constructed of material which does 
not require painting, but the sills and windows and interiors do. It 
has not been possible to maintain a regular routine system of repair 
and replacement of wornout equipment. For that reason we set forth 
the major projects here which we feel are urgent so far as the fiscal 
year 1957 is concerned. They include some painting, replacement of 
water pipes, replacement of water treating equipment, replacement of 
power lawn mower; repair to the fence w hich surrounds the Ac ademy 
grounds, repairs to the tug used at the Academy, and some of our 
machinery in the commissary needs replacement. 


WORKLOAD 


Mr. Preston. Mr. Morse, [ understand that you have some increased 
workload, but you are carrying on at about the same level with excep- 
tion of some minor items, on a longevity basis; is that right? 

Mr. Morse. That is correct. 

Mr. Preston. Any questions on this item, Mr. Thomas? 

Mr. Tuomas. No question. 

Mr. Preston. Any questions, Mr. Bow? 

Mr. Bow. No questions. 


STATE MARINE SCHOOLS 


Program and financing 





1955 actual | 1956 estimate | 1957 estimate 
Program by activities: 
1. Grants for State marine schools $149, 148 $190, 000 $190, 000 
2. Uniforms, textbooks, and subsistence of cadet-midship- 
moeft...... 308, 777 320, 20 320, 200 
. Maintenance and repair of vessels. 140, 782 149, 800 149, 800 
Total obligations__- = i A 7 596, 707 660, 000 660, 000 
Financing: 
Unobligated balance no longer available 8, 293 
Appropriation (adjusted) - - oo : ; 605, 000 660, 000 660, 000 


Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimate 
en 7 Se oS) ee ducutght simi Sects = 
07 Other contractual services 140, 782 $149, 800 $149, 800 
11 Grants, subsidies, and contributions 455, 925 510, 200 510, 200 


Total obligations de hae ae. 596, 707 660, 000 660, 000 
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Budget authorizations, expenditures and balances 


| 1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 
Transferred to— 
‘Salaries and expenses, Civil Aeronautics Administration” 
(69 Stat. 30) ; 
“Salaries and expenses, maritime activities” (69 Stat 240)- —5, 000 
Adjusted appropriation --__- ; 605, 000 660, 000 660, 000 
Obligated balance brought forward 115, 814 125, 952 105, 952 


Total budget authorizations available_..........._.__. } 785, 952 765, 952 





EXPENDITURES AND BALANCES 
Expenditures— | 
Out of current authorizations. .-..............-...--.....--] : 560, 000 560, 000 
Out of prior authorizations Sacdiiocuchaestese ¥ 7 120, 000 100, 000 


Total expenditures................... 
Balance no longer available: 
Unobligated (expiring for obligation)... .......-- 
NE hp dctndeth uddbis beso ddutentddpakubesckcaebect tects 7 a ke 
Obligated balance carried forward_.....-........-.-......... 125, 952 | 105, 952 


Total expenditures and balances. --...............--.. -| 720, 814 785, 952 965, 952 





Mr. Preston. We will now take up the item for State marine schools, 
set out on page 83 of the committee print and on page 836 of the 
justifications, which we will insert in the record at this point. 

(The statement referred to follows :) 


Summary of requirements 


Appropriation, 1956 
Net difference—1957 over 1956: 


qui Ss | ua 
Requirements | Difference, 


——| increase (+) 
or de- 
crease (—) 


By activity | 

1956 1957 
estimate | estimate 
| 


Grants for State marine schools____..._......._--- $190, 000 $190, 000 
Uniforms, textbooks, and subsistence of cadet- 

midshipmen - -- cabamtincaen iia talon 320, 200 320, 200 
Maintenance and repair of vessels.__...-_--.------ 149, 800 149, 800 


ee ee 


Total estimate of appropriation, 1957 


Mr. Preston. This is in the amount of $660,000, which is the same 
amount as for the fiscal year 1956. Is there any change in status of 
the activities under this item which has not heretofore been called to 
the committee’s attention or that is not about the same as heretofore 
given in the justifications and in your presentation ? 

Mr. Morse. It is the same as in previous years. 

Mr. Preston. The schools still remain very popular with the States, 
I presume. 

Mr. Morsz. Yes. 

Mr. Preston. Judging by number of requests coming to the com- 
mittee’s attention, we are inclined to agree with you. 
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CONTRIBUTION OF STATES 


Mr. Horan. I wonder, Mr. Chairman, if we might place in the 
record a statement giving the information as to the amount of money 
the States themselves are spending on these State schools? 

Mr. Morse. We will provide that for the record. 

(The information requested follows :) 


State expenditures for operation of maritime academies, fiscal year 1955 
(including nonappropriated income) 


State 
State: expenditure 
New York 


$878, 430 
Massachusetts _____ sacle akc ariss sgheed a l aia et RN ca aati a ca 5 ts 290, 557 
i i a a al a ee 


356, 516 
California 332, 790 


1, 858, 293 
REPAIRS AND PAINTING 
Mr. Preston. The amount for repairs and painting is the same as 
for the previous fiscal years, 1955 and 1956, I believe. 
Mr. Fisuer. Yes. 
Mr. Preston. Are there any questions on this item. If not we 
will take up the next item. 


SHIPYARD MosiLizATION PLANNING 


Program and financing 





| 
1955 actual | 1956 estimate | 1957 estimate 
| 


Program by activities: ce 
Contractor planning (total obligations) - - - $1, 009, 000 

Financing: 
Appropriation 1, 000, 000 





Obligations by objects 


07 Other contractual services: 1957 ____- a ere naaite Bedi $1, 000, 000 


Budget authorizations, expenditures and balances 


| 
1955 actual 1956 estimate | 1957 estimate 
| 


BUDGET AUTHORIZATIONS AVAILABLE 


Re EININL < celeb beckon dadbaked nae dikeraawitdwnedasautaleastcesadens pias $1, 000, 000 


EXPENDITURES AND BALANCES 


Total expenditures (out of current authorizations) - -......-.--|.-.-..-----.--|-------- 


500, 000 
Obligated balance carried forward 


500, 000 


Pe | es 


aegis x . : | wo-00------- < 


1, 000, 000 


Mr. Preston. This item is found on page 87 of the committee print, 
and on page 840 of the justification, and we will insert that page in 
the record at this point. 
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(The statement referred to follows :) 


Summary of requirements 
Appropriation, 1956 


| 


2 ee 
Requirements | Difference, 


= -|increase (+-) 


B j |.-———— 
y activity 9 
_= 1956 3=| 1957 | ord 


nn “di estimate | crease (—) 


Contractor planning $1, 000, 000 |+$1, 000, 000 


Total estimate of appropriation, 1957 pehien sabe eee $1, 000, 000 
LEGAL AUTHORITY FOR REQUEST 


Mr. Preston. This request is in the amount of $1 million. First of 
all we would like to find out from someone the basic legal authority for 
this request. 

Mr. Srerres. Mr. Chairman, the legal authority for this is found in 
the ODM directive to the Maritime Commission to have this facility 
in such a state of readiness that it can meet the shipbuilding schedules 
set forth by the Joint Chiefs of Staff. And we have found that we 
could not, even though our laid-up shipyards are in relatively good 
shape, we could not meet the shipbuilding schedules unless we do some 
additional planning, not alone with our own staff, but with the ship- 
builders who would be selected to operate these yards in the event of 
war. 

This $1 million contemplates contractual planning with the desig- 
nated operators and engineering surveys to determine what changes 
and improvements have to be made to our existing yards to build 
larger ships, to accommodate the changes that have occurred in ship- 
building since the last war. 

None of this contemplates any actual construction at this time. We 
feel that no construe tion will be necessary, and that with these plans 
the construction work can be taken care of between the time the war 
might occur and the keels could be laid down at the yards. 

Mr. Presvon. Did it not give you people any concern as to whether 
or not you had authority to begin this sort of operation, real author- 
ity? : 

Mr. Morse. I think we do have authority under the 1936 act. 

Mr. Presron. Did it give you any concern; that is the question ? 

Mr. Morse. Frankly, it had not entered my mind that we did not 
have the authority. 

Mr. Preston. All right; let us hear your lawyer. To say that you 
have the authority—I know just from right off the cuff opinion, that 
the directive of one agency of the Government. to another is not 
sufficient authority to that agence y to request an appropr iation. 

Mr. Morse. Section 207 says that the Commission may enter into 
such contracts on behalf of the United States and may make such 
disbursements as may in its discretion that it finds necessary to carry 
on the activities authorized by this act, in order to protect. preserve, 
and improve, and if I have a few moments I am sure I can identify, in 


the 1986 act, where we are directed to survey the shipyards and ship- 
building facilities. 
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Mr. Presron. You do not mean to say that you do not already have 
such surveys. If you do not have that information you do not have 
anything down there. You are supposed to be the headquarters for 
that information already. 

Mr. Morss. This is for the purpose of making plans for construc- 
tion at shipyards for mobilization and having those plans available 
so that the yard could be built immediately upon the rising of the 
emergency. 

Mr. Srerres. I think, Mr. Chairman, that it must also be borne in 
mind that we are not only talking about the four standby shipyards 
that the Maritime Administration maintains, but we are also talking 
about the national industrial reserve yards earmarked for maritime 
use in the event of war. It also contemplates additional yards which 
we must build in the event of a war, and which we are selecting sites 
for, for the use of certain commercial shipyards now in operation and 
which will require certain alterations, 

Mr. Presron. Here is the thing that is bothering me and certainly 
should bother anyone else who re: ads this record: Since World War II 
we have been carrying on extensive efforts in the area of defense 
mobilization. We have, in a sense, been sitting on a powder keg, and 
we have even had an operation in Korea that concerned everyone, for 
fear that it would develop into a full-scale war. 

W hy should you now, at this late hour in the fiscal year 1957, decide 
it is important to have some mobilization plans? Has it not been 
important to have them since 1945 ? 

Mr. Morsr. Yes. We have requested appropriation for this purpose 
in previous years. 

Mr. Preston. How many times have you made such a request? Let 
us have the complete story on that. 

Mr. Morsr. I am sorry; Mr. Fisher tells me that Iam in error. 

Mr. Presron. I was certainly of that opinion. 

Mr. Morse. I withdraw the statement. 

Mr. Preston. Will you answer the question why, at this late hour, 
you decide you need mobilization planning? Iam not going to debate 
the — whether or not it is needed, “but why in 1957, instead of 
prior years when everybody else has been talking about mobilization 
clement The Government has spent all sorts of money in the area 
of defense mobilization—and it has been spending it in this Depart- 
ment of Commerce, and plenty of it, and increasing it as a matter of 
fact. Mr. Ford, do you want to comment on this question ? 

Admiral Forpv. Mr. Preston, I think that is one of the questions, 
and one of the troubles is that there has been mobilization planning, 
but there has not been any money spent. We have plans, and up to 
this point we have felt fairly secure in the facilities and with the 
plans, and we have had some postwar plans that have existed for 
some time, but we have now reached the 10-year mark, and we need 
to take a new look. The plans that heretofore existed are not enough 
for the new and larger type ships; and we have decided that we should 
have a complete survey of our requirements. We known there hase been 
planning up to now, and we have participated in that planning, and up 
until now it has been done without funds—completely, except for 
maintenance of facilities that we have had up tothis point. 

75136—56——26 
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Mr. Tomas. How did you do the participation if you did not 
have any funds? 

Admiral Forp. It was paperwork plans. Now we have to provide 
funds in order to bring the plans up to date. We do not have either 
the personnel nor the facilities to do the planning to this extent. 

Mr. Srerres. I believe, also, Mr. Chairman, that heretofore there 
have been other bottlenecks in the shipbuilding plans, outside of Mari- 
time that would have prevented the plans being realized. Steps have 
now been taken to eliminate those bottlenecks, the components of 
them to get back to the fact now that the lack of maritime shipyards 
will prevent the realization of those plans. 

Mr. Morse. Mr. Chairman, I would like to supply for the record 
our statutory authorization, so the record will be complete. 

Mr. Preston. We will be glad to have you do that, Mr. Morse. 

Mr. Morse. I will endeavor so to do. 

Mr. Preston. I for one do not look with favor upon a directive 
from one agency to another as authority to request an appropriation. 

Mr. Morse. I have reference to statutory authority, in the 1936 act. 

Mr. Roruscuiwp. Mr. Chairman, even though such a request is 
based on authority vested in the Commander in Chief. ; 

Mr. Preston. I do not think it vested that authority in him for 
planning. I think if he is going to set up a mobilization plan that is 
to be implemented by legislation it should be spelled out. Now I am 
not talking about the need for this sort of thing, and I am surprised if 
it has not been going on previously. But of course we cannot escape 
the fact that under normal circumstances, this branch of the Govern- 
ment should have plans of this nature. This is not something that 


we can blame on you, Mr. Morse, but we have been going on the as- 


sumption that a lot of these activities for which we have been appro- 
priating money is in the interest of national defense, in trying to 
maintain the shipyards in a state of readiness. We want skilled and 
trained people, and all of this has been based on the fact that we want 
to be ready to go when and if an emergency occurs. You have gilded 
this thing up with a million-dollar tag, and I suspect it is really some- 
thing you have been doing all along. 

Admiral Forp. We have been working on this during the past years, 
as I said, without funds, and we have been working with the Navy, 
and now all of these are moving forward at the same time. But it 
has been a long, hard struggle to get to work together. 


ACCOMPLISHMENT OF PROGRAM THROUGH CONTRACTS WITH SHIPBUILDERS 


Mr. Preston. How many people do you seek to employ under this 
appropriation ? 

Mr. Srerres. This will all be done under contract. These will be 
contracts with the shipbuilders. We will go to the shipyards and 
discuss with them, on the assumption that they will be the ones to 
manage them during the war, and ask them to tell us what will have 
to be done, what plans have to be made, what tools they are going to 
need, what changes have to be made in the construction facilities of 
the vard, and all of that, so they will be the ones doing it. 

Mr. Tuomas. They already know that. They have been doing 
that for 10 years. With respect to these four laid-up shipyards—they 
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were here long before you were, Admiral. They know just as well 
right now, and you know what you are going to do, just as if you 
had spent this $1 million 5 years ago. 

‘Admiral Forp. We know and we have known for some time what 
we are going to have to do, but we have not had the funds to do it with. 
For instance, we have, I believe, eight ways at Vancouver. Those 
ways, to our ae of thinking, are not wide enough, and probably are 
not long enough to permit of building ships of the kind that will 
be required for mobilization in the next war; and we do not have the 

ersonnel to draw plans for what should be done. We do not know. 

e do not have the technicians. We have to employ the shipbuilders 
at these yards, not only to assist, to tell us about the machinery and 
equipment, and the like, but the whole layout. 


RECURRING APPROPRIATION 


Mr. Preston. There is one question that concerns me: Is this a 
ee item? Is it a one-package job, or will it be a recurring 
item 

Mr. Tuomas. Mr. Chairman, they have changed 5 times in the last 
10 years, and they come up with another idea. They came up 7 
the last war and said they wanted certain plans, and if this is carrie 
out it will not be 5 years until they will G coming back asking for 
something else. 

Admiral Forp. There is no doubt about it, Mr. Chairman, that we 
have to keep the planning up to date. 

Mr. Tuomas. We know that. 

Admiral Forp. But I do not think this will be a recurring item. 

Mr. Tuomas. Yes; it will be a recurring, annual proposition. 

Admiral Forp. We were back 10 years in the last war, and we do 
not want to have the same thing facing us next time. 

Mr. Preston. Are there any other questions on this item? If not 
we will pass on to the next one. 


War Surerinc ADMINISTRATION LIQUIDATION 


Mr. Preston. The next item is for War Shipping Administration 
liquidation, found on page 88 of the committee print, and page 846 of 
the justification, and we will insert page 846 of the justifications in 
the record at this point. 

(The statement referred to follows :) 


The following tabulation indicates that as of June 30, 1955, there remained 
outstanding for settlement from the appropriation to the Secretary of the 
Treasury in the Second Supplemental Appropriation Act, 1948, a total of 442 
claims having an aggregate claim value of $35,146,306 and an estimated settle- 
ment value of $11,593,281. 

Since a substantial portion of the claims reflected in this tabulation have been 
involved in court litigation for a number of years, it is with considerable diffi- 
culty that any accurate forecast can be made with respect to the exact amounts 
that will be required and the particular year in which funds will actually be 
needed for settlement purposes. 

After a thorough reevaluation of each claim on the basis of all known facts 
relating thereto, it has been concluded that, for the purpose of fully liquidating 
all open items grouped by category in the tabulation, the sum of $7,768,249 will 
be required for the fiscal year 1956; $3,390,502 will be needed for 1957, and an 
amount of $434,530 will be necessary to completely liquidate in 1958, with the 
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exception of seamen’s disability benefit claims under Public Law 449, 78th Con- 
gress, which are of a continuing nature. 

In view of the possibility that further delays in the settlement of the court 
eases may develop, we are not, at this time, estimating actual expenditures in 
fiscal year 1956 in excess of the $5,900,000 authorized in the current fiscal year. 
In the event settlement is reached on all of these claims as now appears probable, 
it may be necessary to request an increase in the limitation on expenditures for 
the current year. 


BACKGROUND HISTORY OF REQUEST 


Mr. Preston. Mr. Morse, in view of the fact that there was pending 
a supplemental request, and there has been a change sent up to the-com- 
mittee, maybe you had better give the committee a little background 
information concerning this request. 

Mr. Morse. This request is the result of a ruling of the General 
Accounting Office this year, which permits payment of Court of 
Claims judgments arising out of the War Shipping Administration’s 
operation, to be paid out of this War Shipping Administration fund. 

Heretofore the General Accounting Office has taken the position 
that payments out of these funds were limited to the payment of judg- 
ments of the district courts, and the payment of out-of-court settle- 
ments. But since the type of judgments which may be paid out of 
this fund has been broadened by the General Accounting Office, we 
need a change in language to permit us to use the funds for the pay- 
ment of Court of Claims awards. 

Mr. Tuomas. Where does that authority show up? 

Mr. Morse. This is on page 846 of our presentation. 

Mr. Tuomas. You are talking liquidations. 

Mr. Morse. Yes. 


Mr. THomas. Where do we find such language? The only thing I 
see changed here is the dollar mark. 

Mr. Fisuer. There is a change of language in the submission sent to 
the committee. 

Mr. Tuomas. I had not seen that. 

Mr. Morss. This is broken down on page 847. 

Mr. Preston. And the language is in this new statement. 


ITEMIZATION OF CLAIMS 


Mr. Tuostas. You do not have the claims itemized there. You have 
it broken down by categories on page 847, but I want to know who 
sued who. 

Mr. Morse. There is approximately $90 million still in the fund, Mr. 
Chairman. 

Mr. Tuomas. You have, as well as I remember, about $200,000 for 
death compensation cases, with some 26 cases. What I want to know 
is the name of the litigants. 

Mr. Morsr. We will supply that information for the record but we 
do not have it with us. 

Mr. THomas. How many cases are there left, 442? 

Mr. Morse. That is the aggregate. 

Mr. THomas. How many carriers are in the number that make up 
this 442% What part of this represents the carriers themselves ? 
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Mr. Morse. With the exception of the crew war risk, seamen, cargo, 
erew war risk—— 

Mr. Tuomas. For the funds that you will expend during the fiscal 
years 1957-58, will you list by name the claimants and the amounts 
they will receive? 

Mr. Morse. Yes, sir; we will supply that information. 

Mr. THomas. And some indication as to what is ahead, so we will 
know who is to get this money and for what purpose. 

Mr. Morsse. We will supply that information. 

Mr. Preston. They have already obtained judgments for this money. 

Mr. Morse. They have, or will have. In other words, some of them 
will have judgments, and some of the others will be awarded by the 
court during the fiscal year. 

(The information requested follows :) 


Claims pending against the appropriation for liquidation of the former War Shipping 
Administration, as at June 30, 1955 


Number of Amount 


Claim groups claims claimed 


1. Claims in litigation, United States district courts 89 $11, 104, 529 
2. Claims in litigation, United States Court of Claims-_- Ee a! 87, 119, 221 
3. Claims not in litigation. --.._--- Aebitl MMA caciinidniviadl 360 | 9, 239, 111 


Mid ic andunnahedehs ns scinnanamnhehebae aa caselidhesanninal 490 107, 462, 861 


Separate listings, by claimants and the amounts claimed, under each type 
claim for each of the above groups appear below. 

The estimated settlement value of the above claims is $30 million. Of this 
sum it is estimated that we will expend $24 million in the fiscal year 1956 and 
$6 million during the fiscal years 1957-8. 

Crew claims included in group No. 3 above cover 93 cases of injured seamen 
with varying degrees of disability. Of this number 61 are totally disabled. 
These are the only payments that we see ahead for subsequent fiscal years. As 
deaths occur the number of cases will drop and as the extent of disability de- 
velops which decreases their ability to earn, benefit payments may increase. 

Litigation now pending (in which employees of stevedoring firms with whom 
WSA had contracts, are suing those firms for additional overtime payments) 
may result in further reimbursement claims against the Government by the 
stevedoring firms. The wartime contracts with these firms provided for reim- 
bursement of their costs, and judgments for the plaintiffs would increase the 
liability of the Government for those costs. These claims are not listed since 
they are not now filed as claims against the Maritime Administration, because 
the suits have not yet been terminated, 
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Claims in litigation—U. S. District Courts 


MARINE HULL CLAIMS 


Anglo-American Oil Co., 
Ltd 

Anglo-Saxon 

Arundel Corp- 

W. T. Burton Co., Inc 

Carlton Steamship Co 

eo Steam Navigation 

0 

Industrial Marine Service - 

Luckenbach Steamship 
Co., Ine 

National Bulk Carriers__--_- 

Panama Transport Co 

River Terminals Corp 

Robbins-Ripley Co 


a 


g 
3 


— 
333 53 225 


w 


_ 


on 
— 
an 


SEAMEN’S CLAIMS 


Nathan R. Alltmont 

Peter Apicella. - 

Lawrence V. G. Bernard-_-. 
Alfred Coppenrath et al. -_- 
Luckenbach Steamship Co. 
United States Lines 

Russell A. Wynkoop 


MISCELLANEOUS CLAIMS 
Moses Weiss 


CARGO CLAIMS 


ee ee) 


Michael Golodetz_-- --__-- = 
Isbrandtsen Co., Inc 
Mente & Co____- 

Russell Miller ‘Milling Co... 


Abe Rapaport et al 


eos 
Sl aBESSS we 


|@lseeses se sss 


| 2| 383 


| 
| 


WAR RISK HULL CLAIMS 


Hoosier Marine Corp 

Panama Transport Co 

Standard Oil Company of 
New Jersey 


CREW WAR RISK CLAIMS 
Margaret Ball 


John E. Bernardy 
Charles O’Neill 


JUST COMPENSATION CLAIMS 


American-Hawaiian Steam- | 


Federal Marine Corp 
States Marine Corp. 


SALVAGE CLAIMS 


William J. Blackburn_--.--| 


CHARTER AND RELATED 
CLAIMS 


Blakely Island Realty Co 
Polar Steamship Corp 


COLLISION CLAIMS 


United States Lines 
Kingdom of Greece 
Various cargo interests 
Panama Transport Co 
— Oil onmpeny of | 








1, 437, 624. 19 || 


239, 019. 57 
587, 513.05 


2, 264, 156, 81 


110,000::00 | 
117, 500.00 || 





| States Marine Corp 





|| Dampskibsselskabet Torm - 
| Det Forenede Dampskibs- 


Raper 5 Gems Aktiesel- 


Compania” Ithaca de Va- 


| United States_Lines 





Soledad Trading Corp 
Standard Oil Company of 
New Jersey 


Total, United States 
district courts 


JUST COMPENSATION CLAIMS 


American Hawaiian Steam- 
| 31, 901, 741. 19 
Eastern Steamship Line-.--- 671, 062. 00 
Ericsson Line... --.-.-- 500, 000. 00 
Estonian State ‘Cargo "re 
Passenger Steamship 
302, 500. 00 
1, 002, 025. 74 
1, 007, 634. 58 


30, 975, 012, 50 


7, 006, 895. 65 
1, 746, 941. 64 


selskab | 1 | 5,501,322. 43 
6, 319, 890. 93 


Line 
Illinois Atlantic Corp 





Aktieselskabet Dampskibs- 
selskabet 
ap -neoemyepneg Nor- 


RREACH OF CHARTER CLAIMS 


pores, 8. A-- 


Total, court of Claims 
WR: é scien naeen 41 | 87,119, 221. 42 





! Primarily reimbursable costs and expenses incident to lawsuits. 





JUST COMPENSATION CLA"MS 


Alien Property Custodian -- 
Kodiak Fisheries 

L. A. Layne 

Leland A. McBroom 

San Juan Fishing & Pack- 


ing Co- 

A. H. Bull Steamship Co--- 
Peter J. Shandeor 

irae Bulk Carriers 


Iceland Steamship Co. (war. 
bonus) 


scdcnccune 


MARINE AND WAR HULL 


Belgium, Government of. - 

Brown, Sir Alfred 

Fenwick Ltd., Wm. France 

French Govt 

French Line 

Hain Steamship Co 

Johnson & Higgins 

Manley Ferry Co 

Sporl and Co., C. A......-- 

Texas Company, The 

Union De Remorquage et 
Sauvetage 

Guerra, Raphael 

Jerome, Lawrence 

Miller, Norbert F 

Nielsen, Peter 

Norwegian Underwriters 
Agency 

Parker, Osborne, Jr 

Weyerhaeuser Steamship 


PROTECTION AND 
INDEMNITY—MARINE 


Claimant: 
Adler, Et Al Ernest -_--- 
Almeida, Manuel De-_- 
Amtorg Trading Corp_- 
Anglo Mexican Pe- 
troleum Corp-_-_____- 
— American Oil 
Argentine Ministry of 
Public Works. --...--- 
Arif. * 
Badrena, F. Y. Hijo___- 
Barros, Bernardino 
Bennett, A 


Boell, Ellen, Adminis- 
tratrix of 
Bradt, William F 
Brazil, Bank of___..__.. 
Broussard, John E., Jr_- 
Bujamowski, C. B_-_ .- 
Carey, John 
Carnahan, John F 
Cassella, Dominick 
Causey, Jack D 
Christo, Thomas, Jr____ 
Credo Commodities Co- 
PUNT, Tieendsnasadae 
Desmond, Daniel A---_- 
Doody, ee . 
Elser Co., E. 
Friedburg, A wi 
Frenyear, Harry W -__-- 








Num- 
ber of 
claims 


mt ek ed et et et et et 


at et tt et 


i 


ono = 


Cs 


ee 


| 
| 
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Claims not in litigation 


Amount 
claimed 


$1,000,000, 00 | 


10, 800. 00 
49, 912. 00 


2, 000. 00 || 


735. 00 
140, 240. 00 
1, 100. 00 


34, 685. 87 
1, 985. 74 


18, 605. 79 


1, 260, 064. 40 | 


~ 
3888 


> 
© 


238 


-oOe 

NP PHN» w 
SS 
Ns 


rEe 
BS83s 
ESSSE 


a2 e 


25, 415. 08 


390, 780. 53 | 


11, 854. 00 | 


7, 500. 00 
50, 000. 00 


25, 000. 00 
45, 000. 00 
12, 500. 00 


7, 500. 00 
15, 000. 00 


i 





125,000.00 | 


SS 
seee 


_ 


8 oRISS.SSSSS53 088 
5 


— 


— 


gsussessessssess 
= 


SSSSSSSSSSSSESES Ss 


| 
| 
} 








Claimant: 


| Num- | 
ber of | 
| claims | 


Claimant—Continued | 
Gamber, Harlan Ira--_-- 
Gilblom, Haskel 
Gunderson, Chris. - 
Hallquist, Carl 
Healey, Peter J 
Henderson, Arthur. -_--| 
Hirschberg, Edwin 
Isnor, Gilbert C_______- 
Johnston, Edwin D-.--. 
ow et al Agad | 


LaCasse, O’Dilon.- 
Landgraf, John W 
Lenape Trading Co_- 
Maison Genestal Co 
Marich, Robert 
Mathis, Paul E 
Matsoukas, Thomas. 
MeAllister, Robert A ._ 
Melireath, David-- 
Molina, Julio ‘ 
Paradiso, Raffaele 
Pyle, Chauncey - 
Renner, George T., Jr_. 
Reyes, Guillemo H 
Rhode Island Insur- 
ance Co-- 
Rodrigues, Oliver 
Russo, Joseph - 
Selby, Hubert N., Jr-_-- 
Shannon, J. L 
Shell Oi] Co_- 
Shields, Henry K 
Shumway, Samuel..---- 
Silva, Robert. 
Smith Ball & Co 
Smith, Jefferson 
Snead, James T 
Solis, Cristobal 
Spiteri, Philip 
Steeber, John C 
Stovall, J. G. 
Swanson, Charles 
Szerlip, Arthur 
Tapper, Milton 
Tarshes, Henry G 
Texas & New Orleans 
RR Co 
Theomin, Peter 
Thomas, John 
Thomas, Lester - 
Thompson, Robert L_. 
Vandenburg, Jules A. 
Vaughn, William F-.--- 
Vreeland, Hurl_ 
Wallace, William A. S 
Weiland, Delbert D_- 


ESA ital aacten 


CREW-WAR RISK POLICY 


Caro, Jose and Marciza 
Field, Mrs. Yvonne-_-_- 
Lande, Bendik 
Napoleon, John N- 
O'Leary, Ruth-_-_-__---- 
Sans, Peter Ortega 
Sierra, Louis 

Walsh, Christopher - - - 
Zombeck, Michael J--- 


. — 


CREW-PURBLIC LAW 449 





| Claimant:Various seamen. -|-_-_- 


| 


2 Represents total estimated payments for fiscal years 1956, 1957, and 1 958 only. 


Det tet pat fe ft ft pt fl dD ae at ft ed fd ft 


| 


oo | 
Oo 


et et pet pet et et et 


Pm ee et pet pet et fret ret feet fet et fe ie pepe 





pet pet eet eet tet tet pet et 





oo 


Amount 
claimed 


sS525: 
2238 


E885 82 


S225 


5238) 


_ 
Ss 
2333 
Ss 8 
Seen 


358: 


—_ 


RROSRSS.S8S.5-2) 


33: 


2 
~ 
a 
- 


yaees: 


SSSSSSSSSSQESSHX Sssesssesssseszs 


2288 
sess 


88 
S 


, 


1, 500. 00 
6, 500. 00 
1, 500. 00 
25, 000. 00 
50, 000. 00 
25, 000. 00 
10, 000. 00 
125, 000. 00 
20, 000. 00 
24, 864. 00 


4, 512,1 186. 07 


? 513, 311. 00 
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Claims not in litigation—Continued 


| Num- |} 
| ber of 
claims 


FOREIGN GOVERN MENTS 


Australia 
Belgium_- 
France 

Greece _- : 
Tain 
Italy 

China 
Russia___- 


Total__- 
AGENTS’ COMPENSATION 


United States Lines : 
Moore-McCormack Lines. - | 


AGENTS’ COMPENSATION 
REFUND 


Standard Oi] of New Jersey. 
Socony Vacuum Oil Co 


Amount 
claimed 


$364. 44 


108, 440. 22 | 


517, 902. 82 
463, 400. 39 
22, 810. 44 


99, 700. 26 || 


T 
1] Num- 
ber of 
claims 


AGENCY COMMISSIONS 


American Eastern Trading 


& Shipping Co ‘ Sane 2 


672, 000. 00 


ES 10 


MISCELLANEOUS CLAIMS | 


85, 953.17 || 


252, 993. 23 


| 1, 551, 564. 97 


560, 000. 00 


86, 000. 00 


12, 000. 00 
4, 000. 00 


| Atlantic Overseas Corp-- 
Columbian Government 
Peruvian Government___. 
Alaska Steamship Co--- 
De La Rama Steamship Co. | 
American Export Lines_...-| 
Norfolk & Western Ry__-__-! 
Erie RR. Co- ani 
New York Central RR- 


Total___- 


Total unlitigated ____- 360 


1956 SUPPLEMENTAL REQUEST 


Amount 
claimed 


$10, 000. 00 


279. 00 


2] 322,138.31 


| 9,289, 110. 67 


Mr. Preston. Mr. Morse, you have a supplemental request for $24 
million that will be dealt with in the pending supplemental bill. 


Mr. Morse. Yes. 


Mr. Preston. Assuming that that money is appropriated, can you 
tell us how many claims you will have left to be liquidated in the 1957 


appropriation ¢ 


Mr. Fisuer. Approximately $6 million. 

Mr. Preston. Outside the $24 million ? 

Mr. Morse. In addition to the $24 million. 

Mr. Fisuer. We have a total of approximately $30 million. 

Mr. Morse. With approximately $90 million in the fund. 

Mr. Preston. What you are saying is that you will have $6 million 
claims to be dealt with in fiscal year 1957 ? 


Mr. Fisuer. Yes. 
Chairman. 


We are requesting deletion of the limitation, Mr. 


Mr. THomas. How much did you say was left in this fund? 


Mr. Morse. Nearly $90 million. 


Mr. Tuomas. How much do you think you are going to spend this 


year ? 


Mr. Morse. $24 million in the fiscal year 1956, and approximately 


$6 million in the fiscal year 1957. 

Mr. Fisuer. I would like to explain that the $90 million is not avail- 
able for expenditure except as to obligations existing now against the 
fund. We can only expend it to liquidate those obligations; so there 
will be a considerable amount left in the fund that will be unexpended. 

Mr. Preston. Any further questions on this item. If not, we will 
take up the next item. 
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Vessex Orrrations Revoitvine Funp 


The next item is “Vessel operations revolving fund,” found on page 
92 of the committee print and page 845 of the justification, which page 
will be inserted in the record at this point. 

(The statement referred to follows :) 


> 


EXPLANATION OF LANGUAGE CHANGE 


The proposed change in the “Vessel cperations revolving fund” language is 
prompted by the necessity for having funds available for activation, repair, and 
deactivation of Government-owned ships in connection with chartering activities 
under the jurisdiction of the Secretary of Commerce. 

From time to time situations have developed whereby it has been considered 
highly desirable for the Government to make ships available under charter for 
use both in the coastwise and foreign trade. Very recently there have been re- 
quirements involving bulk carryings in the foreign trade involving ores from 
the East. Situations have existed in which there has been available bulk 
cargoes for which there existed the possibility that private American-flag ships 
were not available for chartering under reasonable conditions and at reasonable 
rates for use in such service. 

In decisions rendered by the Comptroller General in 1951 and 1952 it has 
been generally construed that the vessel operations revolving fund was not 
clearly available for financing operations of this type, it having been generally 
ruled that the intent of the fund appeared to cover transactions involving the 
national emergency. 

The language submitted is intended to clarify the use of the vessel operations 
revolving fund for these purposes in the future and provides for the use of the 
fund for the payment of expenses required to place vessels in condition for 
service under the usual form of bareboat charter. Such charters would only 
be entered into where the necessary statutory findings can be made that (1) 
they are in the public interest, (2) that the service is inadequately served, and 
(3) privately owned American-flag vessels are not available on reasonable con- 
ditions and at reasonable rates for use in such service. 

The language also provides that all charter hire receipts shall be deposited in 
the fund. The purpose of including this change is to assure a continuous source 
of revenue for the fund in the event general agency operations cease and the 
fund is used for expenses of activation, repair, and deactivation in connection 
with chartering activities. 


EXPLANATION OF LANGUAGE CHANGE 


Mr. Fisuer. The language change appears on page 93 of the com- 
mittee print, Mr. Chairman. 

Mr. Tuomas. This was set up directly opposite this change in lan- 
guage. Why do you want that language change? 

Mr. Morse. You are referring now to activation, repairs, and deac- 
tivation of merchant ships ? 

Mr. Trromas. Yes. 

Mr. Morsr. The reason I mentioned to Mr. Flood earlier. We have 
these vessels that are not in operable condition, even to charter. 

Mr. Tuomas. How much money is left in that fund; and how much 
was there originally. 

Mr. Morse. $20 million. 

Mr. Tuomas. You are going to make 20 to 50 million out of it, or I 
guess about 50 million now ? 

Mr. Fisuer. We have returned $20 million to the Treasury. 

Mr. Tuomas. How much do you have in there now ? 

Mr. Fisuer. We have left $23 million. 

Mr. Tuomas. You did not miss it far. How much are you 
to take out of this fund for this purpose? . 
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Mr. Fisuer. Our estimates are that the receipts are going to run 
$1.5 million, and our expenses 

Mr. Tuomas (iriterposing). If you are going to take it out of that 
fund you certainly do not need other funds set up in here for repairs of 
the reserve fleet. 

Mr. Fisuer. We do not have funds in 1957 for repairs of the reserve 
fleet. 

Mr. Tuomas. Is that the purpose of this? 

Mr. Morse. No, sir. 

Mr. Fisuer. No; this is money to put the ships in operable condi- 
tion, those now in the fleet, in the event they are called out on charter. 

Mr. Tuomas. That is bad bookkeeping. You ought to put the funds 
under the title where you have been getting them all the while, so you 
will not have to increase this fund further. 

Mr. Fisner. This is to reactivate these ships. We have no appro- 
priation of funds for this purpose. 

Mr. Tuomas. Surely you have. What you are going to do here is 
just to maintain the ships, do something to ships that are laid up in 
the fleet. 

Mr. Morsr. No; it is not to do that at all. 

Mr. Tuomas. What are you going todo? This says ships activation, 
repairs, and deactivation, and so on. That is what you are going to 
do with it; is it not? 

Mr. Morse. If we charter a vessel it has to be put in operable con- 
dition. 

Mr. Tuomas. That is right. 

Mr. Morse. At the present time we have no funds which can be used 
for the purpose of putting these vessels in operable condition, if they 
go under charter. 

Mr. Tuomas. You have them out there in the fleet, and the fleet is 
in pretty good condition; is it not ? 

Mr. Morse. That isa bigger assumption than the fact. 

Mr. Tuomas. You have been using funds, and where did you get the 
funds that you have been using to put these ships in condition as you 
took them out of the fleet when you were going to charter them ? 

Mr. Morse. That would not put the vessels in operable condition. 

Mr. Tuomas. But where did you get those funds? You got funds 
for that purpose. 

Mr. Morse. Yes. 

Mr. Tuomas. Where? 

Mr. Morse. From the Congress. 

Mr. Tuomas. Yes; and do you not still have funds for that purpose? 

Mr. Morse. No. 

Mr. Tuomas. When did you use it all up ? 

Mr. Morse. It will be expended in full by August of this year. 

Mr. Tuomas. Well, you have $23 million without any limitation on 
it. You can spend every dime of it. 


CLARIFICATION OF BASIS FOR REQUEST 


Mr. Roruscuimp. Mr. Chairman, I think there may be a bit of con- 
fusion over the repair program. There was a limitation to do repairs 
which did not involve the kind of equipment under discussion now, for 
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possibly putting them in use. Money has been spent, but it did not 
admit of the permanent installations on these ships. For example, 
one of the things we are not permitted to do is to provide fire hose; 
and you cannot charter a ship unless it is put in class. 

Mr. Tuomas. You have a lot of ships in there and you still have 
some money. How much money have you ? 

Admiral Forp. Unobligated, there is approximately $1 million. 

Mr, THomas. Why not use that $1 million, instead of letting it pile 
up? Inanother year it could be 25 or 30 million. 

Mr. Morse. Because that $1 million is limited specifically in the use 
to which it can be put. We cannot use it for the purpose of activating 
vessels for charter. 

Mr. Tuomas. But you are coming in and asking for a blank check, 
and so far as I am concerned, I am not going to vote for it. 

Mr. Preston. Let met make one comment here, because I think I 
understand something about the purpose of this. 

Only last year a situation arose where two companies wanted to 
charter some vessels to move low-grade iron ore. 

Mr. Morsp. Yes. 

Mr. Preston. From Japan to this country. 

Mr. Morse. Yes. 

Mr. Preston. It involved the employment of several hundred sea- 
men, and we were faced with the lack of authority and lack of funds 
that could be used to put these ships in class to deliver to those people 
who wanted to charter them. 

Mr. Morsr. That is correct. 

Mr. Preston. And as the result of that the seamen remained un- 
employed, the ships were not used, and the cargo was carried in for- 
eign-flag vessels. They had a special arrangement worked with the 
labor unions where the rates and so forth would have been adjusted to 
enable the companies to compete with the foreign-flag vessels, had they 
been able to get the ships. The ships charter provided that they be 
delivered back to you; They were to put them in condition and they 
were to be returned to you for the laid-up fleet. 

Mr. Morse. That is correct; and when it was turned back it is in 
class. 

Mr. Preston. So if you do not have language such as this you would 
have to wait for permanent legislation before you can get the money. 

Mr. Morse. Yes. 

Mr. Preston. To enable you to put them in class, to be able to de- 
liver them to the people who want to charter them. Is that correct? 

Mr. Morse. Yes, sir. 

Mr. Preston. I think it is a good proposition, myself, if we are in- 
terested in seeing our merchant marine compete with foreign flags. 

Mr. Tuomas. We have had this before us, time and again, where 
they come in here with loose language like that, tying up funds, $25 

million with no limitation whatsoever. 

Mr. Morse. No. 

Mr. Tuomas. If you want to put a half dozen vessels in class why 
not come in here with a budget estimate for them ? 

Mr. Preston. They do not know and cannot anticipate what the 
opportunities are going to be for charter. These things arise some- 
times rather suddenly. Now the language does spell out how the 
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funds can be used, for activation, repair, and deactivation to merchant 
ships chartered under the jurisdiction of the Secretary of Commerce. 
In my opinion that limits it to only three activities. 


SUGGESTED LIMITATION ON FUNDS 


Mr. Tuomas. There is no limitation on the amount of funds that 
can be used ? 

Mr. Morse. Mr. Thomas, we are not opposed to a ceiling being 
placed in the authorization, a reasonable ceiling. 

Mr. Preston. What do you suggest as being a reasonable ceiling, 
Mr. Morse ? 

Mr. Morse. Well I am just guessing—— 

Mr. Preston. You had better thing it over before you answer. 

Mr. Morse. We estimate approximately $200,000, as a ceiling per 
ship, to put it in class, and not knowing just how many applications 
may be received, I would suggest 25, which would make it $5 million. 


CREDITING OF RECEIPTS 


Mr. Preston. Now with reference to the other language about 
crediting all receipts from charter. What is the capital of the revolv- 
ing fund at this time? 

Mr. Fisuer. Approximately $23 million; I believe that is the cash 
position. 

Mr. Preston. The fund will not be impaired if the receipts con- 
tinued to be covered into the Treasury ? 

Mr. Fisuer. Our purpose in suggesting this language covering 
charter hire would accomplish two things, Mr. Chairman. At the 
present time, under a ruling from the Comptroller General the receipts 
from charter hire of certain ships and receipts from operating ships, 
are going into this fund. Receipts that come from other ships, which 
I think are primarly good neighbor ships, are going to miscellaneous 
receipts, and we would like to have all charter receipts go into one 
fund. 

Secondly, the receipts for this fund at this time are, in addition 
to charter hire, coming from ships which are essentially in the same 
service, under general agency operation, under MSTS. If there is a 
stoppage in that activity, and it is intended as an emergency activity, 
we would have no funds as a source of revenue for this fund, unless 
all of the charter hire is deposited in the fund. This request is made 
in conjunction with the proposal to use this fund for activation 
expenses, with the belief that the cost of preparing ships for charter 
and the receipts from charter hire would be about equal to make 
the fund self-sustaining, even though other emergency activities 
might not exist. 

Mr. Preston. You have repaid $10 million of the original $20 mil- 
lion ? 

Mr. Fisuer. We have repaid the $20 million. 

Mr. Preston. In 1956 you paid the other $10 million. 

Mr. Fisuer. Yes. 

Mr. Preston. Where did the receipts come from to make that 
payment? 
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Mr. Fisuer. In total the receipts that were paid to us by the agen- 
cies which use the ships, those in the initial activity, such as foreign 
aid and the Military Sea Transportation Service. The ships are let 
out under general agency, and the MSTS pays a per diem rate for 
the use of each vessel, and those per diem amounts are collected and go 
back to this fund. The profit which accrued to the fund to make it 
possible for us to pay back that money, came principally from charter 
hire. 

LEGISLATIVE LANGUAGE 


Mr. Preston. Now is this language on page 93 legislation, in your 
opinion, Mr. Morse ? 

Mr. Morse. In our opinion it is not, Mr. Chairman. 

Mr. Tuomas. It not only is change in purpose from the original 
purpose, but there is no limitation. 

Mr. Morse. Fundamentally it is not a change in purpose, in our 
opinion. It is simply the correction of a ruling made the Comp- 
troller General on the original language. 

Mr. Tuomas. The language, in the first place, did not go through 
the legislative committee; it went through the Appropriations Com- 
mittee, and you may get by with it; but I will tell you now that 
it is legislation, and the original language was legislation too. 

Mr. Morse. I bow to your opinion. 

Mr. Preston. Are there any further questions on this language? 
If not we will take up the next item. 


LANGUAGE CHANGE COVERING AUTHORITY FOR TRANSFER OF FUNDS 


This is the last item. We will turn now to page 88 where we have 
a change that has been sent up only yesterday. On that you will 
note that on page 85 the language proposed to be deleted, and the 
President has sent to the committee language to be substituted for the 
language to be deleted from page 85. The language reads as follows: 


Repair of reserve fleet vessels (liquidation of contract authorization) insert 
the following paragraph under this head; and the figure opposite such language 
is $156,000. And the language follows: 

“Advances may be made from the appropriation granted under this heading 
in the Department of Commerce and related agencies in the Appropriation 
Act of 1956 to the appropriation for the current fiscal year for salaries and 
expenses, maritime activities, for administrative expenses, not to exceed $156,- 
000, for reserve fleet expenses (in such amounts as may be required) and such 
advances shall be in addition to amounts otherwise made available for such 
expenses.” 

Mr. Tuomas. What does it do? 

Mr. Preston. In effect reactivates the accounts as described on page 
85. 

Mr. Tuomas. It sounds as though they have a balance of $156,000 in 
the fund and they want to transfer it to salaries and expenses; that is 
the way it sounds to me. 

Mr. Preston. Do you want to speak to this language, Mr. Fisher ? 

Mr. Fister. The Emergency Ship Repair Act, and the appropria- 
tion of the cash to liquidate obligations under obligation authorized 
under that act, have in the past been permitted to be transferred for 
administrative reserve fleet expenses incident to the repair program. 
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The contract authority under this act expires on August 20, 1956. 
The res TO ame act authorized the transfer for this current fiscal 
year. Because of the expiration date of August 20, 1956, we ane 
not requesting cash to liquidate contract authority. We will have 
entered into all contracts that will be possible for the repair of vessels 
by the end of the current fiscal year. However, some of those ships 
will be in repair yards on June 30. We are requesting here authority 
to transfer funds in fiscal 1957 to salaries and expenses and to repre- 
serve those ships when they reenter the fleet. We do not have that 
authority at the present time. We would have to absorb that cost 
within our regular reserve fleet appropriation account. 

Mr. THomas. You have $156,000 and you want to transfer it over 
to salaries and expenses account. 

Mr. Fisuer. That amount is a limitation on the amount we pro- 
pose for administrative expenses. 

That does not apply to that reserve fleet expense. 

Mr. THomas. Well, you take it from that fund and transfer it to 
salaries and expenses. 

Mr. Preston. For administrative purposes. 

Mr. Fisuer. That is right. 

Mr. THomas. Yes. 

Mr. Fisner. Those administrative expenses are primarily for the 
auditing of contracts that have been awarded during the past 2 years. 

Mr. Tuomas. Are you going to have any more unexpended funds 
outside the $6 million and the $24 million, and this amount, or does 
that cover it all? 

Mr. Fisuer. I do not believe there will be any other unexpended 


balance. There may be some, but it will not be any substantial amount. 
Mr. Preston. Are there any further questions on this language? If 
not that concludes the hearing on the last item for the Maritime Com- 
mission ; we thank you gentlemen very much. 
Mr. Morse. Thank you, Mr. Chairman. 


Monpay, Marcu 26, 1956. 


BUREAU OF PUBLIC ROADS 
WITNESSES 


LOUIS 8S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

Cc. D. CURTISS, COMMISSIONER, BUREAU OF PUBLIC ROADS 

JAMES C. ALLEN, DEPUTY COMMISSIONER FOR FINANCE AND 
MANAGEMENT 

NORMAN B. WOOD, CHIEF, INTER-AMERICAN HIGHWAY OFFICE 


SUMMARY JUSTIFICATION Data 


Mr. Preston. The committee will please come to order. 

The first item for consideration today is the request of the Bureau 
of Public Roads, which will be found on page 110 of the committee 
print and page 1000 of the justifications. 

We will insert into the record at this point pages 1003 through 1007 
of the justifications. 

(The pages referred to follow:) 





000 ‘Ose “b— 


000 ‘0S8 ‘b— 


000 ‘000 “091+ 


| 000 ‘000 ‘ezz+ 
000 ‘000 ‘g9— 


| 000 ‘oe0 ‘e9— 
| 000 ‘og+ 


5 a 000 ‘O0T ‘6g+ 





| 000 ‘08+ 





ceo6l 





‘Of “AON | 


‘yueul 
-fojduie 
yueu 
-BUlI8g 





suor}tsod 
[18 jo 

Jequinu 

| WBIIAY 


(—) esveloep 
} 10 (+) esvei0U] ‘e0ualoyIC 


suoTjsod 


queuevutied | 
JO Jequind | 
WINUTXeyy | 


~} 000 “000 “008 


000 “OOF “LT 


000 ‘08S ‘FT 


“| 000 ‘OL8 ‘% 


| 000 “006 ‘092 


000 ‘880 ‘O¢Z 
000 ‘298 ‘OL 


000 “002 “1 


000 ‘see ‘Z 


000 “002 


000 ‘OSz ‘Iz 





000 ‘088 ‘81 
000 ‘028 % 





| 000 ‘006 ‘81 — 

| 000 ‘006 ‘ez8 

| 000 ‘890 ‘E18 
000 ‘Zes ‘OT 





| 


| 000 ‘002 “ET 





000 ‘s9¢ 
000 ‘es ‘OT 


000 ‘002 ‘OTS 





000 ‘002 

000 ‘000 ‘or 
000 ‘000 ‘eo 
000 ‘000 ‘S21 
000 ‘000 ‘01z 
000 ‘000 ‘L61$ 








suortsod 


suor}Isod 
queueuLied 
jo Joquinu 
UINUWITXe Ay 


[Iv jo 
Jequinu 
OBVIDAV 


LS61 


000 ‘00z , 
000 ‘000 ‘or 
000 ‘000 ‘OIT 
000 ‘000 ‘ozT 
000 ‘000 ‘002 
000 ‘000 ‘ozes 





| 
! 





suoy}}sod 
ITB jo 

Jequinu 

OSBIVDAY 


996T 








suoj}tsod 
quoueuried 
jo Jequinu | 
UINUITXB]T | 


i 





[eiusuretddns pesodojd 000‘000‘O0TS SEPNIOXG + 


1830} AJAY 
~“spealqgo 19410 
SO9OLAIOS [BUOSI0g 
SABMYSIY JSV10J JO UOTJON.YSUOD 
‘SABMYSIY 480107 


uo eLidoidde [30,1 


Suo}eztIq0) 
oe SJUSUIOIINDGI [BIOL 


$~elqgo 10410 
SODTAIOS [BUOS.I04 
[HOIZVINIId BINT 


1830} AVATIOY 


Syelqo 194310 
~“ SODTAJOS [BUOS.104 
SUOl}BIgSIUTUIp y 


[8103 AVIAIYV 


~“SmIep J9AO Sesplig 
U01}8103S01 OSBUIBP-POO| yf 
SABMYZIY 9}BIS10}UT 
Seqnod [vlI98jIe UBGID 
spol Aispuooeg 
sAemysty Aleut 
:$300[qoO 194}30—UO0IJONIYSUOD JOJ SJUBID) 
SABMYSIY PIB-[B19pag 





Aqayjoe pue uoepidoiddy 





Lg6] 4vah poosyf ‘sayowysa jabpng fo hunwmung 





PLE “08S ‘II— 


PLE “S99 “II— 
000 “S8+ 





“-| 000 ‘c9e ‘tz 
| 000 ‘SEF 


PLE ‘OBS “OE 


PLE ‘OFZ “9E 
000 ‘OSe 





000 ‘000 ‘I— 


~""5""! 000: 02L— 
| 000 ‘08% — 


000 ‘000 *T 


| 


| 000 ‘000 ‘T 





000 ‘08% — 


| 000 ‘0L6 
000 ‘ve 


000 ‘000 % 


000 ‘022+ 
000 “O82 ‘T 
000 “0Sz ‘T 
000 ‘0g 








| 000 ‘08% ‘I+ 


000 ‘000 “sz 





| ge@ ‘09 ‘¢+ 
| o€¢ ‘eee ‘b— 


000 “0¢2 ‘6+ 
000 “0S% ‘8ST 


000 “OS2 “TZ z 
£2 ‘8o8— 


SES ‘809 ‘ZZ 





| $28 ‘298 ‘b— 
| 4g8— 


620 ‘299 ‘FI 
126 “89 “ 





| $8 8— 


| 000 ‘00T 








| $28 ‘2— 





620 ‘ZI 
126 ‘48 














| suolytsod 
I[8 jo 

Jequinu 

OBVIIAY 


oo6 

0g “AON 
‘quouwl | 
-Ao| dure | 
jueu | 
-BuLlog | 


(—) osve10ep 
JO (+) dsueldUy :s0UdlITG 


suorj{sod 
quousulled 
jo sequinu 
UINUITXB 


| 000 ‘O¢2 
| 000 ‘0ZT 
000 ‘o&9$ 


suor}ysod 
ITB Jo 

Jequinu 

WIVIODAY 


yUuVUt 
jo soquinu 
WINUITXB IY 


2°61 


poenulju0g—g6] 4vah joosy 


tied 


206 ‘610 ‘61 
82E “SBS “Es 


C&% 


| L06 
8ZE * 








| 000 ‘OSZ 
| 000 ‘OZT 
000 ‘Og9o$ 


suor}1sod 

Ie jo 
Jequinu 
AY 


JUSUBUL 


‘saqpu.ysa jabpnqg fo iunmungy 


suorjtsod 


jo soquinu 
UINUIIXB]Y 


[8101 AYAIV 


sya[qo 139q10 
SVDIALOS |BUOSIIgT 
:moTjONIYsUuOD 
-AVMYSIFT UBIIIUIV-10}U] 


~~" uoneiidoidde [e410], 


(suoljelidoidds 0} suonNesi[qo) yueusn{py 
S}UsMAIINbe! [840], 


sq00fqo 19q10 
""" “S901 Alas [BUOSIOg 
‘spurl o1[qnd uo sAemyastyg Jo uoTjonysu0g 
sABMYSIY Spuvl-oqndg 


“uo! elidoidde [840], 


(suotjelidoidds 0} suorzesI[qo) Juausn{[py 
SjusUTeIIN bas [840], 


sypelqgo 10910 
~~" S@DIA1OS [BUOSIOd 
mOTe[NydeoeYy 
1810} AWIAIY 
syelqo 1210 
WIAIIS [BUOSIIT 
[UIP <dIAIIg ySalO J 
~~" 7830} AVAIPYV 


syoo[qo 
SOO1AJOS [BUC 


APATIOV puv uorjeyadoiddy 





“9AOQB Pd} BOIPUI SB NN0‘NGO'FOTS JO SOZVUITISE [BJUSMIETddNS 9¢g1 pesodold sapnyox | ¢ 





000 ‘022 ‘2 


6+ 


988 ‘TH8 ‘I+ 


988 ‘TPL ‘T 
000 “0OI— 


000 “086 ‘Z9— 


929 ‘LSP ‘IS — 


PLE ‘ZZ ‘TI — 
PLE Z19 II— 


000 ‘0¢I+ 

000 ‘s¢+ 
000 ‘L— 

000 “¢9+ 


| 000 ‘000 ‘#z8 1¢9 ‘Z $29 ‘Z 


| 
000 ‘0&2 ‘972 ¢ 


i Sara 
| 988 ‘188 ‘I— 
| 988 ‘T#8 ‘T 





| 988 ‘TEL ‘T 
| 000 ‘OOT 





| 000 ‘086 ‘29 


000 ‘80F ‘sz— | “=-==""| 989 “660 98+ 


000 ‘SOF “Sz “| PLE ‘086 ‘OE 


000 ‘£69 ‘6z ; “"""| PLE ‘SOE ‘98 
000 ‘STZ 000 “S9¢ 








000 “Ose 


000 ‘821 Pets a 000 “cet 
000 ‘082 000 ‘STZ 


‘[eyueuretddns pesodoid 000'000'F$ SPPNIOX | z 


~--""==suorzelidoidde [8 ‘T8304 puBiyy 
--uoleiidoidde [810.7 


(suolyelidoidde 0} Suolyestiqo) queusn{[py 
? "TTF" =" SUOUIOIIN GB [830.1 


spofqo 19410 
SODIAIOS [BUOSIOT 
:SJUNODOV SNOSTET[BOST PY 


~--uoryelidoidde [230.1 


(suotjelidoidde 03 suolye3I[qo) JueuNsn{py 
“syusmasINbel [830], 


““sye[qo 10q10 
S8D1AIOS [BUOSIOg 
SHOT}BINId B08 


1830} AWIANOYV 
syefqo 19410 


SOOJTAIOS [BUOSIOg 
:BULIOOUTZUS PUB UOTZBIYSTUIUIPY 





416 


GENERAL STATEMENT 


Mr. Preston. We have with us this morning the Commissioner of 
Public Roads, Mr. C. D. Curtiss. 

Mr. Curtiss, we will be glad to hear from you at this time. I note 
you have a prepared statement with a number of exhibits. Is it agree- 
able with you to insert the statement in the record at this point, and 
then brief it? 

Mr. Curtiss. I would like to do that, Mr. Chairman, and then 


touch upon the highlights of the material that is in the general state- 
ment. 


Mr. Preston. Very well; we shall insert into the record at this 
point your prepared statement and then you may proceed to brief it. 
(The statement referred to follows:) 


GENERAL STATEMENT OF COMMISSIONER 


Highway transportation has experienced tremendous growth since the Federal 
Aid Road Act of 1916 set the pattern of Federal-State relationship in highway 
development that is still in effect. While there has been comparatively little 
increase in the existing highway mileage since 1920, traffic has increased some 
13 times, from 45 billion vehicle-miles to 583 billion in 1955. It is estimated that 
by 1965 the traffic load will further increase to 814 billion vehicle-miles. This 
increase comes from two factors—the increase in vehicle registration and the 
increased use of each vehicle. In 1920 there were approximately 9 million motor 
vehicles registered in the United States. Today there are about 62 million. 
In 1920 the average vehicle was driven about 5,000 miles a year. Today the 
yearly average is nearly 10,000 miles. Furthermore, increase in the speed and 
weight of the modern vehicle creates a greater burden on the highway for each 
vehicle mile. Whether or not the speed, weight, and annual use of the average 
vehicle will increase materially during the next 10 years cannot now be accurately 
forecast, but it is estimated that with the growth of population, tne number of 
vehicles will increase 30 percent to some 81 million by 1965. 

The universal use of rubber-tired vehicles for transportation has resulted in the 
creation of large manufacturing, distributing, and service industries. Highway 
transportation provides essential movement of people and goods; in addition, it 
has itself become a major element of the economy, generating directly or indirectly 
approximately one-seventh of all gainful employment and an equal proportion 
of the gross national product. One out of every six retail, wholesale, and service 
businesses is connected with highway transport. 

Pursuant to direction of the Congress contained in section 13 of the Federal- 
Aid Highway Act of 1954, the Secretary of Commerce submitted to the Congress 
on March 25, 1955, a report on the needs of the highway systems of the Nation. 
This report covered the construction, maintenance, and administrative needs by 
system for the periods of 1955-64 and 1965-84. It was estimated that the total 
highway needs for the period 1955-64 would be $101 billion. This figure includes 
the cost of improving all roads; i. e., city streets, county and local roads as well as 
highways in which the Federal Government has an interest. 

Although the Federal Government has a general interest in all roads it has long 
been recognized that some particular roads are of special concern to the Nation as 
a whole. Adequate roads have always been important for national defense pur- 
poses, but with modern motorized transport they are imperative. The un- 
restricted movement of people and goods across State lines is a fundamental 
responsibility of the Federal Government. The tourist and commerical inter- 
course with neighboring countries is also of interest throughout the Nation. Con- 
sequently, in 1944 the Congress authorized the selection of a special network not 
to exceed 40,000 miles in length which in the language of the act would be so 
located as ‘“‘to connect by routes, as direct as practicable, the principal metro- 
politan areas, cities and industrial centers, to serve the national defense, and to 
connect at suitable border points with routes of continental importance in the 
Dominion of Canada and the Republic of Mexico.”’ The 40,000 miles has been 
designated the National System of Interstate Highways. 

Stretching across the Nation, the National System of Interstate Highways 
serves every State and 90 percent of all cities of 50,000 or more. Although its 
mileage is only 1.2 percent of all highway mileage it carries one-seventh of all 
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traffic. This heavy concentration of traffic will require that 83 percent of the 
interstate system, or 33,200 miles, be 4 lanes or more. On the remaining 6,800 
miles 2 lanes may be sufficient until 1975, but right-of-way and basic design re- 
quirements must be such that additional lanes may be added as required by 
increased traffic. 

In the highway needs report of March 25, 1955, it was estimated that the 
National System of Interstate Highways could be constructed to an adequate 
standard in 10 years for a total cost of $23.2 billion. This estimated total cost 
did not include 2,300 miles of urban connections subsequently added to bring it 
to the authorized limit of 40,000 miles. It is now estimated that necessary 
improvements to the additional mileage will cost approximately $4 billion. This 
will bring the total estimated cost of constructing the entire interstate system to 
a figure over $27 billion. 

FEDERAL-AID HIGHWAYS 


The Federal-aid highway program continues its upward trend as the States 
expand their programs to utilize the increased authorizations of the Federal-aid 
Highway Act of 1954. This act authorized $875 million for each of the fiscal 
years 1956 and 1957 (exhibit 1). Although there is some variation in rate of 
progress in the various States, for the program as a whole, it can be said Federal- 
aid projects are being initiated at approximately the current authorization rate. 

Except for secondary projects handled under the 1954 secondary road plan, 
Federal-aid projects pass through the same administrative steps in all States 
and regardless of project size. After funds have been apportioned and made 
available, the State prepares and submits a program of projects. This briefly 
describes the projects as to their location, character of work, length, and estimated 
cost. Following program approval the State prepares and submits detailed plans 
and specifications for each project. These are reviewed by engineers in district 
offices of the Bureau of Public Roads, and if found satisfactory the State is auth- 
orized to advertise for bids. The contract is awarded to the lowest acceptable 
bidder and the project advances to contract awarded status. The contractor 
then starts work and as construction is accomplished the State pays the contractor 
and claims reimbursement for the Federal share of the cost. 

Secondary road plan projects advance directly from program status to award 
of contract, without review and approval of the individual project plans, specifi- 
cations, and estimates by public roads engineers. 

The effect of increased authorizations on the different steps in the operation of 
the Federal-aid program is shown by the following comparison of accomplishments. 


Millions of Dollars 


Steps in program 


1955 calendar | 1954 calendar | 1953 calendar 


year year year 


Programs approved a $908 777 $484 
Plans approved____- $s 848 685 548 
Contracts awarded... ban 784 658 545 
Work started 772 657 538 
Work done 675 600 519 

657 562 505 


The rapid expansion of the program has brought recordbreaking monthly 
and daily totals of work moving into the several steps. For instance, during 
November 1955, $101 million of Federal-aid funds were covered by approved 
plans and during December $79 million were paid to the States. In both instances 
the Federal-aid funds represented approximately 50 percent of the total cost of 
the work involved. Payments on single days often reach impressive totals. 
During the current fiscal year payments of Federal-aid funds have exceeded $10 
million on 5 different days, and on December 19 a record of $16 million was paid to 
the States for construction put in place on Federal-aid highway projects. 

The Federal-aid projects completed during 1955 provided improvements to 
22,240 miles of highway and the construction of 3,851 bridges over 20-foot span. 
The improvements included the elimination of 228 railway-highway grade crossings 
and the protection of 305 grade crossings by the installation of flashing lights or 
other appropriate protective devices (exhibit 2). 
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Federal-aid work under construction on March 1, 1956, totaled 16,911 miles. 
Plans had been approved for 3,357 miles on which work had not yet been started. 
Improvements for an addition 15,283 miles had been programed (exhibit 3). The 
estimated cost of these improvements is approximately $3 billion of which Federal 
funds amount to almost $1.6 billion (exhibit 4). Federal funds totaling $577,984,757 
were paid to the States during the fiscal year 1955 for work done on projects under 
construction or completed (exhibit 5). Balances of apportioned funds remaining 
available for the programing of additional projects amounted to $633,273,152 on 
March 1, 1956 (exhibit 6). This includes balances of the 1957 fiscal year authori- 
zation of $875 million which was apportioned and made available August 9, 1955. 

Annual Federal-aid highway authorizations determine the magnitude of ultimate 
expenditures. The authorization for each fiscal year is apportioned among the 
48 States, the District of Columbia, Hawaii, and Puerto Rico, in accordance with 
formulas prescribed by the Congress in the authorizing legislation. The budget 
estimates cover the estimated amount of cash required in the budget to reimburse 
the States for work done on approved projects. The budget estimate for 1957 
anticipates that cash requirements will be somewhat less than the $875 million 
authorized for the current year and the budget year because all States have not 
yet stepped up their expenditure rates to the level of the larger authorizations. 

Experience has shown that dependable expenditure estimates can be deter- 
mined by projecting the time interval or lag between plan approvals and payments 
for work done. This timelag decreased from 15% months on June 30, 1954, to 
15 months on June 30, 1955. The estimate for fiscal year 1957 is based on con- 
tinuation of the 15-month lag. 

The 1957 estimate includes $13,200,000 for the cost of administration and high- 
way research. This is the same amount that was included in the current year’s 
budget in spite of the increased operating workload that has been described earlier 
in this statement. Actual obligations and expenditures for administration and 
research during the current fiscal year will undoubtedly be less than the original 
1956 estimate mainly because of the difficulty of recruiting qualified highway and 
bridge engineers. Nevertheless a continuous policy of management improvement 
has contributed to the anticipated savings in this activity. 

It will be necessary in fiseal year 1957 to inerease the engineering and adminis- 
trative staff to meet the ever-increasing workload of the Federal-Aid highway 
program. Management emphasis on efforts to attain improvement and simplifi- 
cation of procedures will be continued during the fiscal year 1957 and it is believed 
the program can be properly administered and necessary research continued within 
the same amount approved for the current year. 


EMERGENCY RELIEF 


The Federal-Aid Highway Act of 1952 authorized a continuing emergency 
fund of $10 million to match an equal amount of State funds to repair damages 
to the Federal-aid primary or secondary highway systems resulting from disaster 
over a wide area. Replenishment of this amount annually was authorized by 
the act. 

From passage of the act until the fiscal year 1956 annual requirements have been 
considerably less than the $10 million available. However, during the fiscal year 
1956 there has been extraordinary damage to highways from natural disasters. 
Floods caused by the heavy rains associated with hurricanes Connie and Diane 
struck the east coast in mid-August 1955. The floods affected South Carolina, 
North Carolina, Pennsylvania, New Jersey, New York, Connecticut, Massa- 
chusetts, and Rhode Island with the major damage centered in the area bounded 
by northeastern Pennsylvania, northern New Jersey, southeastern New York, 
southwestern Massachusetts, and western Connecticut. The smaller rivers in 
northeastern Pennsylvania, particularly those in the vicinity of Stroudsburg and 
Scranton, the Delaware River, the smaller rivers in northern New Jersey, the 
streams in the Hudson Valley of New York and the rivers flowing through western 
and central Massachusetts and Connecticut all rose to flood stage in a very short 
time. The damage to the towns and cities bordering the streams and to the high- 
ways crossing the streams was tremendous. Fourteen of the older bridges crossing 
the Delaware River and connecting Pennsylvania and New Jersey were damaged. 
The New Hope-Lambertville Bridge, on one of the main roads between Phila- 
delphia and New York, was severely damaged, and the only free bridge between 
Easton and Phillipsburg was completely destroyed. Both of these structures were 
on the Federal-aid systems. Several bridges on other main routes crossing the 
Brodhead and Pocono Creeks at Stroudsburg were completely destroyed. 
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In Massachusetts damage was severe. The main east-west traffic route (traffic 
route 20) on the Federal-aid system was closed by bridge washouts in several 
places. The highway damage extended approximately 125 miles in an east-west 
direction and was most severe just north of the Connecticut line. 

In Connecticut, nine bridges were destroyed and 35 miles of road were damaged 
on the Federal-aid primary system. Twenty-seven bridges were destroyed and 
58 miles of road were damaged on the Federal-aid secondary system. 

On October 13, additional floods struck the northeast and caused additional 
damage, particularly in New York, Massachusetts, and Connecticut. 

The week before Christmas 1955, severe storms struck the West Coast. Cali- 
fornia, Oregon, Nevada, and Idaho were affected. The most severe highway 
damage occurred in northern California and southern Oregon. Some of the heav- 
iest damage in California occurred on U. 8. 101 between Layton and Garberville. 
The main highway bridge at Douglas City was destroyed. Considerable highway 
damage also occurred along the Klamath River. 

In Oregon the main highway at Reedsville was closed by a 100,000 cubic yard 
slide. A bridge over the Illinois River was completely destroyed. 

Rains during the week of January 9 and the week of February 19 caused addi- 
tiondal damage. The February 19 damage extended into Washington but it is 
not known as yet if Washington will request Federal assistance in the repair of 
flood damage. 

In western flood areas, the Bureau of Public Roads was also delegated the 
responsibility by Federal Civil Defense Administration for the repair of flood- 
damaged roads and streets not located on the Federal-aid highway systems. The 
cost of temporarily repairing this damage, which will be performed by the State, 
counties, and cities under Bureau of Public Roads direction with Federal civil- 
defense funds will amount to about $4,630,000. 

A cloudburst in which a reported 43 inches of water fell in 48 hours, occurred 
in Hawaii on January 25. At least one major bridge was lost and considerable 
highway damage occurred on the Federal-aid highway system. The Territory of 
Hawaii will request assistance in this work which is estimated to cost. $150,000. 

A tabulation is attached (exhibit 7) which reflects, by States, a summary of the 
damage which accrued to highways during the period August 15, 1955, to March 
13, 1956, as well as the estimated Federal participation which it is expected will be 
requested by the States. 

In order to provide adequate Federal relief special legislation is currently under 
consideration by Congress which would increase the authorization for the current 
fiscal year by $20 million and bring the total to $30 million. A similar provision 
is included in H. R. 8836, the highway legislation under consideration by the 
House Public Works Committee, commonly referred to as the Fallon bill. 


FOREST HIGHWAYS 


The forest highway program is similar to the Federal-aid highway program in 
that both annual authorizations and contract authority are provided in Federal- 
aid highway legislation, The Federal-Aid Highway Act of 1954 authorized the 
sum of $22,500,000 for each of the fiscal years 1956 and 1957 for forest highways. 
The authorizations are apportioned according to the area and value of Govern- 
ment- owned land in the national forests in the several States, Alaska, and Puerto 
Rico. The 1956 authorization was apportioned and made available July 1, 1954, 
and the 1957 authorization on August 9, 1955 (exhibit 8). 

The forest highway system currently consists of 24,223 miles. Of that total, 
12,304 miles are in the 11 most westerly States, South Dakota and Alaska; while 
11,919 miles are located in 26 other States and Puerto Rico. Approximately 
75 percent of the forest highway system is coincident with the Federal-aid sys- 
tem, and more than 800 miles also form a part of the National System of Interstate 
Highways. Inthe Western States particularly, the forest highway sections of the 
Federal-aid system form important links in the main highways of the country. 

Over the years the States, counties, and Federal Government have continued 
progressiv e improvement of the forest highw ay system, but nevertheless its condi- 
tion remains inadequate for the traffic requirements of today. Generally speaking, 
class I forest highways, those located on the Federal-aid primary system, are more 
deficient than the ¢ adjoining sections of Federal-aid primary routes and therefore 
represent the weakest links in the important Federal-aid system. It is note- 
worthy that approximately one-fourth of the forest highway mileage in the 11 
Western States (3,260 miles) is either unconstructed, or remains on alinement of 
very low standard without a surface of gravel or comparable material, Similarly, 
large proportions of the system are deficient with respect to design standards and 
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surface condition. Comparable design inadequacies and many wornout or obso- 
lete surfaces are found in many sections of the system in the Eastern States. 

While Federal-aid highway legislation authorizes expenditures of forest-high- 
way funds for maintenance purposes, it is the practice of the Bureau of Public 
Roads to transfer all forest-highway improvements to the States for maintenance 
following a 2-year post-construction period. During the past 5 years the States 
and other local subdivisions have expended an average of approximately $16 
million annually for maintenance on forest highways. 

During 1955 improvements were completed on 762 miles of forest-highway 
routes. These improvements had a total cost of $27,028,822, including $25,746,- 
438 of forest-highway funds. Projects having a total length of 426 miles were 
under construction on March 1, 1956. An additional 108 miles were approved 
but not yet under construction, and 543 miles were programed for construction 
(exhibit 9). 

As of March 1, 1956, projects programed but not yet placed under construction 
involved $22,882,831 of forest-highway funds. An additional $22.526,227 of 
forest-highway funds was allotted to active projects leaving a balance of $3,533,212 
available for programing to additional projects (exhibit 10). 

In the forest-highway program construction contracts are generally between 
the Federal Government and the highway contractors. Claims for work per- 
formed are submitted directly to the Government by the contractors on a monthly 
basis. The budget estimate for this program represents the anticipated cash 
requirements for liquidating contracts on previously authorized work. Expendi- 
tures during this fiscal year to March 1, 1956, have totaled $19,253,946. The 
eash balance remaining March 1 totaled $2,674,057. Funds will be exhausted 
before the close of the fiscal year, and a supplemental appropriation has been 
requested in order that contractors’ claims for work performed may be paid 
currently during the remainder of the current fiscal year. 

Although forest highway funds are apportioned in advance of the fiscal year for 
which authorized and contract authority is used in the conduct of the forest 
highway program in accordance with section 6 of the Federal-Aid Highway Act 
of 1954, administrative controls are exercised so that the level of the program is 
maintained at approximately the annual authorization rate of $22,500,000. 


PUBLIC LANDS HIGHWAYS 


The Federal-Aid Highway Act of 1954, in carrying out the provisions of section 
10 of the Federal-Aid Highway Act of 1950, authorized $1 million for each of the 
fiscal years 1956 and 1957 for construction and improvement of highways through 
public lands in those States with large areas in Federal ownership. These funds 
are made available on the basis of the needs in the various States as determined by 
the Commissioner of Public Roads, upon application of the highway departments 
of the respective States, and without regard to any apportionment formula. 

During 1955 improvements were completed on 55 miles of public lands highways. 
These improvements had a total cost of $3,570,555, including $3,258,941 of public 
lands highway funds. 

Public lands funds authorized for the fiscal years 1955 and 1956 have been 
allotted to projects in 10 States. The $1 million authorized for 1957 will become 
available for allocation on July 1, 1956 (exhibit 11). On March 1, 1956, the 
funds allocated to projects not yet covered by approved plans totaled an estimated 
$629,000, and projects covered by approved plans or under construction involved 
an additional $680,000. Projects completed under the 1955 and 1956 authoriza- 
tions totaled $2,186,000. 


INTER-AMERICAN HIGHWAY 


Reasonably good progress has been made with the accelerated program for 
completion of the Inter-American Highway since the fiscal year 1956 appropriation 
of $62,980,000 was made available last July. Since July 1, 1955, agreements have 
been executed with Guatemala, Honduras, Costa Rica, and Panama providing 
for the commitment of $26 million of Federal funds. By the end of the fiscal 
year, it is expected that an additional $12 million will be covered by formal agree- 
ments, which will bring the total to $38 million obligated during fiscal year 1956. 
These agreements involve negotiations with the several republics and are, by their 
very nature, time-consuming. 

As of March 1, 1956, within the funds presently obligated, contracts have been 
let on approximately 186 miles, contracts on 216 miles are to be awarded in March, 
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and an additional 154 miles are expected to be placed under contract by the end 
of the fiscal year. This will mean that approximately 556 miles of the 1,025 
miles upon which construction work is yet required, will have been placed under 
improvement during the fiscal year. 

everal factors affect the obligation of Federal funds and the letting of construc- 
tion contracts on the Inter-American Highway. For example, the time-consuming 
ioan negotiations between the Republic of Costa Rica and the Export-Import 
Bank, by which Costa Rica is financing their one-third share of construction costs, 
and the necessary approval of the loan agreement by the Costa Rican Congress, 
have just recently made Costa Rican funds available. Since, by agreement with 
Costa Rica, the Bureau of Public Roads will be the contracting agency for con- 
tracts in that Republic it is necessary that cooperator funds be on deposit in the 
United States Treasury before contracts can be executed. 

Some difficulties are being encountered in the bridge-construction phase since 
the steel market is, and will continue to, affect progress. Present quotations for 
delivery of structural shapes are 9 to 12 months after order is placed. Structural 
concrete is being incorporated into the bridge design to the maximum extent 
practicable, but structural steel must be used on most of the larger bridge 
structures. 
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Exuipit 2.—Federal-aid highway projects completed during calendar year 19565 


| Number of railway- | Number of 
highway grade cross- railroad 
ings grade sep- 
Number of |—— ee ee aration : 
| bridges | | structures 


_ ; recon- 
| Eliminated) Protected structed 
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Delaware. 
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Mississippi 
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Washington 300. 

SR atk hs cies wa beste iseeunilinasiaod 6A. § 

Wisconsin | 491. 

Wyoming 216. 

8. 

District of Columbia 4.6 

PE SD ctkacticipacssienbnbceennnsessed 12. 


22, 239. 6 


_ 
too 


_ 
tn 00 Go 


— 


~ 


eooowt Oe uw 


~] 


bt 





DUP OWN WH CAN DNHHRODBDWOONKS 


mono 


Im 


b 




















425 


ExuiBiT 3.— Mileage of active Federal-aid highway projects, as of Mar. 1, 1956 


Mileage 
State 
tate Approved 
for con- Programed Total 
struction 


| Under con- 
struction 





Alabama_. ; oceeu wk .6 | 42.9 
Arizona ; ; ie + 43. 
Arkansas... ; : ; 26. 
California E eolaadl ; 16. 
Colorado. - 58. 4 43. 
Connecticut ; ; .§ 1, 
Delaware : ean sas 28. 42. 
Florida dons tte ween ie 60. 
Georgia aeaiea 3. 43. 
Idaho ’ 
Illinois 

Indiana 

lowa 
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Mississippi 
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New York 

North Carolina 

North Dakota 
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Exnisit 4.—Status of active Federal-aid highway program as of Mar. 1, 1956 
[Thousand dollars] 


| 
= . A pprovec 
| Under construction Approved for 


: -rogre “4 ‘otal 
construction Programed Total 





Federal fund > sd Fh | -|+——_—— — 


Total Federal lotal Federal | Total Federal Total Federal 
cost funds | cost funds cost funds | cost | funds 


Primary __.--- | $633,875 | $328,089 | $219,880 | $114,901 | $280,059 | $147,497 |$1, 133,814 | $590, 487 
Secondary..--------} 384, 138 | 198, 434 | 29, 230 15, 059 | RS, 49: 9, 925 701, 861 363, 418 
Urban ; 573,323 | 278, 956 138, 451 69, 706 3, 4: , 659 | 865, 405 | 429, 321 
Interstate 187,525 | 110,239 | 71, 950 43,590 | 58, 211 36, 135 317, 686 189, 964 





Total. , 778, 861 | 915, 718 | 


459, 711 243, 256 780,194 | 414,216 | 3,018,766 | 1,573,190 
| | | | | 
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Exutpit 5.—Federal-aid expenditures, by States, during the fiscal year 1955 


State Primary Secondary Urban Interstate Total 


Alabama $10, 49o, 446 $4, 742, 763 $1, 611, 016 $215, 143 $17, 067, 368 
Arizona 3, 859, 680 2, 367, 928 385, 389 361, 644 6, 974, 641 
Arkansas 5, 121, 541 4, 993, 583 729, 468 27, 438 | 10, 872, 030 
California_-. 2, 180, 627 7, O61, 817 5, 419, 252 | 2, 026, 973 | 37, 688, 669 
Colorado : ; , 450, 794 2, 818, 476 863, 197 224, 860 8, 357, 327 
Connecticut 748, 099 570, 156 . 189, 070 113, 707 | 2, 621, 032 
Delaware 2, 439, 616 695, 374 586, 422 115, 818 3, 837, 230 
Florida_- , 154, 892 3, 108, 055 3, 369, 966 5, 982 | 10, 638, 895 
Georgia : , 710, 929 5, 069, 528 , 470, 751 890, 380 14, 141, 588 
Idaho , 352, 463 3, 931, 218 165, 828 182, 842 8, 632, 351 
Illinois , 279, 993 3, 685, 566 , 117, 527 904, 662 | 26, 987, 748 
Indiana , 036, 246 3, 454, 917 2, 225, 959 458, 417 | 10, 175, 539 
Iowa }, 802, 532 4, 683, 068 2, 286, 384 456,010 | 14, 227, 994 
Kansas , 095, 750 5, 595, 819 , 857, 613 , 313, 975 , 863, 157 
Kentucky , 263, 106 3, 500, 948 , 329, 231 , 093, 285 
Louisiana 3, 124, 388 2, 867, 914 , 494, 496 208, 820 | , 105, 418 
Maine , 780, 410 , 410, 835 610, 586 108. 475 | 3, 910, 306 
Maryland , 692, 101 | , 816, 893 560, 613 | 146, 598 , 216, 205 
Massachusetts , 370, 666 , 050, 584 5, 170, 642 318, 206 | 910, 098 
Michigan , 125, 682 5, 114, 72 }, 788, 207 940, 692 969, 305 
Minnesota }, 977, 181 4, 634, 631 2, 181, 977 741, 035 | 534, 824 
Mississippi ; , 409, 347 , 300, 550 712, 778 475, 470 | , 898, 145 
Missouri 8, 798, 736 | 3, 464, 860 3, 700, 796 | | 678, 531 
Montana r me , 631, 588 3, 425, 226 333, 948 ; | ¥, 390, 762 
oe de ee 806, 559 | , 050, 891 594, 708 9, 452, 158 
Nevada... ....--. 030, 802 | 197, 779 9, 352 | 547, 785, 174 
New Hampshire | 388, 204 378, 392 , 010, 943 | ' 2, 779, 447 
New Jersey ; 835, 704 | 615, 637 961, 801 166, 539 6, 579, 681 
New Mexico- 459, 482 , 858, 774 436, 036 , 036, 234 8, 790, 526 
New York ‘i 315, 181 | , 584, 790 735, O97 | 27, 841 45, 662, 909 
North Carolina 437, 908 | 5, 130, 798 2, 035, 520 608, 543 13, 212, 769 
North Dakota............... Ps 909, 431 2, 310, 057 135, 836 446, 792 | 5, 802, 116 
Ohio_- we , 537, 201 5, 180, 531 289, 452 854, 763 | 19, 861, 947 
I Se ee ee 408, 500 , 993, 587 497, 647 | 508, 540 10, 408, 274 
Oregon 724, 787 , 461, 828 928, 980 | 905, 259 9, 020, 854 
Pennsylvania 682, 175 }, 859, 201 , 027, 529 682, 591 30, 251, 496 
Rhode Island 26.3 620, 477 | 099, 822 514, 431 | 2, 234, 730 
ny aad , 000, 211 | 3, 226, 478 510, 244 | 7, 149, 668 
re ene, ne ee 3, 478, 563 2, 121, 346 270, 666 67, 159 | 5, 937, 734 
Tennessee 5, 155, 970 , 011, 140 , 883, 413 | 354, 425 | 11, 404, 948 
a ere ee, ), 635, 100 | 244, 200 255, 500 734, 600 33, 869, 400 

: 2, 164, 248 , 754, 874 , 170, 732 | 25, 890 | 5, 115, 744 
Vermont , 017, 109 964, 545 261, 692 | 128, 818 2, 372, 164 
es et  cadeeel , 278, 246 | 3, 192, 663 , 623, 759 272, 161 10, 366, 829 
Washington __-_-_-_-- , 011, 589 | 2, 330, 929 , 107, 864 | 176, 030 | 8, 626, 412 
West Virginia , 620, 150 , 695, 433 352, 029 212, 030 | 5, 879, 642 
Wisconsin , 815, 585 3, 940, 617 722, 058 | | 11, 496, 041 
Wyoming , 682, 217 , 903, 950 215, 756 | 4, 956, 126 
Hawaii ; , 370, 793 649, 710 338, 217 2, 363, 680 
District of Columbia 230, 077 | 837, 570 | 2, 289, 732 3, 357, 379 
Puerto Rico 771, 264 | , 092, 170 1, 000, 827 2, 864, 261 
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248, 297, 396 | 053, 245 144, 340, 937 20, 293,179 | 577, 984, 757 
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Exuipit 6.—Unprogramed balances of postwar Federal-aid highway funds as of 
Mar. 1, 1956 


State Primary Secondary Urban Interstate Total 


Alabama $2, 781, 740 $1, 416, 691 $2, 878, 139 $872, 471 $7, 949, 041 
Arizona a , 241, 985 | 836, 621 447, 297 , O95 , 624, 998 
Arkansas- ---- eee ; i , 966, 381 , 142, 811 1, 797, 954 , 872, 845 , 779, 991 
0 ee ale aaiaiie 2, 782, 000 , 943, 493 328, 410 ‘ , 053, 903 
Colorado ; 430, 6385 572, 975 1, 762, 694 2, 685, 580 3, 451, 884 
Connecticut. -- iio 755, 290 709, 614 701, 934 3, 304, 752 22, 471, 590 
Delaware._-_.-_- J 623, 304 | , 813, 651 408, 054 , 255, 881 5, 100, 890 
Florida 234, 127 245, 027 929, 531 2, 736, 925 , 145, 610 
Georgia__-. 3, 631, 141 188, 751 | 3, § SY9 5, 908, 051 | 21, 632, 842 
Idaho 732, 754 | , 375, 442 063 2, 684, 320 i, 793, 579 
DEE... cccnuiielabetede aiid , 702, 764 , 136, 240 5, 348, 350 5, 491 5, 962, 845 
Indiana. __- bi hcctteeD acdieta nite aan , 456, 256 | 973, 453 | 3, 298, 422 8, 315, 315 27, 043, 446 
Iowa. .-._-- ae 269, 959 | 7, 641 244, 963 , 982, 770 , 785, 333 
Kansas. ......- <i pchwne 5, 836, 336 | 845, 640 | 560, 989 24,014 , 966, 979 
Kentucky wont 5, 760, 321 , 682, 712 | 3, 390, 192 3, 618, 606 5, 451, 831 
Louisiana. ---.-.-- minal aad 956, 101 | 479, 884 2, 895, 609 5, 467, 714 9, 799, 308 
Maine . 770, O86 858, 825 , 589, 208 , 562, 969 | , 781, 088 
Maryland_- 778, 882 283, 912 2, 468, 546 225, 540 5, 756, 880 
Massachusetts_- 589, 335 744, 585 , 229, 704 006, 390 3, 570, 014 
Michigan 945, 539 967, 664 , 869, 086 517, 143 2, 299, 432 
Minnesota Seyene eS 889, 511 806, 345 616, 014 713, 939 , 025, 809 
Mississippi 779, 002 931, 322 , 272, 442 276, 985 | 2, 259, 751 
Missouri 474, 743 117, 328 145, 706 57, 465 , 795, 242 
092, 526 | 353, 648 821, 374 124, 296 | , 391, 844 
271, 310 269, 038 621, 996 386, 608 3, 548, 952 
930, 336 397, 447 132, 088 , 979, 409 , 439, 280 
850, 764 607, 608 698, 651 119, 674 | }, 276, 697 
364, 881 418, 649 8, 576, 352 ), 621, 239 | 20, 981, 121 
673, 772 | 082, 599 | 629, 953 | 804, 065 7, 190, 389 
800, 805 678, 913 28, 203, 035 984, 521 | 52, 667, 274 
271, 370 261, 615 | 1, 203, 600 001, 615 | 3, 738, 200 
, 006, 828 | 085, 602 | 724, 365 737, 463 | 5, 554, 258 
018, 682 969, 540 , 337, 407 444, 267 25, 769, 846 
, 013, 570 069, 033 | , 767, 747 022, 644 14, 872, 994 

Oregon $24, 713 158, 770 | 606, 210 6, 777 4, 596, 470 
Pennsylvania_ | , 352, 930 628, 132 | 10, 139, 872 5, 108, 398 30, 229, 332 
Rhode Island 209, 345 | 939, 166 | 181, 433 | 316, 737 1, 646, 681 
336, 400 864, 531 | 974, 715 , 208, 546 11, 384, 192 
South Dakota 307, 652 | 698, 571 | 40, 979 | 249, 147 1, 296, 349 
‘Tennessee 128, 323 | 656, 818 | 3, 581, 508 7, 373, 163 17, 739, 812 
847, 839 | 437, 899 | , 974, 661 | 532, 636 19, 793, 035 
732, 845 | 153, 604 , 066, 416 77, 037 | 5, 029, 902 
502, 692 | 590, 559 | 177, 688 232, 153 4, 503, 092 
257, 085 2, 927, 363 | 441, 880 | , 560, 020 | 16, 186, 348 
947, 217 1, 094, 139 | , 974, 415 761, 439 | 6, 777, 210 
West Virginia 533, 898 | 7, 892, 75 910, 611 , 031, 173 16, 368, 432 
Wisconsin 093, 787 | 3, 791, 439 | , 649, 833 9, 429 13, 724, 488 
Wyoming | 57, 957 212, 130 | 15, 656 51, 542 337, 285 
2, 824, 559 925, 296 | 766, 951 | PS 4, 516, 806 

2, 542, 894 1, 560, 905 | 3, 334, 494 2, 135, 8: 9, 574, 127 

4, 299, 728 3, 494, 945 3, 841, 777 11, 636, 450 
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ExuiBit 7.—Estimated flood damage to highways during major disasters August 165, 
1955 to March 13, 1956 


| On Federal-aid system 


All highway | Off Federal- 
damage | aid system 


S . . 
States Emergency 
Total | relief funds 
| required 


| 


Northeastern States (floods of Aug. 1955, Con- 
nie and Diane; and Oct. 13, 1955): | 

Connecticut $31, 426, 400 284, 100 $13, 142, 300 $5, 750, 000 

| 23, 882, 000 | , 927, 300 | 7, 954, 700 3, 318, 000 

| 9, 678, 500 | , 680, 000 4, 998, 500 1, 850, 000 
New Jersey | 8, 851, 700 | , 526, 700 3, 325, 000 1, 542, 000 
Pennsylvania 20, 163, 000 3, 637, 000 11, 526, 000 5, 763, 000 
Rhode Island 900, 000 | 650, 000 | 250, 000 





Total, Northeastern States_.............- 94, 901, 600 53, 705, 100 41, 196, 500 | 


Far Western States (flood of December 1955): | 
Le a eee a , 500, 000 17, 000, 000 
. , 000, 000 | 700, 000 300, 000 
ID os chases scteabdl essen seston et ines oiitagl sash ene! 230, 000 EE idnncenmeommni 
Oregon } , 300, 000 , 200, 000 | , 100, 000 
Washington | 200, 000 200, 000 


Total, Far Western States................ 38, 230, 000 19, 830, 000 3, 400, 000 


9, 200, 000 
Hawaii (rains of Jan. 25, 1956) 150, 000 (?) 


150, 000 | 75, 000 





Grand total : ~ 433, 281,600 | 73,535,100 | 59,746,500 | 27, 498, 000 





1 No Federal-aid request. 
2 Not available. 


Exuisit 8.—Apportionment of forest highway funds authorized for fiscal year 1957 


State Sum apportioned State Sum apportioned 
Alabama_ -- -- : ; $64, 406 | New Mexico- -- - -- Pane $901, 637 
OS SS coe ._... 1, 276, 539| North Carolina_ -_. 138, 38 
Arkansas__ 305, 727| North Dakota_ - 80 
California — ~~ -- 3, 221, 556} Ohio_- 12, 
Colorado- - -- deeb 1, 613, 114 | Oklahoma_ 15, ! 
Florida____ be ‘ 130, 657 | Oregon___- 3, 098, 
Georgia - - - - -- aes 79, 045 | Pennsylvania 59, 95 
Idaho _-- seileee 2, 290, 177 | South Carolina 73, 7- 
Tllinois__ : 27, 236 | South Dakota___- 176, 218 
Indiana cag os. 14, 894 | Tennessee 75, 414 
ee : ons 730 | Texas__ 71, 201 
Kentucky 16, 225) Utah - - 746, 983 
Louisiana_ _ _ - ; 51, 900 | Vermont 39, 914 
Maine- _-_-- a 8, 425 | Virginia 146, 009 
Michigan : 241, 249| Washington _ __ 1, 563, 389 
Minnesota___- _--- eer 310, 567| West Virginia 88, 741 
Mississippi - - - - - - - - - 106, 109 | Wisconsin 125, 716 
Missouri = ‘ i 114, 670| Wyoming 959, 531 
Montana__-- an 894 | Alaska 1, 960, 788 
Nebraska Opes 20, 997) Puerto Rico 6, 344 
Nevada. --_----- ae 500 — 
New Hampshire ee 200 Total 22, 500, 000 
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Exuisit 9.— Mileage of active forest highway construction projects as of Mar. 1, 1956 


Mileage 


Approved 
for con- Programed Total 
struction 


Under con- 
struction 
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Oregon i Figen 
Pennsylvania... -.......-- 
South Carolina___-- 

South Dakota_---- 
‘Tennessee _- 
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Virginia : 

Washington a 
West Virginia -------- 
Wisconsin 
Wyoming. 
Alaska. 
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Exuisit 10.—Status of forest highway funds by States as of Mar. 1, 1956 


State Programed Active | Total Unprogramed 
ae projects projects ss balance 


Alabama. bi : : $26, 000 $26, 000 | $78, 525 
Arizona_.- aan ; , 063, 062 $1, 093, 640 2, 156, 702 87, O80 
Arkansas--. ‘ a 220, 000 746, 466 966, 466 61, 443 
California : , 3, 805, 040 3, 072, 700 3, 877, 740 631, 569 
Colorado- a , 801, 894 1, 269, 350 3, 071, 244 53, 903 
0 Se se ; = 7 773, 972 773, 972 | 119, 256 
Georgia. ..-- a iE ; 130, 000 67, 319 197, 319 89, 441 
Idaho... , a iaibraek Lcd 2, 389, 717 1, 889, 145 | , 278, 11, 439 
OT erie : pili sate 137, 474 137, 474 | 74, 084 
Indiana. .--- ‘ se . 92, 154 Sooke 92,154 | 32, 322 
Iowa. ‘ ‘ ; 6, 452 | 6, 452 | 704 
Kentucky--- ‘ | “ . 7 58, 933 
Louisiana ----_---- : a 230 299, 230 | 58, 813 
Maine 7 rae ; : me 8, 728 Rts | 8, 728 | 10, 345 
Michigan. - -- bal ata 138, 200 215, 500 353, 7 199, 183 
Minnesota- -_.----- aa ; 277, 433 |- ee | 277, 433 |_- - 
Mississippi = ‘ ‘ ’ 292, 000 | 5, 000 307, 000 | 3, 618 
Missouri —_ ‘ y 57, 553 | , 509 60, 062 586 
Montana-.- ie ; 3 284, 559 | 3, 751 , 352, 310 , 726 
CS Eee Se 70, 197 , 463 | 73, 660 ? : 
Nevada._-. ; ‘ é. 610, 000 | 05, 248 , 075, 248 ), 263 
New Hampshire. -_........--- : nt 121 | 398, 121 5, 445 
New Mexico abe 827, 941 | 000 , 179, 941 , 995 
North Carolina_ --.--. 107, 500 385 | 290, 885 

North Dakota___- bis SS cose iene } 
ect ten ; 10, 000 |_- Sa 000 

Oklahoma. Ca ae 

Oregon . 3, 965, 670 | , 377, 000 | », 342, 670 | 

Pennsylvania - -- 210, 000 | 210, 000 | 105, 983 
South Carolina... 15, 000 16, 500 31, 500 68, 898 
South Dakota__. 190, 564 229, 000 9, 564 | 20, 792 
Tennessee | 374, 740 ‘ 740 34, 417 
Texas ad | ae is . 115, 641 
Utah__- ‘ | 772, 456 517, 150 , 289, 606 67, 207 
Vermont | 111, 365 | , 365 41, 894 
Virginia __ 155, 500 | 10, 000 45, 500 156, 963 
Washington , 405, 823 , 530, 049 , 935, 872 59, 57 
West Virginia. ; 16, 350 243, 400 | 259, 750 59, 012 
Wisconsin_--. 237, 700 | 22, 500 | 0, 200 | 28, 801 
W yoming ‘ ; ‘ . , 968, 308 000 ' 308 59, 525 
Puerto Rico 60, 610 


Ree ee ons ~~” 1, 937, 030 250 3, 987, 280 | 49, 032 


} 
| 
22, 882, 831 | 22, 526, 227 5, 409, 058 3, 533, 212 








“SpUNJ $O-I96I UM poouwuy Os[y 1 





98Z “999 


[FE “OSI Z% 66F “ET 


PLS ‘ECE 


000 “G2z 


000 ‘00€ 
. 000 “CF 
000 “SOT 


000 “SZZ 
000 “SLI 
000 ‘OST 


000 “SZT 
¢'L6I 
000 “£92 


000 “OOF 


000 ‘OS? 


000 ‘002 


000 ‘061 


66F ‘8$ 





GZ ‘OST 





6LF ‘OTE$ 





uoryoni4s 
-uod Japun AjTuo 
| jou ‘peaoid | pomreizolg | 
| -desuyg | 


poureld 
-Old jou 
‘poqeoo[Ly 


uoljon14s 


Pae[dWI0D | 409 Jopup 


syofoid 0} pezeool[e spun [elope 





000 “C6F *E 


000 ‘00 
000 “Sh 

000 “SOT 
000 “SZz 
000 “SLI 
000 “OST 


“CSI 


000 


L8¢ “261 


000 ‘002 
000 “€92% 
000 ‘OOF 
000 “OSE 
O9T ‘OOT 


000 “002 


000 ‘O6T 
66F ‘8 


G2Z ‘OST 


6b ‘O1E$ 


[VI0.L 


*s}Todour10y |, 
pus JuOYsOyS u90MJ0q UOAURD JOAIY PUTA UT ‘0% “Ss “OM UO 
= tiga OdSTO 0} UOSdMIOY |, Woy 9e-9 "S “Q UO 


-“ QUIT 84818 OpBIO[OD-YeI 0} ODSTO MOI 0¢e-9 “S “Q UO 


"Y}10U SoU [°2Z 03 YOU SoTIUT T° 


UO01}d9dXe Y}AOU SOTIUL 9°9E 0} OUT] 03BIg VPBAON WO. 96'S "A 
OUT] 0483 


U0ZIIO-BPBAIN 9} JO YWOU SepIM ZT 0} SeTIUI 2 WOT C6 *§ “Q UO 


tO 
$s 


--4so10,q [BUOIBN &IIYOVNGO 943 UI O2Z-69 "S “MQ UO 
“ples 
-19UIUING JO YINOs SIO J [BUOIYVN BIGORNG 9} Ul 127 '°S ‘Q UO 


“YQ1oU SoyIul F JUIOd B PUB UOT}VAJOSOY 

uviIpuy] OfeAeN 943 Jo Arepunog YINOs 9y} UseM4Aq ‘999 "SQ UO 
*A[OYINOS BYO ISOg POOMUSTH) JO YANOS VI TUI 34 

Ajo eM xo1dde JUIOd & WIOI] Sse1O f [BUOTIBN BILD Ul ‘99Z "SS °Q UO 


‘oumbseyy 

JO JSOMUINOS soTIu 9 JUIOd v O4 SaTTUI 6 JUIOd B UOJ $6 ‘S “OQ UO 
*Yo01Q S,[jeury Iveu 

JOATY LINOSSI[Y 38 BVI[V]Y Pusw osuLY SsBiIy) UDBMJoOd 61 “HY “§ UO 
*AJUNOD BUINZE}UOP UI SOTIUl ¢°Z YNOGeB JoJ 
A[I9YINOS puv Z911OH JO YANOS QOT 94NOY 94e1g WO UONBAIISEYy 
UBIPU] 939 UENO, ey} jo AlwpuNnog YWouU Jo YYANOs se[iul ¢ 

jnoge (1)8-H Tq efoid Jo pus YANos ye SUIUTIZEq 999 “Ss “‘Q UO 
*Z8410,Q JO YYNOs saTtur 

OI qulod & mol A[JoqINOS 9OT AVAMYSIT 018I1g PUw 999 “Ss ‘Q UO 


‘a[VPUIALY JO JSvaY4NOs SafIu ¢E*T JUIOd B 0} AdT[VA 40100g 

JO 4QJ0U SoTIUI 66 JUIOd B WO gz BJNOY 9Ie}Ig PUB gS ‘Q UO 
*“AQAING JOAIY ULBILA 

‘yeiQ ‘881004 “Ig pues “AON ‘ayinbsayy useMjeq 16 ‘§ “‘Q UO 
‘UONIBAIOSIY UVIPU] [JOMOC II 1104 0} VSayy Jo 

jsvoyylou sepium ¢ yuIod & Wiolj ABMYSI UOSARG-xXIUBOYg 94} UG 
“HONVAIOSeY UBIpu] [JaMoqo 1104 Jo Are 
-punog 4S¥d 0} ISVITIIOU JOATY VplIA JO JSAM PROY [[eMOGoIV 

Og YA Uoounf Woy ABmYysIpY UosAvg-xIUs0Yg 94} UO 





W0l1}800'T 


“[RIOL, 


(1) ZI-H1a ‘SuyuI0d 
A (j) $SI-H'1d 
as (%) 1-H 
yei9 


(St) €-H14 

(el) €&-H TA 
:U0Z019 

HT 


(1) 6-H1a4 
:BUIOYRTAO 


(2) @I-H'TA 


“(€) OI-H'I4 
“""""(8) OI-H'T4 
OOIXOJY XON 


“""(@) 22-H’I4A :epvaen 


(1) 6-H'Tad :euezuoyy 


“"""(@)8-H TA 


(8-H Ta 
[0pB1l0fogn 


““""(9)0I-H Ta *BTuIOp [VQ 
1 (10e-H'Td 
~-(*)6I-H'1d 


“-"""(9)6I-H 14 
BUu0ZIIV 


qyefoid pue a4R1¢9 





“avy fo SD ‘s79aloud ipa ybry spun) 9179gnd ‘supah qwosyf quanbasqns pun Geog] «vah wosyf fo snjD} 5 


“TI LIGIbxo 





432 


Mr. Curtiss. I would like to mention briefly first the tremendous 
growth of the highway problem since our Federal-aid program was 
first instituted back in 1916. During that 40-year period there has 
been but very little increase in our total highway mileage, but by 
contrast the traffic has multiplied some 13 times during the period 
from 1920 to 1955. This amazing increase in traffic has resulted from 
two things: First, the increased number of vehicles using the highways 
and, second, the increased number of miles each vehicle is driven 
annually. 

Back in 1916 when the first Federal Aid Road Act was enacted, we 
had a registration of 3,617,000 automobiles. Five years later when 
the 1921 act became effective we had 10,493,000 and by 1940 that 
number had moved up to 32,453,000. In 1950 it was 49,161,000 
and last year, 1955, it was 62,200,000. We estimate that by 1965 
that number will have increased to 81 million vehicles. At the present 
time these vehicles are being used at about 10,000 miles a year on the 
average. The impact of this highway transportation upon the 
Nation’s economy and upon our very way of life is very far reaching. 
Approximately one-seventh of all gainfully employed persons in the 
United States are engaged in some form of work directly or indirectly 
related to highway transportation and 1 out of every 6 retail, wholesale, 
and service businesses in the country is connected in some way with 
highway transportation. 


INTERSTATE SYSTEM 


At the present time the Congress is considering legislation which 
would continue the regular program with authorizations for primary, 
secondary, and urban work, but with special emphasis on the interstate 
system. That system, as you know, consists of 40,000 miles of the 
most important highways in the country. To build this highway 
system to modern standards is estimated to cost about $27 billion. 
The proposal in the Fallon bill is to have the Federal Government 
provide about $25 billion of that amount. This interstate system 
will serve 90 percent of all cities of 50,000 or more population in the 
United States. Although it consists of only 1.2 percent of all highway 
mileage it carries one-seventh of all traffic. When it is completed, it 
is estimated that this system will carry one-fifth of all traffic. About 
83 percent of the mileage, or 33,200 miles, will require 4 lanes or more 
and the remainder, 2 lanes. 

When I appeared before the committee recently in support of our 
supplemental estimate, I distributed a chart which showed the pro- 
gram during the several preceding fiscal years and I would like to 
show a similar chart now for the calendar years, which will give you 
a visual idea of the tremendous increase in our Federal aid program. 

You are all familiar with the several steps involved in a Federal-aid 
cooperative program. 


ACCOMPLISHMENTS OF PROGRAM DURING 1955 CALENDAR YEAR 


Last year, calendar year 1955, programs were approved involving 
$908 million of Federal-aid funds as against $777 million in the pre- 
ceding calendar year. 

Plans approved amounted to $848 million of Federal-aid funds as 
against $685 million in the preceding year. Contracts were awarded 
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for $784 million of Federal-aid funds as against $658 million in the 
preceding year and so on for work started, work done, and payments 
to States. 

There was an increase all along the line and a number of records 
were established during the year. 

In the month of November 1955, the States submitted plans for 
individual projects which we approved calling for $101 million of 
Kederal-aid funds. That is a record for any single month. Also, in 
December we established a new record for reimbursements to the 
State highway departments, paying out over $79 million in that 
month. A record for daily payments was also established when on 
December 19 we paid out $16 million. 

During 1955 the projects completed provided improvements to 
22,240 miles of highways and bridges. There were 3,851 bridges of 
over 20-foot span which were completed. There were also eliminated 
228 rail-highway bridge crossings and 305 other grade crossings were 
protected. The details of these statistics are in the general statement, 
broken down by States. 


BREAKDOWN OF 1957 FISCAL-YEAR ESTIMATES 


Our total estimate for fiscal year 1957 is $800 million. That esti- 
mate includes $785 million in payments to States. We think that is a 
very conservative estimate. 

Included in that $800 million is $13.2 million for administration and 
research. This is the same amount that was allowed in our 1956 
budget. We expect that our expenditures for administration this 
fiscal year will be under the 1956 allowance. 

We have continued our efforts in streamlining our Federal aid 
operations and during calendar year 1955 our total of personnel 
engaged in Federal aid work was reduced by another 52. However, 
since then we have begun to recruit and we will have to continue 
recruiting in order to handle the increased workload. 

In fiscal year 1954 the average dollar volume of workload per em- 
plovee engaged in the Federal aid work was approximately $1 million 
and in 1957 we estimate that for each employee, we will handle a 
total of approximately $1.4 million. 

In 1954 the average number of active projects was 9,286. That 
increased to 10,069 in 1955 and we had a high during the construction 
season of 11,637 active projects. 

Also, within this $800 million estimate is a small amount to cover 
reimbursements to our Federal aid appropriation for flood-relief 
projects. 

This past year has been an unusual one in the amount of damage 
and destruction resulting from hurricanes and floods. 

We have an annual authorization of $10 million for that work but a 
bill, S. 2861, has already passed the Senate increasing that amount for 
this year to $30 million and a similar provision is in the Fallon bill, 
H. R. 8836. 


DAMAGE TO FEDERAL AID SYSTEM RESULTING FROM SEVERE STORMS 


In the general statement we have included a breakdown of the 
damage to the Federal aid system resulting from these severe storms. 
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In the Northeast the amount of damage, on the Federal aid system 
alone, was $41.2 million and we have been asked to participate in those 
States to the extent of $18.2 million of Kederal aid. 

On the west coast the damage to the Federal aid system is estimated 
at $18.4 million and it is anticipated that the States will request partici- 
pation in all of that, or to the extent of $9.2 million. 

Also in Hawaii there has been damage to the Federal aid system 
amounting to $150,000 and we are on notice from the Territory that 
they will request $75,000 assistance in that work. 

The grand total up to now amounts to $28.7 million that we will be 
called upon to approve as the Federal-aid share of the cost of repairing 
the damage as a result of these floods. That is $18.7 million more than 
our current authorization. 

Mr. Chairman, I believe that covers the highlights of the material 
contained in the general statement which I submitted to the committee. 

Mr. Preston. Thank you, Mr. Curtiss. 

I have one question before we go into the general questioning on 
the general statement: 


PROGRESS REPORT ON INTER-AMERICAN HIGHWAY 


Please give us a brief statement as to the progress you are making 
in the work on the Inter-American Highway. 

Mr. Curtiss. Mr. Chairman, I will give you a general statement, 
and if the committee wishes, additional detail. 

Norman Wood who is in direct charge of that work is here, as is 
Mr. Turner, and they will be glad to answer any detailed questions 


that I am not entirely familiar with. We think that we have made 
reasonably good progress in getting work underway on the Inter- 
American Highway since the appropriations of $62,890,000 was made 
available last July. 

The work has not progressed quite so rapidly as we had hoped for. 
However, since July 1, 1955, we have executed agreements with Guate- 
mala, Honduras, Costa Rica, and Panama providing for the commit- 
ment of $26 million and by the end of this fiscal year another $12 
million will be covered by agreements, for a total of $38 million. 

These agreements have ‘involved negotiations with the several 
Republics and have been somewhat time consuming. 

As of March 1, contracts had been let for 186 miles and we will 
complete the che of additional contracts during this month for 
another 216 miles. By the end of the fiscal year another 154 miles 
will be placed under contract. This will mean that something over 
half, or 556 miles of the miles requiring improvement, will be under 
contract by the end of this fiscal year. By the end of the calendar 
year the balance of the mileage will be under contract. This will 
permit us to take full advantage of the dry season which begins in 
December. 

Mr. Preston. Is the $62 million going to be adequate to complete 
the project? 

Mr. Curtiss. No, sir; not with a bituminous topping. We are 
proceeding to let contracts as rapidly as we can with the view to 
completing the project as soon as we can. We are letting contracts 
so that we will have a passable road with the base, but without the 
topping, and we think it will be necessary to come back to the Congress 
with another estimate if we are to blacktop the road. 
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Mr. Preston. Did the request for $62 million which was based 
on a 6-year basis, contemplate the black topping at that time? 

Mr. Curtiss. The $74 million 

Mr. Preston. No. Mr. Curtiss, you will recall that the 
$74,980,000 was to be on a crash basis and it was a comparable figure 
to $62,980,000 on a 6-year basis. The crash basis called for completion 
of the road in 3 years. Your people testified to that, and it is all a 
matter of record. That was the dispute which we had last year. 

Mr. Curtiss. That is right. 

Mr. Preston. The only distinction between those 2 figures was 
that 1 was for a 6-year program and the other was for a 3-year program. 

Did either one of those figures deal with black topping the road? 

Mr. Curtiss. The $62 million figure did not, as I understand it, 
but the $74 million figure did. 

I would like to have Mr. Wood answer that. 

Mr. Woop. That is correct; yes, sir. The $62,980,000 does not 
include the bituminous surface but the $74 million figure does. 

Mr. Preston. We will look up the record at the proper time, but 
my recollection is that the only difference between those two figures 
was that for the larger figure would mean that it would be on a crash 
basis, and be completed within 3 years, and for the other figure it was 
estimated it would take 6 years. 

One of your people testified to that in the Public Roads hearings, 
and got the whole outfit in hot water about it. 

Mr. Curtiss. Mr. Chairman, I think the 2 figures are within $1 
million of each other. 

The extra cost of the expedited program and the estimated cost of 
the surfacing are comparable figures. 

Mr. Preston. Mr. Curtiss, do you want me to get the record down 
and prove it for you? 

Mr. Curtiss. I am sorry I didn’t hear you, sir? 

Mr. Preston. Do you want me to get your old justifications down 
and prove it for you? Mr. Bow is the gentleman who brought this 
out, according to my recollection. Am I correct on that, Mr. Bow? 

Mr. Bow. That is right. My recollection is the same as yours, 
Mr. Chairman. I could be mistaken, but I agree with what you have 
to say. 

Mr. Curtiss. I think the point is that the two figures are very 
close together—the estimated cost of the surfacing and the additional 
cost of the expedition of the program; is that not right, Mr. Wood? 

Mr. Preston. What is the amount of the surfacing cost over and 
above the basic cost? 

Mr. Woop. The total surfacing cost is about $18 million. That 
would represent $12 million in Federal funds. 

Mr. Bow. That has gone up about $3 million within the last year. 
I think last year it was $15 million; was it not? 

Mr. Woon. I think the figure of $15 million was used for last year; 
yes, sir. 

Mr. Preston. Well, we can go into this at great length but we 
have already appropriated the money and you are in the process of 
spending it. So, we will talk about this additional money when the 
request comes up. 

If it is agreeable with the committee, we will proceed with the three 
phases of this program and then go into the general questioning at the 
conclusion of the presentation of the three phases. 
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(At the request of Mr. C. D. Curtiss, the Commissioner of Public 
Roads, the following letter is inserted in the record to correct his 
verbal testimony :) 


Marcu 28, 1956. 
Hon. Prince H. Preston, Jr., 
Chairman, Subcommittee on Department of Commerce and Related Agencies, 
Committee on Appropriations, House of Representatives, 
Washington, D. C. 

Dear Mr. Preston: I have just been going over the transcript of the hearing 
on the Bureau of Public Roads estimates for 1957 which was held by your com- 
mittee on Monday, March 26. 

It is evident from our answers to one of your questions relative to the inclusion 
of black topping on the Inter-American Highway that both Mr. Wood and I mis- 
interpreted the question. I still had in mind the $62 million figure which had 
previously been referred to as representing the appropriation made last year but 
it now seems clear from reading the testimony that you had in mind the amount 
of an estimate that was made for completing the project on a 6-year basis. 

Proceeding as We are to complete the project as rapidly as possible, the $62 
million figure ($62,980,000 already appropriated) will not provide for a bituminous 
top and in that respect my answer was correct. It appears, however, that your 
question related to the estimated cost of completing the highway on a 6-vear 
basis. Interpreted this way, the $62 million figure (actually $63 million) did in- 


clude 


an estimate for the bituminous topping. 


I regret that this confusion of figures arose and I am sending you this letter in 


order that the record may be correct. 
Very truly yours, 


C. 


D. Curtiss, 


Commissioner of Public Roads. 


FrepERAL-A1ip HIGHWAys 


Program and 


financing 





Program by activities: 

1. Grants for construction: 
(a) Primary highways.- ---- 
(6) Secondary roads -. 
(c) Urban arterial routes- 
(d) Interstate highways ati 
(e) Flood-damage restoration. ._..------ ‘ 
(f) Bridges over dams : 

2. Administrative expenses --.......-.------- 


Total obligations------- 
Financing: 
Unobligated balance 
authorization) - 
Recovery of prior-year obligations 
Unobligated balance carried forward 
authorization) - -- 


brought forward (contract 


Unobligated balance rescinded (contract authoriza- | 


tion) (66 Stat. 158; 69 Stat. 233) 
Unobligated balance no longer available 


Contract authorization (new) 


(contract 


1955 actual 1956 estimate 


$326, 806, 466 
159, 177, 439 
170, 129, 544 | 

56, 921, 652 
676, 486 


$320, 000, 000 
200, 000, 000 
170, 000, 000 
110, 000, 000 

10, 000, 000 
700, 000 
13, 200, 000 


823, 900, 000 


~~ 11, 246, 571 


| 724, 958, 158 


—701, 622, 356 —837, 322, 207 
—1, 407, 638 |_- 


837, 322, 207 898, 422, 207 
17, 149, 183 |--- 
8, 600, 446 | 


“885, ‘000, 000 


885, 000, 000 





Status bof unfinanced contract authorization 


| 1955 actual 1956 estimate 





Unfinanced balance brought forward _---.-- 

Contract authorization (new) 

Proposed supplemental appropriation _- 

Unfinanced bak ance carried forward 

Unfinanced balance rescinded (66 Stat.158; 69 Stat. 233) 
Unfinanced balance no longer available-- ; 


Appropriation to liquidate contract authorization. 





$1, 813, 496, 713 
885, 000, 000 


| $1, 549, 234, 342 
| 885, 000, 000 


ia & —100, 000, 000 


|—1, 813, 496, 713 
—17, 149, 183 
—8, 600, 446 | 


|—1, 958, 496, 713 


| 595, 000, 000 | 


1957 estimate 


$197, 000, 000 
210, 000, 000 
175. 000, 000 
155, 000, 000 

10, 000, 000 
700, 000 
13, 200, 000 


760, 900, 000 


—898, 422, 207 


147, 522, 207 





1957 estimate 


$1, 958, 496, 713 
10, 000, 000 


—1, 168, 496, 713 
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Obligations by objects 





Object classification 1955 actual | 1956 estimate | 1957 estim: 


BUREAU OF PUBLIC ROADS 


Total number of permanent positions a 1, 825 | 
Full-time equivalent of all other positions . sib , 13 
Average number of all employees re 719 
Number of employees at end of year- - ; sabe 702 
Average salaries and grades: 
General schedule grades: 
Average salary : $5, 166 
Average grade__.. Serraino : iS-7.6 
Ungraded positions: Average salary - : phutanede $4, 295 


Personal services: | 
Permanent positions_- elie $9, 688, 231 $10, 690, 000 $10, 000 
Positions other than permanent ‘ 42, 420 60, 000 000 
Regular pay above 52-week base_- ata | 36, 897 | 42, 000 
Payment above basic rates_........-..---- 29, 706 40, 000 40, 000 


Total personal services. _- - : 2 9, 797,254 | 10,832,000 , 862, 000 
Travel al aE inn catia ‘ 465, 268 | , 000 | 555, 000 
Transportation of things----.- ‘ ‘ ‘ 35, 446 58,000 | 58, 000 
Communication services. --- 121, 694 140, 000 140, 000 
Rents and utility services ; 326, 519 250, 000 250, 000 
Printing and reproduction. 74, 706 100, 000 100, 000 
Other contractual services _ - i 273, 114 510, 300 480, 300 
Supplies and materials__---._---- eat 168, 414 200, 000 | 20), OOO 
Equipment. i . ‘ | 39, 595 165, 000 | 165, 000 
Grants, subsidies, and contributions. ; | 713, 711, 587 811,050,000 | 748,050, 000 
Refunds, awards, and indemnities_- ----- ‘ 1, 888 ; 

‘Taxes and assessments “i : 6, 891 8, 000 8, 000 


724, 932, 676 | 


823, 868, 300 760, 868, 300 


Total, Bureau of Public Roads- 


ALLOCATION TO BUREAU OF STANDARDS, DEPARTMENT OF 
COMMERCE 


07 Other contractual services. .-.....-...-...--- eel 23, 614 31, 700 


ALLOCATION TO COAST AND GEODETIC SURVEY, DEPARTMENT | 
OF COMMERCE 


01 Personal services: Positions other than permanent- ----_---| 426 
07 Other contractual services..................------- - 2 


08 Supplies and materials : 1, 440 


Total, Coast and Geodetic Survey__......--- ; 1, 868 


Co Se ee ; a 724, 958,158 | 823, 900, 000 760, 900, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILARLE | | 


Appropriation 000, O00 $640, 000, 000 | $800, 000, 000 
Applied to contract authorization 000, 000 —640, 000, 000 | —800, 000, 000 
Contract authorization (new) 5, 000, 000 | 885, 000, 900 | 10, 000, 000 
Balance brought forward: 
Unobligated (contract authorization) _ _- (22, 356 837, 322, 207 898, 422, 207 
Obligated: | 
Appropriation 398, 210 472, 872 |_. 
Contract authorization J , 623, 986 976, 174, 506 | 1, 060, 074, 506 


Total budget authorizations available... _..- 2, 434, 644, 552 2, 698, 969, 585 1, 968, 496, 713 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current appropriations to liquidate prior year 
contract authorizations ; \ — f 640, 000, 000 800, 000, 000 
Out of prior authorizations__- i — \ 472, 872 
Total expenditures-_- is 333 640, 472, 872 800, 000, 000 
Obligated balance transferred to proposed supplemental 
appropriation ‘ ; is ‘ 100, 000, 000 
Unobligated balance rescinded (66 Stat. 158; 69 Stat. | 
233) i 183 
Unobligated balance no longer available (contract 
authorization) (expiring for obligation) __-__- a 8, 446 
Balance carried forward: 
Unobligated (contract authorization) . en: A 837, 322, 207 898, 422, 207 
Obligated: 
Appropriation chic 2, 872 |.--- 
Contract authorization__-- eabiembdeioniee ie , 506 1, 060, 074, 506 , 020, 974, 506 


Total expenditures and balances._................| 2, 434, 552 2, 698, 969, 585 1, 968, 496, 713 





SUMMARY JUSTIFICATION DATA 


Mr. Preston. The first item under this request is for Federal-aid 
highways which request appears on page 111 of the committee print 
and page 1008 of the justifications. We will insert pages 1008 
through pages 1010 of the justifications into the record at this point. 

(The pages referred to follow:) 


SUMMARY OF REQUIREMENTS 
Appropriation, 1956 $640, 000, 000 
Proposed supplemental_______.______-- 100, 000, 000 


Total anticipated appropriations 740, 000, 000 
Deduct 1956 appropriation applied to contract authorization..... —740, 000, 000 


Base for 1957___- 0 


800, 000, 000 


800, 000, 000 
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METHOD OF APPORTIONMENT OF FUNDS TO STATES 


Mr. Preston. This is a request in the sum of $800 million, repre- 
senting an increase of $60 million over fiscal 1956. 

Just briefly Mr. Curtiss, for the record, how is this money appor- 
tioned to the States? 

Mr. Curtiss. The forest-highway money? 

Mr. Preston. No, sir; the Federal-aid highway money. 

Mr. Curtiss. The Federal-aid highway funds are apportioned 
under formulas which are set up in the Federal legislation. The 
primary funds are apportioned on the basis of three factors; namely, 
area, population, and mileage of post roads, each representing one- 
third in the apportionment. 

The secondary money is apportioned on a similar basis except rural 
population is used instead of total population. 

The urban funds are apportioned on the basis of the ratio of the 
population of urban areas of 5,000 or more population, in each State, 
to the total population of such urban places in the United States. 

The interstate money is apportioned one-half on the basis of the 
primary formula, and one-half on the basis of population. 


ADEQUACY OF 1957 BUDGET REQUEST 


Mr. Preston. Do you think that this request of $800 million will 
enable you to meet the payments to the States for projects which will 
be approved during the fiscal year, or will it be necessary for you to 
ask for a supplemental? 

Mr. Curtiss. I hope it will, Mr. Chairman, but the rate at which 
the States are going ahead with their programs makes me feel that the 
estimate is very conservative. However, I do not think it will be 
necessary to request a supplemental if the full amount is granted. 

Mr. Preston. All of this is operated on a contract authority basis; 
is it not? 

Mr. Curtiss. Yes, sir. 

Mr. Preston. You are simply liquidating that authority by this 
request? 

Mr. Curtiss. Yes, sir; that is right. This is done as the States 
bill us for the Federal share of the cost of the work that is actually 
accomplished. 


JINPROGRAMED BALANCES OF POSTWAR FEDERAL-AID HIGHWAY FUNDS 


Mr. Preston. In your general statement, Mr. Curtiss, you had 
an exhibit, exhibit No. 6, entitled ‘“‘Unprogramed Balances of Postwar 
Federal-Aid Highway Funds as of March 1, 1956.” 

_ Just exactly what does that mean? 

Mr. Curtiss. The first step in setting up Federal-aid funds, follow- 
ing apportionment, is the submission by a State of a program of 
projects. That program consists of a listing and description of each 
project that the State intends to finance with all or a part of the funds 
that have been apportioned to it. It describes the project, its length, 
type and location, and an estimate of the total cost as well as the Fed- 
eral aid requested. 

When those programs are approved in Washington we set up the 
amount of Federal aid requested as a commitment against the States’ 
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apportionment. This unprogramed balance is the balance of our 
funds that have been apportioned to the States, but not yet covered 
by approved programs. It amounted on March 1 to $633,273,152. 
However, you should remember that that includes the 1957 appor- 
tionment of $875 million. So, the States are well into their 1957 
money. 

Mr. Preston. That is the thing that I was wondering about. I 
was wondering if we were this far behind due to the failure— 

Mr. Curtiss. I would say we were pretty well ahead. 

Mr. Preston. I would say so, too, in view of that information. 

Mr. Curtiss. Yes, sir; the States have 2 years following the fiscal 
year for which the funds are authorized in which to expend the money 
and under the law they are deemed expended when they are covered 
by an agreement with the Secretary of Commerce for the improve- 
ment of a Federal-aid project. 

Mr. Preston. You have projected the $875 million in advance, 
then; have you? Is that what you have done? 

Mr. Curtiss. The law requires that it be apportioned—each fiscal 
year’s fund—not later than 6 months ahead of the beginning of the 
fiscal year. 

Mr. Preston. All right. Let us take this as an example. Let us 
take the State of California. They have unprogramed a balance of 
$7,053,903. Does that mean that that is all their balance is, including 
what they would be entitled to under the $875 million for fiscal year 
1957? 

Mr. Curtiss. Yes, sir. You see, the State of California was ready 
to act as soon as the funds were apportioned. California’s apportion- 
ment was $47,207,114 and they have taken up all but $7,053,903 of it. 
It is covered by programing. Of course, that work is not all under 
construction yet. 

Mr. Preston. I notice that my home State of Georgia is one of the 
States having one of the largest unprogramed balances here. Is that 
due to any particular fact, or what? The amount is $21 million. 

Mr. Curtiss. No; their share of the $875 million was $20,338,977. 
So they are within about $1,250,000 of starting to utilize their 1957 
authorization. 

Mr. Preston. In other words, they are within $1,250,000 of being 
current? 

Mr. Curtiss. Well, more than current. You see, with submission 
of another relatively small program they will be into the 1957 money 
and they have until July 1, 1959, to cover those funds by agreements. 


ADMINISTRATIVE EXPENSES 


Mr. Preston. Mr. Curtiss, how do you arrive at your administra- 
tive expenses in connection with this program? 

I notice on page 1025 of the justifications you break down your 
administrative expenses. 

Do you simply just employ enough people as the program demands? 

Mr. Curtiss. That is right. In fact, we have been streamlining 
our work, and procedures, and we have had a steady reduction in 
personnel accomplished by not filling vacancies during the past 
several years. I mentioned earlier that last year—— 

Mr. Preston. Yes; we remember that figure about your workload. 
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REDUCTION OF PERSONNEL RESULTING FROM REORGANIZATION OF FILING 









SYSTEM 


Mr. Curtiss. Yes, sir, but that has been going up and we have 
reached a point now where we must increase personnel. We think 
we can handle within our budget estimates the workload under our 
current program, but the program is increasing, as I pointed out 
earlier, with the authorization that was allowed last year. 

If you are interested, | could explain one thing that we have done 
which has enabled us to cut down on personnel. 

Mr. Preston. Yes, sir; we would be interested, Mr. Curtiss. 

Mr. Curtiss. Well, that is a review of our filing system. On that 
work we had the assistance of the Records Management Division 
of Archives. As a result of this work we disposed of files equivalent 
to 958 four-drawer-high file sections. That came about through 
disposal on the site and by the transfer of our old completed Federal- 
aid projects to the Records Center, at Alexandria. The Records 
Management people from Archives helped us to reorganize our file, 
Communication and Records Unit, develop a new filing system and 
set up a scheme or a plan of discarding cr destroying old files that 
were no longer important to retain. This whole study enabled us to 
eliminate 25 positions in the filing room; 20 positions have actually 
been eliminated as of now, and 5 positions we will be eliminating 
later: these 5 clerks are now going over the material that was origi- 
nally transferred without examination to the Records Center and we 
are discarding material that it is not necessary to keep for future infor- 
mation. We will have reduced by this screening from 5,167 cubic 
feet of files to 867 cubic feet when that disposal work is finished. 

I would like to give credit to the Records Management Division of 
Archives, which is a unit of GSA, for helping us on this. They did a 
splendid job and without their help I do not think we could have 
accomplished it. 

Mr. Preston. That is a commendable accomplishment and we 
congratulate you, Mr. Curtiss. We are always glad to hear of these 
economies. 



























































































































































ELIMINATION OF REPORTS 








Mr. Curtiss. Mr. Chairman, we are making studies of our Federal- 
aid procedures, and eliminating reports where we Can. 

One thing that helped us to reduce was the provision in the 1954 
Federal Aid Highway Act which permitted us to accept the certificate 
of a State highway department for the engineering on secondary road 
projects. Thirty-six States and Puerto Rico are now operating under 
that plan. We do not have to review the plans nor inspect the proj- 
ects during construction because under the law we accept the States’ 
certificate that it was done in accordance with the standards which we 
approve before the States are accepted under the plan. 
























































AVERAGE EMPLOY MENT 
Mr. Preston. I note you had an average employment of 1706 in 
fiscal year 1955, and you have an average number of positions of 1770 
in fiscal year 1956. 
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Based upon the general experience which I have had it seems to 
me that you are doing a good job and are handling almost a billion- 
dollar program annually with a minimum number of employees. 

Mr. Curtiss. We are trying to, Mr. Chairman. I would like to 
say that we have had the full support of the Secretary’s Office in our 
efforts and had their help in accomplishing this reduction. 

Mr. Preston. Whose office? 

Mr. Curtiss. The Secretary and the Under Sccretary. 

Mr. Preston. Mr. Rothschild’s? 

Mr. Curtiss. Yes, sir; Mr. Roruscutip’s and Mr. Moore’s and, of 
course, Secretary Weeks. 

Mr. Preston. Well, as a matter of fact, I think you included him 
first. You mentioned the Secretary of Commerce. 

Mr. Curtiss. I meant by that statement to include all branches of 
the Secretary’s Office. 

Mr. Preston. Well, whatever these gentlemen do of a favorable 
nature reflects credit upon the Secretary of Commerce. 


Forest HiGgHways 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 

1. Construction of forest highways-- $23, 168, 840 $21, 750, 000 $17, 400, 000 
Administrative expenses. - evans ‘ 618, 855 | 750, 000 750, 000 
Forest Service administration 75, 312 108, 235 100, 000 


9 
2. 
3. 


Total obligations. ___- 23, 863, 007 22, 608, 235 18, 250, 000 
Financing: 
Unobligated balance brought forward (contract authoriza- 
tion) 37, 402,472 | —20, 139, 465 — 20, 631, 230 
Jnobligated balance carried forward (contract authoriza- 
tion) _- 20, 139, 465 20, 031, 230 1,781, 230 
Jnobligated balance rescinded (contract authorization) 
(69 Stat. 233) __. 15, 900, 000 


Contract authorization (new) enue sales 22, 500, 000 22, 500, 000 





1955 actual | 1956 estimate | 1957 estimate 


Unfinanced balance brought forward -_- : $53, 400, 000 $41, 500, 000 $38, 250, 000 
Contract authorization (new) : 22, 500,000 | 22, 500, 000 

Proposed supplemental] appropriation i , | —4, 000, 000 

Unfinanced balance rescinded (69 Stat. 233) —15, 900, 000 ; 

Unfinanced balance carried forward... iiakvinweds —41, 500,000 | —38, 250, 000 —15, 250, 000 


Appropriation to liquidate contract authority.______-_-- 18, 500, 000 21, 750, 000 23, 000, 000 
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Obligations by 


Object classification 


RUREAU OF PUBLIC ROADS 
Total number of permanent positions 
Ful!-time equivalent of all other positions 
Average number of all employees 

Number of employees at end of year. - 


Average Salaries and grades: 
General schedule grades: 
Average Salary - 
Average grade 
Ungraded positions: Average salary ...-_ 


Personal services: 
Permanent positions. 
Positions other than permanent... 
Regular pay above 52-week base 
Payment above basic rates 


Total persona! services_- 
Travel =i 
Transportation of things 
Communication services 
Rents and utility services- 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 
Lands and structures 
3 Refunds, awards, and indemnities 
15 Taxes and assessments__ 


Subtotal = 
Deduct charges for quarters and subsistence 


Total, Bureau of Public Roads___- 


ALLOCATION TO FOREST SERVICE, 
AGRICULTURE 


DEPARTMENT OF 


Total number of permanent positions 


Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades 
General schedule grades 
Average salary 
A verage grade 
Ungraded positions: Average salary 


Personal services 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 


Total persona! services 

Travel 
Communication services 
Rents and utility services 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 
Taxes and 


02 
04 
05 
07 
O8 


09 
15 issessments 


Total, Forest Service 


Total obligations 


objects 


1955 actual 


$1, 830, 855 
1, 139, 970 


6, 724 | 


98, 904 


3, 076, 453 
336, 977 
36, 285 


23, 103 | 
88, 735 | 


18, 967 
252, 991 
380, 927 


164, 384 | 


19, 407, 170 

1, 575 

18, 082 

23, 785, 649 
4,077 


| 1956 estimate 


$2, 162, 600 
1, 226, 000 
8, 400 

103, 000 

3, 500, 000 
450, 000 
40, 000 

25, 000 

£0, 000 

20, 000 
235, 000 
380, 000 
290, 000 
17, 450, 000 


~ 20, 


000 


22, 500, 000 


1957 estimate 


$2, 171, 000 
1, 226, 000 


3, 509, 000 
450, 000 
40, 000 

25, 000 

90, 000 

20, 000 
235, 000 
380, 000 
290, 000 
13, 100, 000 


20, 000 


18, 150, 000 





$4, 707 | 


GS-6.6 


23, 781, 572 | 


22, 500, 000 





$3, 739 | 


$69, 855 | 


4, 147 


999 | 


944 


75, 168 
2, 368 
196 


2,17 
1, 23 
g 


1 
38 
81, 435 


23, 863, 007 


6 | 


108, 235 


22, 608, 235 





18. 


150, 000 


$5, 042 
GS-6.7 
$3, 872 


$80, 485 
6, 566 


920 


3, 500 
300 
21 

4, 300 
700 
2, 978 
200 
30 


100, 000 


‘18, 250, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation. - . pak : nanahoiaetel | $18, 500, $21, 750, 000 $23, 000, 000 
Applied to contract authorization an Sn wiginiaeie: => ee —21, 750, 000 — 23, 000, 000 
Contract authorization (new). ee ie eialeendeed 22, 500, 22, 500, 000 
Balance brought forward: 
Unobligated (contract authorization) ............-.---.--- 37, 402, 47: 20, 139, 465 | 20, 031, 230 
Obligated: | | 
Appropriation aR OS en 3, Os 3 179, 167 |. 
Contract authorization. -_._- . 52% 21, 360, 535 | 18, 218, 770 
Total budget authorizations available-.__--- eone-| 78, 947, 3 34, 179, 167 38, 250, 000 


EXPENDITURES AND RALANCES 


Expenditures— 
Out of current appropriations to rasenmatiele prior year con- | 
tract authorizations... - : i eneeneee-------/| 94 367, 836 21, 750, | 23, 000, 000 
Out of prior authorizations_______- Sihce abe oo Sa See 
Total expenditures-.__- | 21, 367, 836 21, 929, 167 23, 000, 000 
Unliquidated obligations tr: unsferred to. proposed supplemen- | 
tal appropriation___- Ss 
U noblizated balance rescinded (contract authorization) (69° | 
Stat. 233)..... nai oe Se SE | 15, 900, 000 
Bi vlance. carried forward: 
Unobligated (contract authorization) 20, 139, 465 20, 031, 230 
Obligated: 
Appropriation een , 179, 167 |_. 
Contract authorization... Fs pee saeeaneies 21, 360, 535 , 218, 770 


Total expenditures and balances. ---- ae 78, 947, 003 64, 179, 167 38, 250, 000 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. Let us now take up the next item which is ‘Forest 
highways” which appears on page 115 of the committee print and at 
page 1031 of the justifications. 

We will insert pages 1031 and 1032 of the justifications into the 
record at this point. 

(The pages referred to follow:) 


Summary of requirements 
Appropriation, 1956 $21, 750, 000 
Proposed supplemental 4, 000, 000 


Total anticipated appropriations 25, 750, 000 
Deduct 1956 appropriation applied to contract authorization 5, 750, 000 


Base for 1957 0 
Requirements for 1957: 
Cash to be applied to contract authorization 23, 000, 000 


Total estimate of appropriation, 1957 23, 000, 000 
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Mr. Preston. This is a request in the sum of $23 million, which is 
$1,750,000 less than your request for 1956. 

Mr. Curtiss. Mr. Chairman, I think the committee is familiar with 
the fact that the forest bighway system is the public highway systema 
within or adjacent to the national forests. 

There are 24,223 miles in the system. The States up to now have 
spent more money in improving that system, either with State or local 
funds, and Federal-aid funds, than we have expended of the special 
forest highway funds. In spite of that, the condition of the forest 
highway system—that part of it on the Federal-aid system—is below 
that of the highways outside the forests. 

The forest highway funds are made available for both construction 
and maintenance of the system. Years ago we established a practice 
with the State highway departments and the counties of their taking 
over the forest highway work projects for maintenance after 2 years. 
We carry on the maintenance during what we call postconstruction, 
such as removal of slides and things like that and much of this work is 
in mountainous areas. We carry a project constructed with forest 
highway funds for 2 years, and then turn it over to the State or county 
for maintenance. 

Last year the States and localities spent approximately $16 million 
in maintenance on the forest highway system. 

The Federal-Aid Highway Act of 1954 put the forest highway funds 
on practically the same basis as the Federal-aid funds insofar as con- 
tract authority is concerned. Our appropriations have averaged 
$22.5 million a vear for several years. In 1955 we completed 762 
miles of forest highway projects and on March 1 we had 426 miles 
under e-nstruction and an additional 543. miles were programed for 
construction when funds became available. 

Now, as you know, in the Federal-aid work the State highway 
departments let the contracts, and supervise the construction with 
only periodic inspection by the Bureau engineers. On the forest 
highway work we make the surveys and let the contracts and have the 
day-to-day supervision of the construction, having a resident engineer 
on the job. That is true of most of our forest highway work. 

In the East where the forest reservations are small and the appor- 
tionment of funds is correspondingly small, in many cases the State 
highway departments handle the work for us and often they match 
the funds the same as they do Federal-aid funds. The forest highway 
funds are apportioned for expenditure among the States on the basis 
of the area and value of the national forests. 

Mr. Preston. Is this program fairly current, Mr. Curtiss? 

Mr. Curtiss. Well, nearly so. 


UNAPPROPRIATED BALANCE 


Mr. Preston. What about this chart on page 1036 which shows 
an unappropriated balance of $19.75 million? 

What does that figure mean? 

Mr. Curtiss. That means that of the $22.5 million for the 1956 
fiscal year $19 million plus had not been appropriated. Now, there 
is $3 million of that in the supplemental which the House passed 
recently. So, that will be down to $16 million plus. I think that 
we can handle a full forest highway program and be about a half 


75136—56——29 
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year or one-half of the current year’s authorization behind in appro- 
priations. That is because many of these projects are located at high 
altitudes and they run over two seasons. With contract authority 
we do not need the full amount of cash on these projects, but I think 
gradually over the next few years we will catch up to the point where 
if we receive approximately the amount of the annual authorization 
in our appropriations each year, we can carry on a full program and 
will be about one-half of a year’s authorization behind. 

You can see that we are a little more than that now. It will be 
$16 million, and I think we have around $5 million to catch up in 
the next few years, and then we will be current. 

Mr. Preston. How much of the money requested for fiscal 1957 
will go to reduce the $19.75 million figure here? 

Mr. Curtiss. With the supplemental the 1957 request will take 
all of that and $6.25 million of the 1957 authorization. 

Mr. Preston. Do you mean to get into the 1957 figure that far 
for liquidation purposes? 

Mr. Curtiss. Yes, sir; we will need that before the end of fiscal 
year 1957. 

Mr. Preston. Or for supplementals? 

Mr. Curtis. Yes, sir. 


USE OF ADMINISTRATIVE FUNDS 


Mr. Preston. Mr. Curtiss, at this point in the record, please 
insert a brief statement as to the use of the administrative funds for 
this activity. 

Mr. Curtiss. Very well, sir. 


(The information requested follows:) 
The fiscal year 1957 estimate for forest highways includes three activities: 


1. Construction of forest highways $17, 400, 000 
2. Administrative expenses - ; 750, 000 
3. Forest Service administration 100, 000 


’ 


Activity 2 identified as “Administrative expenses” reflects the estimated cost 
of Public Roads’ administrative expenses in the conduct of the forest highway 
program. The activity is financed from the regular forest highway appropriations 
in accordance with the provisions of section 23 (d) of the Federal-Aid Highway 
Act of 1921 (42 Stat. 218), as amended. It has been the policy of the Bureau 
of Public Roads over the years to confine the use of forest highway funds for 
administrative purposes to its field offices and for the most part to the three 
western divisions and Alaska where approximately 87 percent of the national- 
forest areas are located. 

The cost of administering the forest highway program is relatively higher than 
the cost of administering the Federal-aid highway program because of the basic 
difference in the way the two programs are handled. In the case of the Federal- 
aid highway program the States initiate and carry on the work subiect to certain 
engineering and administrative controls exercised by the Bureau of Public Roads. 
In the conduct of the forest highway program the larger part of the work is 
carried on as direct Federal construction. 

Administrative funds are used in this direct Federal program in carrying out 
the following functions performed in the division and district offices in the field: 
cooperation with the States and the Forest Service in the development of and 
recommending changes in the forest highway system; cooperation with the States 
and the Forest Service in the development of programs of projects for improve- 
ment; direction of all preliminary engineering performed by project personnel 
including actual development of the plans, specifications, and estimates for adver- 
tising; administrative review and award of bids for construction and administration 
of contract matters; engineering review and approval of extra work and change 
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orders proposed by resident engineers; field inspections of contract construction 
in progress as well as force-account operations; recruitment and assignment of 
field engineering forces; as well as the usual administrative, accounting, and 
housekeeping services required in connection with such a program. 

It should be understood, however, that project engineering costs incurred 
directly for specific projects do not fall within the category of administrative 
expenses. For example, the salaries, subsistence, equipment, and supply cost of 
field-engineering parties engaged in the location survey of a particular project 
are chargeable to the construction activity. Similarly, the cost of engineering 
parties engaged in supervision of the contractors’ day-to-day operations are 
charged to the specific project involved and are financed within the construction 
activity. 

The forest highway program is expected to continue at approximately the same 
level during the current and budget years. The 1957 estimate for administration 
in the amount of $750,000 is the same as for the current year. No increase in the 
average employment or cost of personal services is reflected in the administrative 
estimate. 

Activity 3, “Administration, Forest Service,’’ represents the estimated sum 
that will be transferred to the Forest Service during fiscal year 1957 for certain 
of its administrative expenses. The Federal-Aid Highway Act of 1948 provides 
that the Commissioner of Public Roads shall transfer to the Chief of the Forest 
Service such amounts of forest highway funds that the Forest Service may require 
to cover its necessary administrative expenses in connection with the forest 
highway program. ‘Transfers have been made for several years and are used 
entirely by Forest Service field offices. 

The Forest Service determines the area and value of the national forests for the 
Secretary of Agriculture who certifies these data to the Secretary of Commerce 
for use in apportioning forest highway authorizations. The selection of routes 
to be included in the forest highway system and the annual program of projects 
for construction are a joint cooperative effort of the Forest Service, the States, 
and Public Roads. Forest officers also review location surveys and construction 
plans and inspect completed construction prior to acceptance for compliance with 
forest land use and roadside preservation policies. Final payment to contractors 
is not made until the Forest Service certifies that the work satisfies these require- 
ments. 

The estimate for fiscal year 1957 includes $100,000 for transfer to the Forest 
Service which is the same amount which was provided for the fiscal year 1956. 


” 


Pustic LANps H1iGHWAys 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
Construction of highways on public lands (total obliga- 
tions) - : $2, 217, 341 $1, 280, 000 $1, 000, 000 
Financing: 
Unobligated balance brought forward: 
Contract authorization_____ —4, 500, 000 2, 282, 660 —1, 002, 660 
Appropriation ale —1 
Unobligated balance carried forward (contract author- 
ization) 2, 282. 660 1, 002, 660 2, 660 


Contract authorization (new) 


Status of unfinanced contract authorization 





| 1955 actual | 1956 estimate | 1957 estimate 

Sic ciel saat cee ila cogeas Sieeei aai ar - ———;- 

Unfinanced balance brought forward_-__- ata $4, 500 000 | = $3, 625, 000 | $1, 625, 000 
Unfinanced balance carried forward__-- | —38,625.000 | —1 625,000 | —625, 000 


| 


1, 090, 000 


Appropriation to liquidate contract authorization 875, 000 2,000 000 





Obligations by 


Object classification 


Total number of permanent positions. -- 
Full-time equivalent of all other positions... 
Average number of all employees Sea 
Number of employees at end of year_- 


4 verage salaries and grades: 
General schedule grades: 
Average salary 
Average grade ——— 
Ungraded positions: Average salary ---- 


Personal services: 
Permanent positions. 
Positions other than permanent--- 
Regular pay above 52-week base- 
Payment above basic rates 


Total personal services -. 
Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction - 
Other contractual services 
Supplies and materials_- 
Lands and structures 


Total obligations___. 


Budget authorizations, 


RUDGET AUTHORIZATIONS AVAILARLE 

Approy} riation 

Applied to contract authorization 

Balance brought forward 
Unohligate 


i 
A ppropt 
Contract authorizn! 
OM ligated 
A ppropriatior 
Contract authori 


Total budget + 
EXPENDITURES 


Expenditures 
Out of current appropriations t 
tract authorizations 
Out of prior authorizations 


Total expenditures 
Balance carried f rward 
Obligated (contract 
Unoblivaed: 
Appropriation 
Contract authorization 


suthorization 


Total expenditures and balances 
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objects 


| 


$5, 166 
GS-7.6 
$4, 295 | 
| 
$17, 876 | 
11, 413 | 
68 
1, 534 


30, 891 / 
6, 360 
110 
75 
240 
619 
11, 202 | 
1, 086 
2, 166, 758 | 


2, 217, 341 


expenditures 


1955 actual 
5, O00 

», OOO 

1 

OOO 


108 


. 109 


5, 280. 


$5, 584 
GS-7.6 
$4, 488 


$18, 500 
10, 000 | 
50 
1, 450 | 
30, 000 | 
6, 000 | 
100 | 
100 | 
200 
600 
10, 000 4 
1, 000 | 
1, 232, 000 | 


1, 280, 000 | 


and balances 


1956 estimate 


£2. O00, O00 
2, 000, 000 | 


282, 660 


78, 734 
, 342, 349 


3, 703, 734 


2, 000, 000 
78, 734 


2, O78, 734 


, 002, 660 


622, 


340 


3, 703, 734 


1955 actual | 1956 estimate | 1957 estimate 


$5, 695 
GS-7.6 


, 484 


, 550 
, 000 


, 450 

, 000 

, 000 
100 

100 

200 
600 

10, 000 

, 000 
952, 000 


1, 000, 000 


1957 estim: 


$1, 009, 
, 000, 


O00 
O00 


6H0 


2? 340 


», OO 


, 000, 000 


Mr. Preston. Let us take the next and last item under this subject 
which is “Public lands highways,” this request is to be found on page 
121 of the committee print and page 1046 of the justifications. 

We will insert page 1046 of the justifications at this point. 

(The page is as follows:) 





, 000 


L, 450 


0), 000 
5, OOO 
100 
100 
200 
600 
(), 000 
1, 000 
2, 000 


0, 000 


, 000 
0, 000 


6h0 


2, 


2, 340 


5 O00 


10, O00 


10, OOO 


2. 660 


22, 340) 


24, O00 


ject 
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Summary of requirements 
Appropriation, 1956 $2, 000, 000 
Deduct: 1956 appropriation applied to contract authorization -2, 000, 000 


Base for 1957. oe = Sr . 0 


Requirements for 1957- Batis 1, 000, 000 


Total estimate of appropriation, 1957 2 1, 000, 000 
ALLOCATION OF FUNDS 


Mr. Preston. This is a request for $1 million and represents a 
decrease of $1 million over fiscal 1956. 

How are these funds apportioned to the States, Mr. Curtiss? 

Mr. Curtiss. These furds are not apportioned. We are supposed 
to allot them to projects upon applications of the States on the basis 
of need. We have applications right now for about $10 million worth 
of work. On the Ist of July we w vill have $1 million available and we 
have to review those projects very carefully in order to pick out the 
ones which we think are most needed. 

Mr. Preston. Is it true that every time the Government builds an 
installation anywhere that the local communities begin to figure out 
ways and means of getting Federal funds with which to build access 
roads, and so forth? 

Mr. Curtiss. We often receive applications for such projects fol- 
lowing the construction of the installations. 

Mr. Preston. This is a fairly modest program; is it not? 

Mr. Curtiss. It is, sir, and it is for projects in the States which 
have public lands from which they receive no revenues. 


STATUS OF PROJECTS AUTHORIZED IN FISACL YEAR 1956 


Mr. Preston. Do you have a breakdown of this $1 million by 
projects? 

Mr. Curtiss. Well, I will insert in the record a statement of the 
status of the projects financed with the authorization for fiscal year 
1956. 

We do not have a breakdown of the projects for fiscal 1957. I can 
give you a breakdown of the projects by States on this $10 million for 
which we have applications, however we have not yet made the 
selection of those projects to be financed with the $1 million. 

Mr. Preston. We would not need that, Mr. Curtiss. You do not 
have that information for fiscal year 1957? 

Mr. Curtiss. No, sir. The authorization is not available until 


July 1, 1956. 


(The breakdown referred to follows:) 





452 


Status of public lands highway projects fiscal year 1956 as of Mar. 1, 1956 


| 
Federal funds 


| 

Allo- | | Plans | 

cated | Pro- japproved,| ~,, 

Total | not | gramed |not under} aon 

| Pro | only | construc- | tion 
gramed | tion ; 


Location Under 


| ' | 
Montana.....| FLH-9(1)...| On S. R. 19 between | $350, 000 |. 
Grass Range and 
Malta at Missouri 
| River near Armells | 
| Creek. | | 
New Mexico .| FLH-10(3)__| On U.S. 260 in Gila Na- | wreath ee $5, 000 
tional Forest, from a | 
point approximately 
16 mile south of Glen- 
wood Post Office, | 
southerly. 
Oklahoma | FLH... On Stapp-Big Cedar | 100,000 | $100, 000 
| Highway and U. §&. | 


} 
| 
| 
| 


| 59-270 in the Ouachita 
| | National Forest. | 
| FLH-3(15) On U. 8. 95 from Ne- | 200,000 
vada State line to 36.6 | 
miles north exception | 
7.1 mile north to 27.1 
mile north. 
FLH-11(2) On U. 8. 6-50, from | 105,000 | 105, 000 
Cisco to Utah-Colo- 
rado State line. 
FLH-15(2)..| On U. 8S. 6-50, from | 465,600 |_-- ~---| 45,000 
Thompson to Cisco. 


Oregon..---- 


I aiid | serait niaidaditaiditianenie mentees |}, 000, 000 100, 000 | 345,000 | 550,000 | 
| ' | 





Note.—The $1 million authorized has been entirely allocated. 


Mr. Preston. Are you basing that on experience in the past? 

Mr. Curtiss. Partly, and to a considerable extent. Previous allot- 
ments have been made to the States after carefully studying the traffic 
demands of the highway route and the other highway programs of the 
States. 

For instance, last year we made the first allotment that we had made 
from these funds to the State of Montana for a project. 


NONAVAILABILITY OF FUNDS FOR PROJECTS NEAR GOVERNMENT DEFENSE 
INSTALLATIONS 


Mr. Preston. Well, was I in error when I was assuming that some 
of this money was spent in and around Government-owned defense 
installations? 

Mr. Curtiss. This is spent largely across these unreserved public 
lands. 

Mr. Preston. Well, was I mistaken, then, or not? I was referring 
to the atomic energy plant, for instance. 

Mr. Curtiss. Yes, sir; that was another authorization that we had 
for access roads. 

Mr. Preston. There is nothing asked for in this program for such 
projects around Government installations? 

Mr. Curtiss. No, sir; there is no such estimate in this. 


GEOGRAPHICAL LOCATION OF PROJECTS 


Mr. Preston. This is a western program; is it not? 
Mr. Curtiss. Largely, sir; although I think we had one project in 
New Hampshire. 
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Mr. Preston. I note that in fiscal year 1956 all of the projects were 
in west Montana, New Mexico, Oklahoma, Oregon, and Utah? 

Mr. Curtiss. Yes, sir; you see, that is where the public lands are. 

Mr. Preston. Yes; that is true. 

Mr. Curtiss. We built what is known as the Ion Road and we 
have used considerable public lands funds on routes where it is im- 
practicable for the States to put their own funds—in those areas from 
which they receive no revenue, and are largely unpopulated. 


SIZE OF PERSONNEL STAFF 


Mr. Preston. I note you have seven people employed in this 
program. 

Mr. Curtiss. Yes, sir; we had 7 positions indicated and 4 are pres- 
ently occupied. 


ROLE OF DEPARTMENT OF. INTERIOR IN PROGRAM 


Mr. Horan. For the record, Mr. Chairman, could I inquire into the 
functions of the Department of the Interior regarding the location and 
the programing of roads on public lands? 

Mr. Curtiss. They have no voice in the matter at all. It is a matter 
between the States and the Department of Commerce. We do co- 
operate with them, of course, on the Bureau of Land Management 
timber-access road program. In fact, we do the work for the Land 
Management Bureau and for the Park Service for park roads and 
parkways. 

Mr. Preston. Mr. Curtiss, you have now completed this item, and 
it is open to general questioning. 

Mr. Thomas? 

Mr. Tuomas. No questions. 

Mr. Preston. Mr. Clevenger? 


AGREEMENT FOR MAINTENANCE OF INTER-AMERICAN HIGHWAY 


Mr. CLEVENGER. Mr. Commissioner, do we have an agreement or 
have we gotten an agreement on the Inter-American Highway for 
maintenance after we finish that road? 

Have the countries involved agreed to maintain it, or is this going 
to be a continuing item? 

Mr. Curtiss. Yes, sir. 

Mr. CLevenGeER. That would be a great boon for us if they really 
took it over. It would be good training for them in the maintenance 
of highways and, perhaps, start them in the business of collateral 
roads. I was hoping that that was true, and that they would main- 
tain the road after we had finished it. 

Mr. Curtiss. Yes, sir; that is right. 


RAMA ROAD PROJECT 


Mr. CLeveNGER. Are you participating in the construction of the 
Rama Road, also? 

Mr. Curtiss. Yes, sir. 

Mr. CLeveNGER. When is that going to be completed? 

Mr. Curtiss. I think we have one project advertised for bids now, 
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Mr. Woop. We have one contract underway and we are advertis- 
ing at the present time for a second contract. The appropriation is 
for $2 million this year and a request for $2 million is contained in 
the Department of State budget for fiscal 1957. With that amount 
we expect to let the next section. Following that, there will remain 
the final $2 million of the authorization. 

Mr. CLevencer. Does that road have a terminal on the Pacific? 

Mr. Woop. No, sir; it terminates at the town of Ratha. Do you 
mean does it have a western terminus? 

Mr. CLEVENGER. Yes. 

Mr. Woop. It terminates at the junction of the Inter-American 
Highway about 15 miles north of Managua. 

Mr. CLevenGcer. Oh; it does not go on into that Pacific port? 

Mr. Woop. No, sir. 

Mr. CLevenceER. That is all I have, Mr. Chairman. 

Mr. Preston. Mr. Bow? 

Mr. Bow. I have no questions, Mr. Chairman. 

Mr. Preston. Mr. Horan? 


AVAILABILITY OF RAW MATERIALS AT SITE OF PROJECT 


Mr. Horan. While Mr. Wood is here on this matter of blacktopping 
for this road, I would like to know if you are not near some pretty 
good raw materials down there, the use of which would be cutting 
down your cost? 

Mr. Woop. Do you mean in that particular area? 

Mr. Horan. I am speaking of asphalt and that sort of thing. 

Mr. Woop. There has been considérable exploration in those 
countries by United States oil companies for petroleum reserves, but 
up to now we know of no discovery of any consequence. There has 
been discovered, for instance, in South America, a type of petroleum, 
but it has very little asphalt base. All the asphalt used on the highway 
up to now and being planned for use would be shipped from the States. 

Mr. Horan. I was wondering, Mr. Chairman, if Commissioner 
Curtiss could indicate to us what might be our responsibility in this 
subcommittee in case we do get a highway bill one of these days? 

Mr. Curtiss, do not answer that if it is too tough. 

Mr. Preston. We will have to determine that ourselves. 

Mr. Horan. I know, but the bill, I think, allows for appropriating 
the funds now. 

Mr. Curtiss. The Ways and Means Committee bill sets up a 
trust fund in the Treasury, but I think that the appropriations will 
continue just as they have in the past. That is the plan. We would 
come before this éommittee with our éstimates for work which, of 
course, would be materially larger. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Preston. If there are no further questions, we thank you very 
much, Mr. Commissionetf. 

Mr. Curtiss. Thank you, Mr. Chairman. 

Mr. Preston. That concludes the hearings on the Bureau of 
Public Roads. 
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(The pages referred to follow :) 





“000 ‘000 ‘+ 


T1@+ 





| 000 ‘00g ‘ee 


S2o ‘b 


| 000 ‘00s ‘ze 


| 000 ‘06s ‘I— 








000 ‘OIF ‘I+ 





002 ‘Se— 
002 ‘Seb ‘T+ 


z+ 





00$ ‘29+ 


| 099 ‘%+ 


06 ‘69+ 


Ob+ 


009 ‘660 ‘OT 
00F ‘SOF ‘oz 


| 000 ‘00s “se 


| 


008 “61 ‘TO 
| 002 ‘026 ‘€% 


| 000 ‘060 “bE 











006 *Lb2 ‘T 


009 ‘26 
008 ‘0¢9 ‘T 


00F “S89 ‘T 


0F0‘S6 
09€ ‘069 ‘T 








-| 000 ‘ose ‘I+ 


000 ‘296 ‘% 


000 ‘Z09 ‘T 








982 ‘866+ 
Gol ‘IS8+ 





OOT ‘246 ‘T 
006 ‘600 ‘T 








Ssé6l 
‘0g “AON 
‘yueurA0;d| 
“m9 UO | 
-BULI9g 


$66 ‘$20 ‘I— 


G6P ‘820 ‘I$+ 


4809 


suo} 
-jsod [[8 


suor}{sod 
queueulied 


jo soquinu| jo equinu 


(—) oseel00p 


| OSB1IOA VY mInuxeyy 


10 (-+-) 9Sves0U] ‘souUdIEy IC 





OOT ‘008 ‘Oe 


002 ‘StZ ‘2z$ 





Jo Joquinu| 





suor}1sod 
quousuried 
jo s9quinu 
WnUxeyy 


| cos ‘E66 


eI ‘8¢9 





"009 ‘208 ‘08 


968 ‘080 ‘6 
GOL ‘TZL “TZ 





suol} suor}sod 

| -Isod [[@ | yuousuried 

jo s9quinu| jo 19quinu 
esB10AY | UINUIIxeyy 





9S6T 


L96I 4vah yoosy ‘sajnu1j80 jabpnq fo hunwwung 


(7830) Ajtajjoe) sjoofqo 194310 
[suo}jeAlesqo ABMUNI-JO-pugq 
([810} Aq AT}08) 
| $}00[qO 104}O <ABPBI BOUVI[JeAINS J9YIBI A 
([840} AJTAT}OB) SJoe[qo 
J9YIO :SI1Oj110} Ul Sep} [JOV] JO UOTJONIYSUOD 
{SOTJI[JOBJ [VI] ZO[O1OejJouL JO JUOUIYSTTGeIsy 


:yueurdjnbe 


mos} eydoidde [vj0,1, 


* (If8}9p JO} syueuremNbes 


s}UsUIeIT Nb. [8}0,], 
sqef[qo 19410 
eos? SOOT AOS [VUOSIOg 
[HO}} BNI dBoNy 
~"" "78907 AIATIOV 
~--"-"==-s49e[qo 10430 
“""""S90T AOS [BUOSIOg 
7U0]}81}STU UIP Vy 
~"" "18303 AQATIOV 
“s0ef[qo 10410 
oar S9OJAIOS [VUOSIOg 
:YO1IBESEzY 
1830} A3TAT}OV 
800fqo 18430 
SOOT AJOS [BUOSIOT 


{S00]AJOS 1OYJVOM [BIOUOL) 
:sesuedxe PUB SoJIBTByG 


APAIOV pus uoljeyidoiddy 








980 ‘6 


000 ‘000 %— 





or 





| 000 ‘000 ‘¢— 


000 ‘00¢ “4 — 














682 ‘Fb FIs F ~=-=-==--=-gioTzeidoldde [[8 ‘[#}0} puvit 


uol}eAdoidde [830], 


(yeep JO} SjuenTeINbeL 
jo Azeurumms 99S) osBq 0} sjUeWsNn[pe JON 











000 ‘00¢ ‘+ 


ech ‘zh ‘2+ 


L¥S ‘OL+ 


000 ‘801+ 


1 
Lbo ‘OL+ 








| Seb ‘ean ‘z 
| 499 


| 000 ‘80T 








sqoef[qo 19430 
~~ “gaoJ Alas [BUOSIOg 
[HOT BlNIIdeoey 


1830} AqpA]}OV 
$100[q0 10430 


Coen ede ee S9dJAIOS [BUOSIOg 
:qioddns [eoyuyoe} pus Juyie0uTzu gy 





458 
GENERAL STATEMENT 


Mr. Preston. We have with us this morning Dr. Reichelderfer, 
who is the Chief of the Weather Bureau. 

Dr. Reichelderfer, we assume that you have a prepared statement? 

Mr. ReIcHELDERFER. I do, yes, sir; and I believe copies have been 
given to the committee. 

Mr. Preston. Is it your desire to read the statement or to insert 
it into the record? 

Mr. RetcHevperFer. Mr. Chairman, usually I brief the statement, 
but in this case there has been so much going on as a result of the 
interest of Congress last year in strengthening the Bureau’s storm- 
warning services that we tried to make the statement as concise as 
possible and I believe that is the best way to conserve the committee’s 
time. I will not read all of it, of course. 

Mr. Preston. Very well, Doctor, you may proceed. 

Mr. Retcnetperrer. Last vear, following studies of the circum- 
stances that led to loss of life and heavy property damage from floods 
and severe storms it was found that several steps were needed to 
provide storm reports, forecasts, and warnings that would enable the 
public to take advance precautions and reduce property damage and 
perhaps entirely prevent loss of life from these causes. 

First, install storm-detection radar and other recently developed 
meteorological equipment required to measure and report the atmos- 
pheric conditions that enter into storm development. 

Second, extend the system of upper-air soundings, particularly at 
sea where storm conditions often originate and move toward the 
United States. 

Third, set up adequate telecommunication channels for prompt 
collection of storm reports, also for adequate publication and broad- 
casting of forecasts and warnings to the public in storm and flood 
emergencies. 

Fourth, strengthen the principal weather station and storm warning 
emergency centers and provide adequate staffs to keep the public 
informed continuously through the regular channels of press, radio, 
and television as well as carry on their required duties of storm and 
flood reporting, analysis, and forecasting. 

Fifth, increase research work for development of advanced tech- 
niques for storm and flood forecasting. 

For fiscal year 1956 Congress provided $4,750,000 for salaries and 
expenses involved in the above steps and $7,500,000 as an establish- 
ment fund for the purchase of radar and other much-needed meteoro- 
logical equipment. The progress on these plans during the past 8 
months is reviewed briefly in the following paragraphs. 


RADAR AND OTHER METEOROLOGICAL EQUIPMENT 


In the hearings last year the development of radar as a means for 
storm detection was described. Much work remained to be done in 
designing and developing the best type of radar for Weather Bureau 
purposes and at best, many months of work would be necessary before 
manufacturers could be expected to deliver the radar equipment. 
This work, based on preceding studies, was expedited immediately 
after authorization by Congress was assured. The best features of 
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radar developed by the military services and other agencies engaged 
in this research were combined into desigus and specifications ‘for 
competitive bidding. The urgency placed on the plans and other 
factors led to bids much higher than anticipated, and the Bureau is 
now working on ways and meaus to redice cost and still gain the 
advantages of the best designs for storm-detection radars. 

Although deliveries of these new radars will not begin until late 
1956 or 1957, the existing radar network has been strengthened as 
much as possible to provide protection in the meantime. We have 
a map showing the present or proposed location of radars which pro- 
vide a network that covers all of the localities where floods, hurricanes, 
or tornadoes occur most frequently. 

Turning to meteorological equipment other than radar, the part 
played by high altitude winds in the development and steering of 
severe storms also was described in the hearings last year. A contract 
is being let for purchase of 61 sets of the most modern upper-air 
observing equipment so that the collection of this important informa- 
tion may be improved. This equipment, combined with similar 
equipment which has been transferred to us by the military, will 
permit us to modernize the entire network of upper-air stations. 
Contracts also have been issued for purchase of cloud height, visibility, 
and other meteorological instruments for use at important air ter- 
minals. Four aircraft are being equipped with meteorological instru- 
ments for research purposes. 


UPPER-AIR SOUNDING NETWORK 


For 1956 Congress provided $2,500,000 for transfer of certain basic 
meteorological functions from the military to the Weather Bureau. 
Under this program 25 upper-air sounding stations formerly operated 
by military stations are to be operated by the Weather Bureau. 
There is great need also for more upper-air soundings at sea, not only 
in order to aid in detecting storms that form at sea and move toward 
the United States but also to provide high-altitude soundings of wind 
for jet aircraft in transocean air commerce and for many national 
defense purposes. Operation of ocean-weather vessels stationed 
solely for the purpose of meteorological observations is a very costly 
means for obtaining upper-air information. As an alternative to 
extension of the present system of ocean-station vessels, the Weather 
Bureau has arranged for establishment of radiosonde facilities on 
several merchant vessels, two operating between Baltimore and San 
Juan, and others between Corpus Christi and Jamaica and between 
Tampa and Tampico. Through cooperation with the Texas A. and 
M. College provision has also been made for upper-air soundings 
aboard the oceanographic vessel Jakkula in the Gulf of Mexico. 
These upper-air sounding facilities at sea are being extended as 
rapidly as equipment and staff can be provided. 

I think we might show that radiosonde instrument. Perhaps some 
of the members of the committee have not seen it. 

This instrument gives the temperature, pressure, and humidity as 
well as the winds aloft. The importance of this information is shown 
by the fact that if the temperature aloft is very cold and the tempera- 
ture near the ground is warm and moist, we can have tornado condi- 
tions. Unless we have these measurements aloft, we have no way of 
telling what the tornado potential is. 
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Another example is in freezing-rain forecasts and icing for aircraft 
where, of course, it is necessary to know what the temperature is 
aloft in order to determine whether the precipitation will be in the 
form of rain, or freezing rain and sleet, or snow. This is one of the 
most difficult things in forecasting. 

This instrument which we term the radiosonde is carried aloft to 
altitudes of 50,000 to 60,000 feet by a balloon—a rubber balloon 
inflated with helium. This radiosonde is suspended 75 to 300 fect 
below the balloon with a parachute attached so that when the balloon 
bursts at higher altitudes, the instrument is lowered by parachute 
and will not injure anyone who might be underneath when it hits the 
ground. 

Mr. Preston. Tell us about how you get it back since you have 
gone this far. 

Dr. ReicHeLpERFER. Some of these are recovered. The figure 
runs now about 35 or 40 percent. Others are carried into the wilds of 
Canada or out to sea. This looks like a costly instrument and while 
it does cost considerable, the loss is not so much as one might think. 
Some are recovered and reconditioned. We can purchase new instru- 
ments at a cost somewhat above that for reconditioning. 

Here is the instrument [indicating]. 

The air pressure is measured by a barometer consisting of these two 
aneroid bellows which are used quite commonly for barometers, that 
show the air pressure by a needle on a dial. The humidity is meas- 
ured by this strip. The air passes in through this duct. The humidity 
is not registered by a hair-type hygrometer, but is measured by a 
chemical strip that has recently been developed as a better means. 

The temperature is recorded by a little wire element. That is a 
new development which has replaced the bimetallic strip normally 
used in such devices. 

These three are connected to a little radio set—a two-tube trans- 
mitter shown here—and a battery, and as the instrument ascends a 
succession of signals is sent out by radio which can be identified as 
pressure, temperature, or humidity by a recorder on the ground. 
Those signals are recorded and are calibrated in terms of the respective 
elements. As the balloon ascends, the temperature, pressure, humid- 
ity and by another arrangement, winds, are given at successive alti- 
tudes right on up to 50,000 to 75,000 feet. 

Mr. Preston. You get the information whether you get the 
instrument back or not; do you not? 

Dr. ReEIcCHELDERFER. We do. 

Mr. Preston. Who developed this device? 

Dr. ReIcHELDERFER. This development has been going on for a 
long time. The Weather Bureau, with the help of the Bureau of 
Standards, was one of the first developers. Later commercial con- 
cerns turned to work on it. The military services also have had a 
great deal to do with the development of the instrument. 

Mr. Preston. You told us last year what they cost, but I have 
forgotten that figure. 

Dr, ReicHeLpERFER. To the Weather Bureau the cost of the 
403-megacycle instrument is about $14 this year. The contract cost 
varies from year to year. This is a lot of instrument for $14. 

Mr. Preston. I should say it is. 





461 


Mr. Rotuscnitp. The ones we use from day to day do not come 
in a plastic case. 

Dr. RetcuevperFer. The normal covering is a pasteboard carton. 
This one here has a transparent case for display purposes. 

Mr. Bow. Is this what the Russians have been getting occasionally? 

Dr. RetcHeLpEeRFER. That is one form of equipment; yes, sir. 

The Russians are questioning the cameras designed to take cloud 
pictures. 


COMMUNICATIONS FOR STORM REPORTING 


In 1954, Hurricanes Carol and Hazel overloaded the circuits pre- 
viously in use for storm reporting and flood emergencies. Additional 
circuits were contracted for, and these proved their worth during the 
severe storms and floods of 1955. There have been many conferences 
with the Coast Guard, the military departments, the Red Cross, and 
with business representatives in the affected regions for the purpose 
of bringing out ways in which reports, forecasts, and warnings can 
best be disseminated promptly and without error. Recommendations 
have been obtained on how to make the best use of regular commercial 
broadcasting channels in times of emergency. In order to gain the 
closest cooperation, seminars and workshops on best methods for 
broadcasting storm news were held in Boston in November 1955 and 
in Hartford on March 3 and 4, 1956. Methods and channels have 
been streamlined to give immediate information to the public at 
frequent intervals throughout the day and night when desirable. 
Among the special circuits that have been extended or newly estab- 
lished to give storm warning coverage to reach all of the interested 
public are the hurricane teletypewriter circuit connecting weather 
stations on the gulf and Atlantic coasts; the facsimile transmission of 
weather maps and charts; long-distance telephone circuits to go into 
operation when regular channels are jammed; and interphone circuits 
for exchange of radar observations and other severe local storm 
information in the Midwest where most needed. These channels will 
contribute much toward preventing publication of conflicting infor- 
mation as occurred in earlier storms because of the impossibility of 
exchanging storm reports promptly between Weather Bureau stations 
and coordinating the complex indications that enter into accurate 
location of storm centers and determination of their movement and 
development. 

We found in the severe hurricanes and tornado situations of the 
last few years that our former communications channels were inade- 
quate for both incoming and outgoing messages; incoming reports as 
to where the storms were and their intensity, and how they were 
changing so that we could map them and forecast what they would 
do, and the outgoing communications for getting our information to 
other Weather Bureau stations—to the smaller stations—and to the 
press, radio, and TV. We have made important improvements in 
our communication facilities, and I would like to take a moment when 
I finish with the statement to show you the charts which tell in a 
picture much more quickly than I can, just what was done. 

Although provision was made in earlier years for temporary increase 
in staffs of principal weather stations during emergencies, it was found 
in 1954 that these provisions were inadequate during major storm 
conditions. Not only are additional weather observations on the 
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ground and in the upper air required under such conditions but also 
the work of weather-map analysis increases greatly and much time 
must be given to briefing the press, ratio, and TV representatives who 
disseminate storm warnings. To cope with these circumstances the 
staffs of weather stations in the storm regions are now augmented by 
bringing in meteorologists from stations outside the threatened region. 
At some stations where this is not a complete solution, permanent 
small additions to staffs have been made to provide continuous 24-hour 
services where necessary. Emergency warning centers have been 
strengthened by adding a hurricane forecaster and from 1 to 6 sup- 
porting staff. River forecast centers and State forecast centers in 
the regions most affected have been increased in staff to maintain 
continuous day and night coverage and avoid surprise by storms that 
develop during the night. During the fiscal year 1956, 481 employees 
have been added directly for improvements in storm forecasting and 
warning services. 

Sometimes people ask why weather forecasts and storm warnings 
are not as specific as predictions of events in some other scientific 
fields, for example, in astronomy where solar eclipses are predicted 
with certainty long in advance. For several reasons weather fore- 
casting is neither the most exact nor is it the least exact among the 
sciences that provide predictions of events or phenomena of import- 
tance in human activities. Weather and climate result from very 
complex interactions cf conditions that characterize the atmosphere. 
The factors involved are not only very mobile but also very change- 
able. Moreover, many of these factors are still unknown and cannot 
be measured by any means now available. This brief view indicates 
why research in meteorology is very necessary. 
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The two general research projects that were authorized by Congress 
last vear are the most comprehensive ever authorized anywhere in the 
world on severe storm analysis and predictions. 

The national hurricane research project and the tornado research 
studies brought out in 1955 as result of authorizations of Congress are 
the most thorough studies of these subjects ever undertaken anywhere. 
Tn planning these projects the Weather Bureau has sought the best 
known exnerts in the specialized subjects relating to this research- 
scientists from research institutes in the universities, from the military 
departments, and from other recognized research organizations here 
and abroad. The designs and methods of attack on meteorological 
problems developed in the many conferences of these panels of experts 
represent information of fascinating interest that can be presented in 
more detail with the aid of charts if the committee desires. One of the 
plans provides for aircraft soundings of the atmosphere surrounding 
tornado-producing conditions. This plane is equipped to obtain more 
comprehensive measurements of these conditions than ever before. 
Study of the data should reveal ways to predict tornadoes more defi- 
nitely and perhaps show how their destructive effects can be modified, 
if this is possible. 

I am referring to the suggestions that you have read in the press 
that, perhaps, there are wa ays to control the weather. We are de- 
signing these research and development projects to determine the 
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possibilities in weather control. There are some possibilities, but 
how great is impossible to say at present. We do not know enough 
about what causes formation of these storms and what the various 
factors are that determine their development and their movement. 

The research includes studies of the mechanism of flood-producing 
storms and other severe atmospheric disturbances with a view to 
finding whether it is practicable to apply any form of artificial control 
either to divert the storms away from populous centers or to other- 
wise modify or dissipate their destructive features. Ideas on this 
subject are still highly speculative but the importance of developing 
whatever possibilities there may be fully justifies the carefully planned 
research work included in this program. Research projects provide 
for development of radar observations for detecting incipient flash- 
flood conditions and many other possibilities relating directly to storm 
forecasting. 

Another extremely interesting subject in the research work is 
weather forecasting by electronic computer (electric brain) and use 
of this computer to estimate the ultimate consequences of weather 
control on the normal weather and climate of the world. Some of 
these projects can be described in more detail with the aid of diagrams 
and charts. 


WEATHER CONTROL 


I would like to add briefly that there has been some loose talk about 
weather control. Suppose, for instance, we were successful in reducing 
the intensity and severity of wmters. We can tell fairly well by exam- 
ining what happens in mild winters that occur naturally what would 
be the result of artificial modification. 

One thing that we are quite sure of is that the ramfall in places like 
the Mediterranean and southern California where the precipitation 
comes almost entirely from winter showers would be very much cur- 
tailed. So, we would have a ver v serious problem of w ater shortages. 
It is already acute in some years. So, this paragraph refers to the 
fact that we are looking into the probable consequences if we tried 
large-scale control of weather. 

This is not purely conjectural. These studies, of course, involve 
the theory of rain formation and they bring us results that are of 

value in our day-to-day forecasts and in improvements of the methods 
of forecasting as well as in this theoretical category that I just men- 
tioned. 
WEATHER EVENTS OF 1955 


Weather in the United States during the calendar year 1955 again 
brought storminess and floods somewhat more serious than the previ- 
ous long-time averages for such conditions in this country. The 
following table gives some of the major weather events during the past 
year. 

I have just listed some of the most important occurrences in this 
table. 

(The information is as follows:) 
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Weather events of 1955 


Event Month 
Hurricane Alice: Atlantic and Caribbean Sea____-_ ----- icin ss epcens an 
Floods: Ohio Basin - see acne eR Ne I ee ae March. 
Severe freeze in Southeast_—___________~- Lee wat Do. 


Snowstorm: Wyoming___-_-_- ; (AS tes April. 


Drought: Western Texas and Kansas_____.--_-_ .._---------__-- Soring. 
Tornadoes: Blackwell and Udall, Okla__..............--........ May. 
Floods: Little Rock, Ark OT DE as ee ES . Do. 
Flash flood: Las Vegas, Nev_--__- pee SS. Vee J Ta 
Hailstorm: 
eR UNE tea Se aa th oe eee aes he pk ie Do. 
cal tah i intnidisliin oliemalie winks nies LY 
Hurricanes Connie and Diane: Carolinas and Vi irginia , _ August. 
Floods associated with Hurricane Diane: Middle Atlantic and New Do. 
England States. 
Hurricane Ione: North Carolina___._.._-._._~_-~ wits _._..... September. 
Troyical storm: South Texas oe: a a aol cee un SEE Do. 
Rain storms: Sioux City, Iowa ete ae bg oho ee Do. 


Floods: New York and New England_______-____-__--- ~c2t.. Seeeee. 
Severe Freeze: Pacific Northwest ._.. November. 
Floods: Califernia and Oregon .-+--.-+ December. 
a al la cee ial Do, 

Mr. ReicHeLpERFER. Unfortunately, the total number of deaths 
attributed to these storms and floods during 1955 exceeds 300 and the 
total property damage exceeds a billion dollars, many of the losses 
preventable. 

In its estimates for 1957 the Weather Bureau is requesting two 
appropriations under the same categories as in 1956—that is, for 
salaries and expenses, $35,500,000, which includes an increase of 
$1,410,000 above the present fiscal year; and for establishment of 
meteorological facilities, $2,500,000, “which will provide additional 
radar for severe storm detection and other urgently needed facilities. 

We have much additional material which I will not take the time 
to present in detail now. We have a listing of individual projects 
that we have accomplished and charts I hope we will have an oppor- 
tunity to show, giving more clearly what we are doing in the hurricane 
and the tornado research. Then we have a further breakdown on 
the establishment appropriation, if the committee desires. 

May I have that one chart I mentioned in the discussion? This 
[indicating] shows, for example, what we have done in communications. 


COMMUNICATIONS 


Tornadoes develop very rapidly. Sometimes the forecaster can 
say no more than that in an area of 20,000 square miles there is a 
tornado threat. He cannot say, “‘A tornado will develop at point X.”’ 
The storm may not be in existence 30 miles from point X, or a half 
hour earlier. It develops that quickly. 

Communications to report tornadoes, for the purpose of evacuating 
the schoolchildren and getting the people into the storm cellars, must 
be very quick in operation. 

The network in the upper left is a direct telephone or interphone 
circuit operated during the 4 or 5 months of maximum tornado fre- 
quency, so that it is possible to exchange information immediately 
when a tornado develops for warning all of the communities concerned. 

This is a good point to mention that a film called Tornado—a 15 
minute film—has been prepared, carrying out the suggestions of Con- 
gress that the public ought to be more fully informed of these things. 
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It is an excellent film. We would like sometime, at the convenience 
of the committee, to show it. It is not only informative, but is a 
“thriller.”” The people who prepared it in cooperation with us did an 
excellent job. 

In order to collect the reports promptly under severe storm con- 
ditions of all. kinds—floods, hurricanes, and so on—we found it was 
necessary to bolster our communication facilities for incoming standard 
weather reports. This is the severe storm teletypewriter circuit illus- 
trated in the lower left-hand corner. 

Weather behavior is very complex. The more we learn about it 
the more evident it becomes that we must have detailed information 
from the ground right on up to the highest levels we can reach with 
sounding balloons. This gives a mass of data altogether too great 
for the individual field stations—stations like Nashville, Cincinnati, 
Duluth, and so on—to analyze independently. All data have to be 
plotted and the maps analyzed in a major center. 

Of course, this map is of the greatest value if you can get it out 
immediately. If there is delay it loses its value—it is, in a sense, a 
“perishable” product. 

The military services just after the war developed a facsimile means 
of transmission of weather maps, and we have been able to disseminate 
maps more promptly by the means illustrated in the upper right-hand 
corner. The red dots are localities where we have installed the 
facsimile drops, the facsimile machines, this year. 

The whole system of facsimile transmission is tied with the military 
services. Some of the circuits we use for general transmission are 
military circuits paid for by them at the present time. 

Mr. Chairman, I have tried to give you a bird’s-eye view of what 
we have accomplished, and the foundation for our request for the 
increases this year. 


SALARIES AND EXPENSES 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 





1. General weather services. -....-.-.----- : $23 277, 697 £30, 862, 600 $30, 804, 600 
2. Research - sii enn dite wee eran 586, 518 1, 602, 000 2, 952, 000 
3. Administration - - apse ; 1, 470, 363 1, 685, 400 1, 743, 400 
"Titel GOIMERIONG .. .1 02-46 54<00--- 25, 334, 578 | 34. 150, 000 35, 500, 000 
Financing: 
Unobligated balance no longer available. - - j 34, 033 
Unobligated balance transferred (69 Stat. 29) from- 
“Testing and research laboratory, Bureau of Public 
Roads’’_..-- —100, 000 |----.---- 
“Construction of laboratories, National Bureau of | 
Standards”. .....--. waichnele Sap ASS —90, 000 
Appropriation (adjusted) - : 5, ‘17 8, 6 11 32, 500, 000 500, 000 


Proposed supplemental due to pay incre Reese Boa eels 1, 650. 000 |-- 
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Obligations by objects 


1955 


Total number of perme>-ent nositior 
Full time equivalent i 
Average number of all « 
Number of employee 


ther positions 
plovees 
nd of vear 


Average s i] ries and er ides: 
General schedule 
Average salar 
Average gradk 
Personal services 
Permanent vositions 
Positions other than perm 
Reeular pay 52 week hase 
Pavment above basic rates l 


$18, 2 
nent 


ibove 


Total person: l services 20, 129 
02 Travel 

03 Tr 
04 
05 
06 


07 


nsportation of 


things 573 
i 380 
S34 
RA 
340 
ot! iwencie 20 


Communications services 
Rents and utilits 
Printing and reproduction 
Other contractu‘l service 
Services performed by 


im } 


iwerials 


services 


Os 
OY 
10 
13 
15 


Supplies ar 
Equipment 
T.ands and structures 

Refunds, awards, and indemniti 
Taxes and assessments 


Subtotal 
Deduct charges for quarters and sul 


Total obligations 


Budget authorizations, expenditures 


tual 


BUDGET AUTHORIZATIONS VAILABLI 

Avpronriation 

Transferred from ‘‘Ship mortgage-foreclos re 
tingencies, Maritime Activities’’ 


or forfeit’ 
69 Stat, 241 


Adjusted appropriation (subtotal) 
Pronosed supplemental dve to nay increases 
Unobligated balance transferred (69 Stat. 29 

“Testing and research laboratory 

Roads” 

“Construction of laboratories, National Burs 
ards’”’ 
Obligated balance brought forward 


from 


Bureau of Public 


Total budget authorizations available 


EXPENDITURES AND BALANCES 


Expendit™res 
Out of evrrent authorizations 
Out of antici xated supnlemental anvropri 
Out of prior authorizations 


Total exnendit res 
Balance no longer available 
Unobligated (expiring for obligation) 
Other 
Obligated balance carried forward 


Total expenditures and balances 


actual 


300 
50 
ini! 


303 2 


Ooo : ,2 


1956 estimate 


874 


f 


, 100 
700 
Onn 
600 


400 
A500 
20" 
100 
» SOO 


om | 


300 
O00 
300 
. 100 


R00 | 


200 


34, 200 


000 


and balances 


1956 estimate 


500, 000 


61] 


32, 5000, 000 
1, 450 000 


000 


, 000 


045 


710, 400 
586, 000 


3, 249, 900 | 


446, 400 


1957 estim: 


om 
700 


$23, 293 


346, 
. 799, 900 
439 
4065 
710 
179 
728 
130 
, 621 
170 


AOD 
700 
400 
600 
100 
AO 
R00 
000 
600 
600 


. 200 
100 


200 
. 200 


, 000 


1957 estimate 


$35, 500, 000 


35, 500, 000 


3, 056, 946 


556, 946 


, 830, 300 
64, 000 
376, 600 


34, 270, 900 


286, 046 


. 556, 946 
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SUMMARY JUSTIFICATION DATA 

Mr. Preston. The first item under this general subject will be 
“Salaries and expenses,” page 143 of the committee print and page 
1206 of the justifications. We will insert in the record at this point 
pages 1206 and 1207 of the justifications. 

(The information is as follows:) 


Summary of requirements 


Appropriation, 1956 : 
Proposed supplemental due to pay increases 


$32, 500, 000 
1, 650, 000 
$34, 150, 000 
— 60, 000 


34, 090, 000 


Total anticipated appropriations- ---_--. 
Deduct: Nonrecurring (1 day’s pay in exeess ¢ 
Base for 1957 
Net difference, 1957 over 1956 


Cc i » > Ss : 
Requirements Difference, 


By activity 


General weather services 
Research 
Administration 


Gross requirements 


endhiatasi - increase (+) 


1956 
adjusted 


1957 
estimate 


$30, 802, 600 Leon 800, 100 
1,602,000 | 2,952, 000 
1,685,400 | 1,747, 900 


..| 34,090,000 | 35, 500, 000 


Total estimate of appropriation, 1957 


or de- 
crease (—) 


+1, 410, 000 +1, 410, 000 
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JUSTIFICATION OF ADDITIONAL POSITIONS 


Mr. Preston. This is in the amount of $35.5 million, which is an 
increase of $1,410,000 over the fiscal year 1956 base. 

Doctor, will you discuss the increase of 150 positions proposed for 
fiscal year 1957? 

Mr. ReIcHELDERFER. Our increase for 1957 is made up entirely for 
research. 

In order to analyze the storm data and find out how we can develop 
better methods of forecasting, more accurate means of telling where 
tornadoes will develop, and just how extensive the danger zones of 
hurricanes will be, we must have very extensive studies. This 
increase is primarily to add staff for that purpose. 


GENERAL WEATHER SERVICES 


Mr. Preston. In the chart on page 1208 I see there are 150 addi- 
tional positions under the heading of “General weather services.’’ 

Mr. ReicHeLperFER. “General weather services’; yes, sir. This 
goes in part for strengthening stations and in part for technicians for 
new radar installations. Our staffing arrangements at these stations 
are fairly well standardized. If we add a radar station it takes a 
certain minimum number of staff to operate it. 

This particular number is to annualize the increases of this year. 
Mr. Grubb, will you speak directly to that? 

Mr. Gruss. Mr. Chairman, for general weather services we are 
not asking for an increase in the number of positions. The number of 
positions from fiscal year 1956 to fiscal year 1957, full-time permanent 
positions, is the same, 3,996. We are, however, asking an increase 
in man-year employment of 143 man-years for permanent positions 
and 7 man-years for part-time employment or a total increase of 150 
man-years. 

This request originates solely because of the need for annualizing 
next fiscal year those positions which were filled this year on a part- 
year basis. 

Mr. Preston. Where is the breakdown on the 150 new positions 
in the field of research? 


RESEARCH POSITIONS 


Mr. REICHELDERFER. I did not make this clear, Mr. Chairman, in 
my first statement. 

What is the increase in research positions? 

Mr. Gruss. Forty full-time positions. 

Mr. ReIcHELDERFER. There are 40 full-time positions. That is 
shown on page 1239. The total number of positions in the 1957 
estimate for research is 195, an increase of 40 over the 1956 estimate. 

Mr. Preston. You covered a great deal of territory under this 
heading of “‘Salaries and expenses”’ in your general statement, at the 
outset? 

Mr. REICHELDERFER. Yes, sir. 


COMPARISON OF 1956 APPROPRIATION AND 1957 ESTIMATES 


Mr. Preston. You reviewed what you did with the increased appro- 
priation that you received last year, and you have discussed pretty 
generally your program, based on the 1956 appropriation. There is 
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not a great deal of difference in your proposed program for 1957, com- 
pared to what you have done with the increased appropriation for 
1956; is there? 

Mr. ReicHeLDERFER. In the regular operating services there is no 
increase. The increase of 40 positions is entirely for research. There 
is an additional annualization requirement for those operating program 
that were on a part-year basis in 1956. 


HURRICANE WARNING DEVICES 


Mr. Preston. I do not suppose you have had time to make much 
progress by way of obtaining and using hurricane warning devices 
yet; have you? 

Mr. ReicHELDERFER. There have been improvements; yes. We 
have some radars installed. The radar at Hatteras, for example, was 
invaluable last year. We just could not have given good hurricane 
warnings without it. 

As to the advanced design radar, the contracts have not been let yet. 
We are having difficulty in getting bids at what we think is a reason- 
able price, but we are pushing as much as we can to complete the 
contracts at a reasonable price. 

There are other improvements. One of the things that is being 
done, in cooperation with the Air Force and the Navy, is to develop 
a hurricane buoy, a balloon at a constant level that will, we hope, stay 
inside the central area of the hurricane and follow along with it so 
that we can fix where the center is at all times. 

At the present time the fixes are partly by radar and partly by 
aircraft reconnaissance. The aircraft reconnaissance is necessarily 
intermittent. The aircraft cannot follow the hurricane all the time. 

The radar gives the center—the locus—of the rainbands. It does 
not necessarily give the lowest atmospheric pressure center. This 
makes things more complicated, because sometimes the rainband 
center does not coincide with the pressure center, and it is the pressure 
center that has most to do with the wind circulation and perhaps with 
the movement of the storm. 

This is one of the things we are not certain about. We have more 
instrumentation to perfect, but we have made some improvements 
during the past vear. 


PROPOSED 1957 RESEARCH PROGRAM 


Mr. Preston. I believe you have already commented in your 
general statement about what you propose to do with the additional 
research funds in fiscal 1957. 

Mr. ReicHeLperFeR. In general I have, but I would like to take 
2 or 3 minutes and ask Dr. Wexler to show you some charts, which 
give it much better than I have given it in the statement. May I do 
that now? 

Mr. Preston. Yes, sir. 

Mr. ReIcHELDERFER. We will do this very briefly, but this shows 
vividly what we are trying to do and it seems to me much: better:than 
the general descriptions. 

Mr. Wexuer. Most weather arises out of a conflict between the 
tropical air and the polar air; the tropical air is heated by the hot 
equatorial sun and moves northward, while the polar air, trying to 
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et warm, moves to the south. At high levels above the junction 
ine between the tropical air and the polar air we have the well-known 
jet stream that pilots try to take advantage of. 

This jet stream has other significance, besides that of improving 
the speed of the airplanes. It has a very key role in forming storms, 
particularly the tornadoes, which I will come to in a moment, and also 
directing the path of hurricanes, which I will take up first, since 
they have been the major disaster items in the country during the 
last few years. 


FORMATION AND PATTERN OF HURRICANES 


The hurricanes which affect the United States form in the tropical 
trade-wind regions in the southern portion of the North Atlantic and 
move with these trade winds toward the west. Some of them may 
go into the Gulf of Mexico, but a good many turn northward as they 
come up to the coast because of the air currents associated with the 
Bermuda anticyclone, and then move up along the coast in those 
currents. Then when they hit the jet stream they are deflected 
eastward and may cross the Atlantic and hit Europe, although not 
usually with the same intensity. 

A good many of the hurricanes that nave developed in the last few 
seasons have affected the east coast of the United States because of 
the unusual configuration of the jet stream. Instead of having a 
configuration which would keep the hurricanes well out in the Atlantic, 
[indicating] the jet stream would have a sharp nose turning them 
toward our coast rather than eastward out to sea. 

The problem of predicting the jet stream is of tremendous dimen- 
sions. We have to have data not only from all over the Americas, 
but from most of the Northern Hemisphere as well. Because this jet 
stream circles the entire Northern Hemisphere, the electronic com- 
puter has turned out to be the best tool for computing the convolution 
of the jet stream, which is so important for the hurricanes moving up 
the coast. 

Assuming a good portion of our research activities, using the uni- 
versity people, is directed toward the basic forecast of this jet stream, 
which has an importance not only for the hurricane problem but also 
for the tornado problem—which I will come to in a little while—and 
assuming we get a good forecast, this prediction [indicating] is usually 
in terms of a smooth path. This path [indicating] was a forecast 
made when the hurricane was south of Hatteras. ‘The forecast was 
made for a period 24 to 36 hours in advance. It gave a smooth path, 
indicating the hurricane was moving along with the jet stream. It 
has a predicted trajectory of this type [indicating]. 

The more we go into the hurricanes the more we find out that 
smooth paths of this type are really very rare. We are inclined to 
have wobbles on these things, so that when you get down to the shorter 
period forecasts, from 6- to 12-hour forecasts, it is extremely important 
that you get the smaller motions superimposed on this smooth path. 

This device [indicating] shows schematically how a wobble might 
look. Actually this path if much more regular than occurs in nature. 

The blue area [indicating] refers to the very high seas caused by the 
hurricane winds, whereas the red area [indicating] denotes the width 
of the severe hurricane winds. For the same smooth path we have the 
wiggles around it [indicating]. It may turn out that the wiggles are 
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superimposed in such a manner. Most of the damage would miss 
Hatteras but would hit Delaware, Maryland, New Jersey, and Long 
Island. 

Suppose that we assume the same smooth path is preserved, and the 
wiggles take on a different shape, instead of wigs and wags, and they 
just move up like that [indicating]. You can see that instead of miss- 
ing Hatteras and North Carolina, it would hit North Carolina but it 
will miss Delaware, Maryland, New Jersey, the western part of Long 
Island and would hit eastern Long Island and part of New England. 

These wiggles and wobbles are very important. 

We have two problems. One is the improving of the forecasts of 
the smooth path, which we are working on with the computer and the 
facilities in the Northern Hemisphere “meteorology. And the second 
is to get these wiggles and wobbles clear, since they involve rather 
detailed information. We require radar airplanes and very dense 
networks. The radar gives us quite a good picture of hurricanes, 
although sometimes there are complications. There always are. 

This [indicating] is Hurricane Connie of last year, shown by the 
Norfolk radar and also the Hatteras radar. The picture on this 
radarscope was obtained by the Norfolk radar. It is exceptionally 
clear. Norfolk is about here [indicating] and the hurricane center is 
about 80 miles south. 

We have a typical bandlike structure, something like a spiral 
nebula, where these bands spiral to the center as the storm rotates. 
By following these things continuously, which radar enables us to do, 
we find out that the tracks are extremely wiggly and they loop the 
loop on occasion. 

I am afraid this chart [indicating] is too small for you to see in detail, 
but I think I can get the high points across. 

Our hurricane plans involve the use of three research aircraft. 
There are two B—50’s and one B-47, which fly into a hurricane at 
three different levels, ranging from 1,000 to 40,000 feet. These air- 
planes are to be equipped with the latest meteorological equipment. 
They have accurate navigation equipment and radars. They also 
have instruments necessary to get the complete structure of the hur- 
ricane, by measuring temperature, pressure, wind, humidity, whether 
the clouds are snow droplets or water droplets, and so on. 

These data will be taken down on automatic punch card machines 
and recorders, so the data we obtain will be immediately available 
and thus also can be used in forecasting the storm’s movement. 

In addition to the airplane we have radiosonde stations. We are 
enlarging the network of radiosonde stations by eight in the West 
Indies. We are taking advantage of the military radiosonde station 
network that they use on their guided missiles testing ground off 
Florida. 

We are cooperating with the other nations that have stations in 
the West Indies: Great Britain, France, the Netherlands, and 
Colombia. We make use of their facilities, expanding on our radio- 
sonde network. 

The whole point of this very detailed examination is to throw further 
light on the structure of the storm, its motions, and find out why the 
storm wiggles as it does. 

We want to learn more about the energy budget of the hurricane. 
You might be interested in the figures on energy. <A typical hurricane 
takes in about 20 million tons of air every minute at the bottom, 
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usually below a few thousand feet, and this air ascends like in an 
elevator and it is thrown out at the top, around 30,000 or 40,000 feet. 
This process acts like an enormous wringer. It wrings out the 
moisture. This moisture condenses and produces heat energy at a 
rate equivalent to about 600 atom bombs a minute. A typical hurri- 
eane lasts 10 days, and in the course of that 10 days liberates heat 
by the condensation of water which is on the order of 10 million atom 
bombs. This is enough to supply all electrical energy for the United 
States for the next 600 years. You can see that a storm of hurricane 
size is quite a formidable object. 


CONTROL OF HURRICANE 


In trying to control such a storm we are dealing with something 
far beyond our capabilities. Now, we do hope by learning something 
more about the storm structure we can begin to probe for weak spots, 
particularly at the early stages and that it might be practicable to 
control the storm, partic ularly at the initial or weak stage. At the 
initial stage they start out as rather weak waves. Then about 1 out 
of 10 develops into. a hurricane. We do not know exactly why. It 
may be in the initial stage, before the storm has amassed so much 
energy, that something could be done toward diffusing that energy 
into a number of smaller cells, rather than a large hurricane. 


STORM SURGE OR HIGH-WATER PROBLEM 


Our research is also directed at the storm surge or high-water 
problem. The big killer is the high water which the storm kicks up 
and pushes to the coastline. We have research underway in co- 
operation with various universities, such as Texas A. and M. and Okla- 
homa A. and M. and New York University, to go into these problems. 

There is work on radar investigations, by the University of Florida. 

We have about 25 research contracts which we have negotiated in 
the last few months with these universities and institutes. Work is 
actually underway. 

We have a panel of about 25 of the world’s leading experts on meteor- 
ology and hurricanes, whom we draw upon for advice. 


FORMATION AND PATTERN OF TORNADOES 


Let us now consider the tornadoes. The tornado differs from the 
hurricane in the following way: A hurricane might look as big as a half 
dollar on this map [indicating] whereas the tornado is so small that it 
would take a pinpoint to show its area. 

Furthermore, the hurricane might last for 10 days and cover 
thousands of miles, whereas the tornado would last only for 2 hours, 
and would only cover 10 or 20 or 30 miles. Very rarely does a single 
tornado cover more area than that. 

By a condition involving the conjunction of warm air, cold air, 
and the jet. stream, there are created conditions favorable for the 
tornado. This condition occurs mostly in the springtime when there 
is the largest contrast; the temperature of the tropical air is very 
warm as it comes from the tropics, and the temperature of the polar 
air is very cold as it comes from the north, with the two meeting in 
this area [indicating] and giving the Midwest the greatest incidence 
of tornadoes. 
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At the front between the tropical air and the cold air we have 
mysterious shocks drawn off which we call squall lines. That may 
cover an area such as this yellow [indicating] of about. 20,000 square 
miles. 

Our present day forecast techniques try to determine where through- 
out this area [indicating] the severe storms will occur—the thunder- 
showers and the bail showers and the tornadoes. Where will they 
most likely occur? 

Once we have delimited or depicted that area—which looks like 
this [indicating]|—these are the States in the Midwest. where we 
expect the squall line to cause the severe weather. 

This particular squall line may have a dimension of 200 miles long 
and 20 miles wide, and it cuts across this area [indicating], which is 
200 miles by 100 miles, before it dies out. This area [indicating] is 
marked with hailstorms and thunderstorms and occasionally tornado 
funne!s, such as the one shown here [indicating]. The tornado funnel 
itself is extremely small. The diameter may be only 100 or 200 
yards. A picture of one of these is shown here [indicating]. 


TECHNIQUES AND EQUIPMENT USED IN TORNADO STUDIES 


The problem of attacking the tornado is quite different from the 
problem of the hurricane, because it is much smaller and much more 
elusive. We have to take different steps and invoke special tech- 
niques. For example; we are making use of specially equipped 
airplanes. These are not the big types, the B—50’s or the B-47’s, 
but the small single passenger airplanes. The P-—51 actually is the 
plane. They will be equipped with instruments, cameras, voice 
recorders, electrical recording apparatus, to go into this yellow area 
and into this squall line and approach as close as is safe to the tornado 
funnel to take measurements. 

In addition, we have a whole battery of radars focusing on that 
squall line, pointing out where the significant storm areas are and 
telling the airplane pilot to look into this storm area. 

We will also have other special equipments lined up to try to give 
us some indication of the squall line before it is observable on the 
radar. To be observable on the radar we have to have precipitating 
clouds. We have some ideas and some verification from observation, 
in fact, that long before the squall line forms with precipitating 
clouds and severe weather we have a sudden rise in pressure, called 
the pressure jump, which may be a precursor of the later development 
of the severe weather. 

Here again we are making use of universities, particularly in the 
Midwest; Texas A. and M., Oklahoma A. and M., St. Louis Univer- 
sity, the University of Wisconsin, and the University of Chicago to 
help us study these severe storms and tornadoes. 


BREAKDOWN OF HURRICANE AND TORNADO RESEARCH PROJECTS 


Mr. Preston. We will insert in the record at this point the bottom 
of page 1242 and page 1243 of the justifications, which give the 
breakdown of the various research projects. 

(The information is as follows:) 








475 









The following is a summary of the hurricane and tornado research program for 
fiscal year 1957: 






Hurricane and tornado research, 1957 







Weather 


Contract 
Bureau 










1. Hurricane project: 
(a) Hurricane structure: 








(1) Pata collection $144, 000 $327, 000 $471, 000 

(2) Reséarch and analysis 50, 000 58, 000 108, 000 
(6) Hurricane movement research: 

(1) Short-period movement 95, 000 15. 000 110, 000 

(2) Long-period movement 24, 300 24, 300 
(c) Storm-induced inundations: | 

(1) Data collection | 50,000 |... 50, 000 






(2) Research and analysis | 165, 000 25, 000 190, 000 






Total, hurricane project 504. 000 449, 300 953, 300 






2. Tornado project: 
(a) Data collection 







(1) Upper-air observations | —- 206, 000 206, 000 

(2) Tornado-damage surveys 50, 000 50, 000 

(b) Research and analysis. 143, 000 51, 500 194, 500 
Total, tornado project | 193, 000 257, 500 450. 500 








3. Basic research: 





(a) Atmospheric circulation studies_ 95, 000 120, 000 215, 000 
(6) Physical meteorology. ‘ { 210, 000 113, 100 323, 100 
(c) Dynamic climatology ] 12, 000 10, 000 22 000 
















Total, basic research - - - - 317, 000 243, 100 560, 100 
4. Development of operational techniques: | 
(a) Observational network design 25 000 25 000 
(hb) New atmospheric sounding systems i 25, 000 25. OM 
(c) Measurement of meteorological elements 
1) Observations | 10, 000 10, 000 
2) Research and development 80, 000 12, 500 0° 5D 
(d) Research and development, data processing, storage, re- | 
call { 30, 000 30. 000 
(e) Theoretical investigations and preliminary design of 
experiments on weather control 43, 000 13. 000 






otal, operational techniques | 203, 000 22, 500 295 FOO 
§. Supporting Requirements 
(v) Field headquarters staff 140. 600 140, 600 
(>) Consultant and advisory services 2 000 















Total, supporting requirements 160, 600 160, 600 







otal persoval services cost AQ9 BRS £99, BR5 
Total other objects cost + 1,217,000 533. 615 1, 750, 615 






lotal hurrieane and tornado research, 1957 1, 217, 000 1, 133, 000 2, 350, 000 
Deduct: Hurricane and tornado research funds in 1956 appropria- | 
tions 411, 000 189, O00 — 1, 000, 000 

















Increased support required in 1957 706, 000 644, 000 1, 350. 000 





ESTABLISHMENT OF METEOROLOGICAL FACILITIES 
Program and financing 





1955 actual | 1956 estimate 1957 estimate 


| 
| 
Program by activities: | 







' i 
1. Upper-air observational equipment-__-. ‘ pererai } $2, 402, 660 | $81, 340 
2. Weather surveillance radar ‘ - ath ool 2, 434, 500 | 1, 103, 500 
3. End-of-runway observational equipment : , oa 660, 600 580, 000 
4. Other surface observational facilities : eae oe ag oe 213, 540 35, 060 
5. Hurricane and tornado research equipment i Na ar 497, 000 su 
6. Construction of facilities in Territories : : 215, 000 | 670, 000 
7. Engineering and technical support ca siabate tobe — 181, 400 | 183, 500 













Total obligations.._.....-..-_-- oe SETS as. gor Jo eee 2, 654, 300 






Financing: 
Unobligated balance brought forward ___- Oe ee Tes — 895, 300 
Unobligated balance carried forward ___-- : Teen ere : | 895, 300 | 741, 000 












Appropriation. ____- entice aaiee uae ats ; ees Sok ee 7, 500, 000 2, 500, 000 
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Obligations by 


Object classification 


objects 


1955 actual 


| 1956 estimate | 1957 estimate 


Total number of permanent positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 

General sched" le grades: 
Average salary 
Average grade 


Personal services 
Permanent positions 
Regular pay above 52-week base 
Payment above basic rates 


Total personal services 
Travel ‘ 
Trans»ortation of things 
Communication services 
Other contractual services 
Sup™lies and materials 
Equi »ment ea 
Lands and structures. - 


Total obligations 


Budget authorizations, 


1955 actual 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 7 Leveandetanneaccbticia 
Balance bro ght forward: 


a sae ai ai chica 


IG on cennc ces 
Total budget authorizations available 
EXPENDITURES AND BALANCES 
Expenditures— 
Out of current authorizations --_.-__~- 
Out of prior authorizations... -~_- 
Total expenditures........6.+.........-. 


Balance carried forward: 
Unobligated 


_| $7, 500, 000 
| 


29 
24 
26 


$5, 208 
GS-7.2 


27, 090 
405 
7, 905 


$139, 515 


135, 400 
20, 735 
75, 700 

400 

246, 790 

1, 525 
5, 459, 150 
655, 000 


2, 680 
103, 415 
1, 581, 450 
712, 000 


6, 604, 700 


2, 654, 300 


expenditures and balances 


1956 estimate | 1957 estimate 


$2, 500, 600 


895, 300 
5, 418, 000 


8, 813, 300 


307, 200 
775, 300 


1, 082, 500 


895, 300 
5, 418, 000 


7, 500, 000 | 


741, 000 
6, 989, 800 


8, 813, 300 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. We will take up the next item, ‘‘Establishment of 


meteorological facilities,”’ 
147 of the committee print. 


on page 1259 of the justifications and page 


— 


We will insert in the record at this point page 1259 of the justifica- 


tions, as well as page 1260. 
(The information is as follows:) 













Summary of requirements 


Appropriation 1956 $7, 500. 000 
Deduct: Nonrecurring items ‘ 7, 500, 000 










Base for 1957 0 





Require 
ceil liao ments 
By activity 1957-59 


(estimate) 













1. Construction of facilities in Territories _- $670, 000 
2. Weather surveillance radar > ‘ 988, 000 
3. End-of-runway observational equipment. -- 734, 000 
4. Engineering and technical support- - - - - ’ . ‘ 108, 000 






Total ¢ estimate of appropriation-_----.---- idiiiapihanis aka — eins ‘ 2, 500, 000 












Summary of estimated obligations, 1957-59 













Fiscal year 





Object classification —$___ 
1957 1958 1959 Total 3 
in years 













Total number of permanent positions. ti iad 7 8 8 

Average number of all employees_-...........--- iba ‘ 5. 0 | 8.0 6.5 
01 Personal services: Permanent positions-----.- 2 : aa $29. 97 72 l $46, 575 | $76, 547 
02 Travel i ailietAd pntietdl tanttenta towed beh thie biiade catkins oaked cual a 7 7, 925 | 17, 120 | 25, 045 
03 Transportation of things. - ec ct cui 23, 075 52, 400 | 75, 475 
04 Communication services a ietacpal dee daisies anak 100 100 | 200 
07 Other contractual services_..................-..- isa 58, 028 100, 645 158, 673 
08 ‘Supplies and materials abeckuned : 600 | 660 1, 260 
I se St else tacnccdccucnnceewiesiwacun | $1, 490, 000 | 2, 800 | de | 1,492, 800 
10 Lands and structures..............-.---.--------- x" 670, 000 | 670, 000 








Total, other objects._..........-..--. ’ aiid 2, 160, 000 92, 5: 28 170, 925 2, 423, 453 





a i ies. rast aaa 122, 500 217, 500 | 2, 500, 000 

















ACCOMPLISHMENTS OF 1956 PROGRAM 






Mr. Preston. This is a request of $2.5 million, compared with a 
request of $7.5 million in 1956. 

What facilities have you installed or modernized with 1956 funds, 
Doctor? 

Mr. REICHELDERFER. We have made considerable progress in in- 
stalling the improved upper-air sounding equipment, the equipment 
which was developed by the military, known as the GMD-1-—A equip- 
ment, for getting observations to higher altitudes and for more accu- 
rate measurements of temperature, pressure, humidity, and winds in 
the upper air. 

More than $2 million of the amount is for the new radar equip- 
ment. The exact amount will depend upon just what we are able to 
do in reducing the present bids. 

There have also been purchases of equipment for end-of-the-runway 
observations for aviation. This is for increasing the safety of landing 
in conditions of poor visibility and low cloud ceilings. 

Mr. Preston. | believe we went into that subject last year. 

Mr. REICHELDERFER. Those are the principal projects for which 
we have obligated funds this year, however, an additional half million 
dollars has been obligated for instrumenting the research planes. 
You saw that illustrated on the diagram which was just shown. 
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REVIEW OF MAJOR PROGRAM ITEMS 


Mr. Presron. Will vou discuss the four major items set forth on 
page 1261 of the justifications? 

Mr. RercHeLpEerRFER. The $2.5 million requested under the es- 
tablishment fund for 1957 is made up of 4 items. They are ‘Con- 
struction of facilities in Territories’; ‘‘Weather surveillance radar’’; 
“End-of-the-runway observation equipment”; and the necessary 
engineering and technical work to support those three general subjects. 

The funds available this vear are not sufficient to complete the 
network of radar stations. There will be 13 more added in the general 
program, at a cost of $988,000, estimated. 

The “Construction of facilities in Territories” applies to Alaska, 
where we are planning to maintain and operate observational stations 
formerly supported by the military; observations stations that have 
now become primarily civil functions. 

The cost of construction in these remote places is high, but the 
facilities are necessary. The living facilities and office facilities now 
are such they are simply uninhabitable, and the improvements must 
be made in order to keep the personnel stationed there at these 
outposts. 

These stations give us some of the first indications of development 
of severe cold waves and blizzards. Furthermore they complete the 
network of upper-air observations for the hemisphere, from which data 
are processed by the electronic computer for forecasts of the jet 
stream that Dr. Wexler just illustrated. 

As to the other item, the end-of-the-runway observation equipment 
consists primarily of a rotating beam ceilometer, an instrument to 
measure the height of clouds; and a transmissometer, which measures 
visibility. Cloud heights and visibility present some of the worst 
weather hazards for landing aircraft. 

Of course, observations from these improved facilities provide safer 
landings not only for commercial and civil aircraft but also for military 
aircraft. 

Mr. Preston. Do they require on-site personnel to operate them, 

or are they operaied by a form of communications? 

Mr. Reicuetperrer. They require only technicians for mainte- 
nance. The data are telemetered to both the control tower of the 
airport and the Weather Bureau office, where the information ean be 
read instantaneously from a dial. Under some circumstances the 
ceiling (cloud height) and visibility changes very rapidly. It is 
important to have the control tower and the weather station know 
immediately in case conditions grow worse. 

Mr. Preston. You seek $100,000 for engineering and technical 
suprort? 

Mr. Reicurevperrer. That is our estimate for the designing and 
other engineering work related to items 2 and 3 


ALASKAN HOUSING PROJECTS 


- 


Mr. Preston. We will insert in the record at this point page 1265 
of the justifications. 
(The information is as follows:) 
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Alaskan housing cost summary 


Housing ! Utilities ? 
—__— Sree tr tre Technical | 
| Construc- | Engineer- | SUPPort ° 
tion ing | 


Location | Total cost 
| Number of ene 
units Cost 


ellie rh os 3 | $126,100} $14, 000 $1, 400 $10,500} $152, 000 
Os oncdausscansumepankl ‘ 116, 800 23, 000 2, 300 10, 800 152, 900 
McGrath 40, 000 | 12, 000 1, 200 3, 300 56, 500 

160, 400 | 20, 000 2, 000 13, 600 196, 000 
St. Paul Island - 82, 900 | 20, 000 2, 000 7, 700 112, 600 


670, 000 


' ; , 
| SE a | < 526, 200 89, 000 8, 45, 900 
| | | \ 





1 Includes construction and furnishings. 

2 Covers expansion of water, sewer, and electrical services. Engineering costs estimated at 10 percent of 
construction costs. 

3 Covers awarding of contracts, supervision during construction, and inspection and acceptance of com- 
pleted facilities. Estimated at 7.5 percent of actual construction costs, 


Mr. Preston. On page 1265 of the justifications you have a list 
of housing projects in Alaska. Will you comment about these, Doc- 
tor? What is the cost of this housing? 

Mr. Reicuetperrer. I should be glad to comment on them in 
general. I think perhaps Mr. Little, who has been working on this 
phase in particular, might give it more briefly and more specifically 
than I can. 

Mr. Presron. Very well. 

Mr. Lirrie. This item includes the housing for Barrow, Kotzebue, 
McGrath, Naknek, and St. Paul Island, Alaska. 

At Barrow, sir, we propose to build 3 new housing units with the 
existing housing, to take care of a complement of 7 employees. 

At Kotzebue we propose to build 3 housing units together with the 

we have there, to take care of the 6 married employees. 

At McGrath we expect to add one housing unit. 

At Naknek, which is a place where we took over the upper air 
observation of the military services, with no housing available, our 
people are living in trailers at the present time. We propose to add 
four new housing units. 

At St. Paul Island we propose to add 2 housing units. 

That comes to a total of $670,000. 

Mr. Preston. We see the unit cost included on page 1,265, but it 
comes out to an average of $51,500 per unit, when it is figured out. 
Is that true? 

Mr. Lirrie. Yes; that is about right. 

Mr. Preston. I know that construction costs are high up there, 
but it strikes me that is an abnormally high figure. 

Mr. Lirrie. I will show you the type of building that we propose. 
This [indicating picture] is an apartment house building. These are 
where we have 1 or 2 buildings to put up. We also put them up as 
coitages [exhibiting picture] when only one is required. 

If we have several families to take care of, we put them in an apart- 
ment type building. That is the method that has been most satis- 
factory from the experience of the Civil Aeronautics Administration 
and Weather Bureau in Alaska. 

Mr. Presron. The cost is $51,000 for one of these things? Some- 
body must be getting fabulously rich from the Government. 


75136—56——31 
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Mr. ReicneLperFrer. The transportation costs are high, Mr. Chair- 
man. We have had occasion to go into this in some detail in con- 
nection with Barter Island, where the military personnel have been 
living in huts. Even though they are accustomed to hardships, those 
are completely unsatisfactory. 

When we include the transportation costs and pay high wages for 
labor in Alaska, these figures are really on the conservative side. 

Do you recall the figures on the Barter Island case, which is a 
recent one where we have tried to reduce the cost? 

Mr. Lirrie. $350,000. 

Mr. RerIcHELDERFER. We have had negotiations with the com- 
mercial companies concerned and with the military, trying to reduce 
the costs. I think we have reached the lowest cost level, although 
these prices are certainly high compared with costs in the United 
States. 

Mr. Preston. At Barrow you have 3 units. Is this [exhibiting 
picture] the type of building you would construct for those three 
units? 

Mr. Lirrie. Yes, that is right. 

Mr. Preston. With a total cost of $152,000 for that building? 

Mr. Lirrte. Yes, sir. The cost of the building is $126,000. Utili- 
ties are $14,000, including complete furnishings. Engineering is 
$1,400, and technical support $10,500. 

Mr. Preston. What does technical support mean in the case of a 
house? 

Mr. ReicHELDERFER. It includes such things as surveys for installa- 
tions and for laying cables from field instruments to offices and so on 
for incidental engineering services. 


PARTICIPATION OF CIVIL AERONAUTICS ADMINISTRATION 


Mr. Lirrte. It is the engineering support. At Barrow the Civil 
Aeronautics Administration will actually construct these buildings 
for us. 

Mr. Tuomas. The Civil Aeronautics Administration? 

Mr. Lirrue. Yes. 

Mr. Preston. You mean they will handle the contract? 

Mr. Lirrite. They will do the job for us. 

Mr. Preston. They will not build it but will let the contract? 

Mr. Lirrie. Yes; and supervise it. 


POSSIBILITIES OF SECURING SURPLUS HOUSING FROM OTHER GOVERNMENT 
AGENCIES 


Mr. Tuomas. What does the Civil Aeronautics Administration do 
in there that the Housing and Home Finance Agency, through the 
Community Facilities Administration, does not do? They have been 
in there for years and have spent a lot of money up there building 
houses. They had to take three-fourths of them back, I believe. 
That is an agency which has built a lot there, and knows all about 
the cost. In fact, they have some on their hands now they would like 
to get rid of. 

Mr. Lirrie. But these places are remote localities. 

Mr. Tuomas. Most any place you build up there is remote. 
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Mr. Lrrrie. Yes, sir. 

Mr. Preston. That is fabulous. 

Mr. Tuomas. Have you consulted the Community Facilities Ad- 
ministration of the Housing and Home Finance Agency with regard 
to housing in Alaska? 

Have you consulted the Office of the Administrator with regard to 
this matter? 

Mr. Gruss. No, sir. 

Mr. THomas. They have had more experience than anybody in 
the Government as to building this type of housing. 

Mr. ReIcHELDERFER. We will check with them. 

Mr. Preston. Have you exhausted every means of trying to obtain 
some surplus housing up there from the military, or from some other 
Government agenc y? 

Mr. REIcHELDERFER. We certainly do not like to put in a large 
estimate like this. We felt that we had exhausted every possibility, 
but we will be glad to look again to see. 

The furnishings in a house like that do make some difference. 

Mr. Tuomas. In 1 or 2 of the towns or cities up there they set up a 
housing authority, where they put up no money, and the Community 
Facilities Administration took over the housing and built the housing 
for them. If my memory serves me correctly, most of them are 
in long default. “More than likely you could buy some of those units 
and take them off their hands. 


CONSTRUCTION COSTS 


Mr. RetcHeLpDERFER. We will see about that. 
Mr. Preston. The highest price for a building such as the type 


referred to at Barrow, if it were constructed in “the United States, 
would be about $30,000 as an outside price. 

Mr. Tuomas. What do you figure you are paying per square foot 
for that construction? 

Mr. Gruss. There are about 1,0C0 square feet in each one of them. 
It would be $40, roughly. 

Mr. Moore. You have to deduct the furnishings. 

Mr. Gruss. It includes the furnishings and the utilities. 

Mr. Moore. That is in the $126,000. 

Mr. ReIcHELDERFER. In reviewing these items the Bureau checked 
on the high costs. We perhaps can find some alternative from some 
of the suggestions made here. We certainly will look into them. 
We questioned the high costs of the buildings there. 

It has been our practice to search thoroughly for alternatives. I 
am confident we have done so. But we will reexamine these additional 
possibilities that the committee has mentioned, to see whether 
costs can be reduced. 


TRANSPORTATION OF BUILDING MATERIAL 


Mr. Preston. Is transportation of the building material into these 
areas a problem? Are there railroads to get into the Territory? 

Mr. Gruss. Barrow would be by boat and by airlift. 

Kotzebue would be by boat and airlift. 

McGrath would be by river steamer and by air. 





Naknek would be by air and boat. 

St. Paul Island would be by air and boat. 

None of these locations have railroad connections. 

Mr. Bow. Why should Kotzebue and Barrow not be done entirely 
by boat? 

Mr. Gruss. The heavy equipment and supplies could be trans- 
ported by boat, Mr. Bow. 

Mr. Bow. Would it not be more expensive to use the airlift? Could 
you not transport it all by boat to those two places? 

Mr. Gruss. Yes, sir. 

Mr. Bow. Would that not reduce the cost? 

Mr. Gruss. Yes, and that was taken into consideration when these 
estimates were prepared. I mentioned the airlift only for miscella- 
neous materials, the lightweight materials which would probably be 
more economical to ship that way, and more conveniently shipped by 
air than by boat. But 99 perce ent of it would be shipped by boat. 

Mr. Preston. It would have paid the Government if years ago we 
had established a Government construction corporation up there to 
do all of our building. Somebody is taking Uncle Sam for a “fast 
ride’ in Alaska. We have known it for a long time. We have been 
dealing with this problem, with the Civil Aeronautics Administration, 
for many years. We always get an outlandish bill for every request 
having to do with construction in Alaska. 

Mr. Bow. Mr. Chairman, are these prefabs, or is it total construc- 
tion? 

Mr. Preston. What is the answer? 

Mr. ReicuevperFrer. It is regular construction. They are not 
prefabs. 

Mr. Tuomas. Because of that weather up there you have to have 
the finest material and the best of everything. They have heavy 
thick walls with concrete, brick, and whatnot. It will cost around 
$20 to $25 a square foot. 

Mr. Bow. I have been at Kotzebue and Barrow. I know some- 
thing about conditions up there. It seems like a very high price, 
however. 


BREAKDOWN OF BUILDING COSTS BY LOCATION 


Mr. Nrextson. Mr. Chairman, in connection with this item, I should 
like to make available to the committee, or insert in the record, a 
detailed statement showing the breakdown of the costs of these 
buildings. 

Mr. Preston. I think you should do that. We would be glad to 
have you do that, Mr. Nielson. 

(The information is as follows:) 


ALASKAN Hovusina REQUIREMENTS, FiscaL YEAR 1957 


The Community Facilities Administration of the Housing and Home Finance 
Agency advises that the Administration does not have any housing available for 
use by Weather Bureau personnel at Barrow, Kotzebue, McGrath, Naknek, and 
St. Paul Island, Alaska. The Administration also advises that they are not able 
to undertake construction of housing at any of these locations for the Weather 
Bureau, nor to make estimates of cost because of lack of experience at these 
locations. 

The following breakdown of construction costs by location is based on experi- 
ence data provided by the Weather Bureau and CAA regional offices in Anchorage, 
Alaska: 
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Barrow | Kotzebue | McGrath | Naknek | St. Paul | 
Number of housing units 3 | 3 l 4 77 13 
Materials ! : : 42, 000 42, 000 14, 000 56, 000 28, 000 182, 000 
Furnishings 2 6, 000 6, 000 2, 000 8, 000 4, 000 26, 000 
Freight from Seattle 7, 000 4, 500 1, 500 5, 200 3, 000 21, 200 
Labor costs 3 71, 100 64, 300 22, 500 91, 200 47, 900 297, 000 
Utilities 4 14, 000 23, 000 12, 000 20, 000 20), 000 89, 000 
Engineering and design 1, 400 2, 300 1, 200 2, 000 2, 000 8, 900 
Technical supervision ! 10, 500 10, 800 3, 300 13, 600 7. 700 | 45, 900 


Total costs___. 152, 000 152, 900 56, 500 196, 000 112, 600 670, 000 


1 Average cost of $14,000 per unit includes construction materials, extra insulation, weatherproofing of 
supplies, and packing and crating for overseas shipment of breakable items such as windows, plumbing and 
electrical fixtures, heating plant, refrigerators, stoves, etc. 

2 Average cost of $2,000 per unit, including preparation for overseas shipment. 

3 Average cost of $55 per day includes base salary, overtime, subsistence, transportation from Seattle, 
and maintenance of construction camps 

‘ Enlarging present water, sewer, and electrical distribution systems. 

5 Includes construction engineering and inspection. 


The major factors contributing to the high cost of Alaskan housing construc- 
tion are as follows: 

1. All skilled labor, materials, and construction equipment required at each 
site must be imported from the States. 

2. Climate: 

(a) Short construction season forces contractors to pay considerable ove.- 
time to get the work done. 

(b) Excavation costs for foundations, sewers, waterlines, etc., are excessive 
because of frozen soil, and water and sewer lines must be designed to prevent 
freezing. 

(c) Structures must be insulated against low temperatures and designed 
to withstand high winds, snowstorms and other climatic conditions. 
Transportation: 

(a) None of the locations listed is served by railroad or highway connec- 
tions and heavy freight can be delivered only by water during the short 
summer season. 

(6) Transportation for construction crews is by air and provision also 
must be made for air-freight delivery of any miscellaneous supply items 
which cannot be included in the annual water shipment or which arise from 
contingencies in construction. 


Mr. Presron. Are there any questions on the subject of the 
Weather Bureau, Mr. Thomas? 


RESEARCH PROGRAM 


Mr. Tuomas. Doctor, I was interested in your research program. 

Under your item for salaries and expenses you have a request for 
about 150 new jobs. 

Whereabouts is this study carried on? You mentioned some con- 
tracts with some 25 universities. What is the breakdown of that? 
What are you paying the universities? What are they doing? Where 
is the remainder of your research program carried on? What connec- 
tion do you have with the Geophysical Year? What are you doing 
in the study of the ionosphere and oceanography and weather condi- 
tions at the two poles? 

We have men like Dr. Gould and Dr. Kaplan and 2 or 3 more of 
these people connected with the Geophysical Year who have a sus- 
picion, to say the least, that the weather conditions are really made 
right up there. What is your participation in the Geophysical Year? 
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PARTICIPATION IN THE GEOPHYSICAL YEAR 


Mr. Retcuevperrer. We are working very closely with this pro- 
gram, however, there are no funds in our estimates for the Geophysical 
Year work. 

Mr. Tuomas. That is all taken care of in another estimate? 

Mr. ReicHEeELDERFER. Yes, sir. However, our scheduling and to 
some extent our selection of stations is fitted into the Geophysical 
Year program. I am a member of the executive committee. Dr. 
Wexler handles most of the work details. IGY tried to employ him 
as chief scientist for a major part of our Antarctic program. He now 
spends part of his time doing this work. 

Mr. THomas. Is Dr. Gould on that end of it with him? 

Mr. ReEIcHELDERFER. Yes. We have an executive committee meet- 
ing a week from tomorrow. 

Mr. Wexter. Yes, sir. I am Dr. Gould’s deputy. 

Mr. ReicHELDERFER. So this is coordinated very closely. 

As regards its importance; yes, we have evidence that conditions at 
very high altitudes—perhaps in the ionosphere—have influence on the 
long-term trends. 

For example, Dr. von Neumann testified before a committee of 
Congress some weeks ago that if great quantities of dust or fine debris 
were carried into the stratosphere it would have an effect not only on 
the incoming radiation from the sun but also on the radiation from the 
earth of longer wavelengths, and we would have, certainly, a sort of 
greenhouse effect if the particles were the right size that would cause 
the earth to warm up. 

These conditions at high altitudes can have very important effect 


on the long-term seasonal trends. However, this research, which is a 
part of the International Geophysical Year program, must be thought 
of largely in terms of the broad atmospheric circulation patterns and 
their effect on hurricanes, tornadoes and other storms. 


BREAKDOWN OF RESEARCH CONTRACTS 


Mr. Tuomas. Just what research work are you carrying on, and 
where is it done? Tell us about your 25 contracts with the universi- 
ties. What are you doing there? How much are you paying them? 

Mr. ReIcHELDERFER. We can give you a list of the amounts. 

(The information is as follows: ) 


Proposed research contracts, fiscal year 1957 


I. Hurricane project: 
(a), Hurricane structure: 
(1) Data collection, Air Force $144, 000 
(2) Research and analysis, Geophysical Research 
Directorate 50, 000 
(6) Hurricane movement research: 
(1) Short-period movement: 
Florida State University 
Chicago University 
Massachusetts Institute of Tech- 
nology 


(c){Storm-induced inundations: 
(1) Data collection: 
Glenn Assotintes........-..--.-- 20, 000 
Coast and Geodetic Survey 
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Proposed research contracts, fiscal year 1957—Continued 


I, Hurricane project—Continued 
(c) Storm-induced inundations— Continued 
(2) Research and analysis: 
Woods Hole Institute__-_-_- 100, 000 
New York University a 25, 000 
Scripps- - -- - ; eh 15, 000 
Texas A. and M 20, 000 
Freeman _ _- 5, 000 
$165, 000 


Total, hurricane project_- -_- 4 504, 000 


II. Tornado project: 
(a) Data collection, tornado damage surveys: 
po Se ee. Oa a 25, 000 
Oklahoma A. and M__- 25, 000 


50, 000 
(b) Research and analysis: 
Meso-scale, Chicago University 35, 000 
Micro-scale, St. Louis University 20, 000 
Radar detection, Texas A. and M________ 20, 000 
Flash-flood potentials, Miami University. 15, 000 
Severe storm forecasts, Eastern Airlines_._ 25, 000 
Aircraft investigations, Cook 28, 000 
—— 143,000 


Total, tornado project__._...._-___--- 193, 000 
III. Basic research: 
(a), Atmospheric circulation studies: 
Chicago University $15, 000 
Office of Naval Research 50, 000 
Trititum iain venus “On oe 
— - 95, 000 
(b), Physical meteorology: 
Chicago University 5 45, 000 
Texas A. and M 10, 000 
Woods Hole Institute 15, 000 
Naval Research Laboratory 15, 000 
Office of Naval Research 60, 000 
National Bureau of Standards (Mauna 
35, 000 
Contractor not yet selected 30, 000 
——_ 210,000 
(c) Drought studies, contractor not yet selected__._______- 12, 000 


Total, basic research --. 317,000 
IV. Development of operational techniques: 
(a) Observational network design, New York University ___ 25, 000 
(b) New atmospheric sounding system, Cook 25, 000 
(c) Measurement of meteorological elements: 
Research and development: 
Portable RAWIN equipment, Frieze. $25, 000 
Lightweight expendables, Frieze 25, 000 
Measurement of elements, MIT 20, 000 
Robot aircraft use, NACA______-__-- 10, 000 
———— 80, 000 
(d)? Data processing, storage, recall, G. P. L 30, 000 
(e) Research on weather control: 
New York University 
Massachusetts Institute of Technology - -- 
Chicago University 
43, 000 


Total, development of operational techniques-___- 203, 000 


Total, all research contracts 1, 217, 000 
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ESTABLISHMENT OF STATIONS 


Mr. Tuomas. What are you doing with the remainder of the money, 
and where is it going? How many stations are there? Where are 
they located? Your justifications give us a lot of words, but not 
much meat. 

Mr. ReicHELDERFER. Let me speak to the map. Let us show that 
Caribbean map again, which Dr. Wexler discussed. 

The hurricane project includes the establishment of new stations 
in the Caribbean—some of them ours and some of them by cooperation 
with foreign governments. 

There wil be stations on Trinidad. Curacao, Balboa, St. Andrews 
Island, Swan Island, Grand Cayman, Jamaica, St. Bartholomew, 
Guadeloupe, and St. Lucia. 

Mr. Tuomas. Are these existing weather stations of the United 
States, or are they contemplated? 

Mr. ReEIcHELDERFER. Most of them are new. 

Mr. THomas. How many old ones do you have, and how many are 
you going to place there? That comes under the regular observation; 
that is not under your research program. Are the two commingled? 

Mr. ReicHeLpERFER. The two are interdependent. The observa- 
tions we use for research are also the observations for predicting 
hurricanes. 

AIRPLANE ACTIVITY 


Some of the work calls for an analysis of data at a center we are 
establishing at West Palm Beach. There will be a great mass of 
data brought in from the airplanes. 

This illustration [indicating] shows the airplanes cutting through 


the hurricane. This [indicating] is a vertical section of a hurricane. 

Mr. Tuomas. Is there airplane activity in conjunction with the 
Air Force? Who is taking care of that expense? Does the Air Force 
pay for that? 

Mr. ReicHELDERFER. The Air Force takes care of most of it. 
But they have told us just within the last few weeks that the increased 
cost of operating and supplying special maintenance teams where 
needed involves more than they are able to pay for. We are trying 
to find out now just how we can take care of this increased cost we 
have not expected. 


TRANSFERS OF WORKING FUNDS FROM OTHER GOVERNMENT AGENCIES 


Mr. Tuomas. For the fiscal year 1956 what contribution, dollarwise, 
are you getting from the Air Force or from any other Government 
agency, other than your appropriated funds? 

Mr. ReicHeLpERFER. For the research, none. We have transfers 
of working funds from the Air Force, from the Navy and from the 
Corps of Engineers for operating projects, but not for hurricane or 
tornado research, except for one engineer’s project. 

Mr. Tuomas. What is the amount of those transfer funds from the 
other agencies in 1956? 

Mr. ReicHELDERFER. The total amount of the working funds is 
approximately $2 million. 

Mr. Tuomas. $2 million? 





487 


Mr. Gruss. Approximately $2 million. 

Mr. ReicHeELDERFER. Yes. 

Mr. Gruss. That is all working funds, Mr. Congressman. 

Mr. ReicuevtperFrer. That includes also the amount that was 
transferred to us by the Corps of Engineers for flood work. We will 
furnish equipment for most of these stations. 


REVIEW OF HURRICANE RESEARCH CONTRACTS 


Mr. Tuomas. Can you read into the record the list of universities 
and the sums paid, and give some indication of the nature of research 
and the activities they are doing for you? 

Mr. Gruss. We have a research contract on aircraft reinstru- 
mentation with the Air Force, for $144,000. 

We have a research contract with the Geophysical Research 
Director for hurricane research and analysis, for $50,000. 

With the Florida State University we have a research contract for 
$30,000. 

Mr. Tuomas. What is the nature of that? 

Mr. Wexuer. With the Florida State meteorologist we have a 
contract to pay for the expenses of the staff members who will ac- 
company our airplanes into their flights into the hurricanes and to 
perform analyses of the data they will take on the airplane. 

Mr. Fioop. Off the record. 

(Discussion off the record.) 

Mr. Gruss. We have a contract with Chicago University for 
$30,000. 

Mr. Tuomas. What does that cover? 

Mr. Wexter. This involves the use of a electronic computer for 
tropical meteorology. The electronic computer we now have in 
operation at Suitland has a middle latitude weather with the jet 
stream in middle latitude. The tropical meteorology with the trade 
winds and convolutions into easterly waves is a new field. The people 
in Chicago have experience with the computer and want to do this. 

Mr. THomas. Do they have the computer there? 

Mr. Wextuer. No, sir; they do not have a computer there. 

Mr. Tuomas. The Atomic Energy Commission has not quite gotten 
around to building it yet. Just give them some time to build it. Is 
that where they are going to get the computer? 

Mr. Wexter. No, sir; we have some free time still available on the 
computer at Suitland. 

Mr. THomas. Where are they going to get the computer for 
Chicago? 

Mr. Wexter. This $30,000 does not take into account any com- 
puting time that they would spend. It is just preparation of the 
mathematics for putting on a computer, wherever the computer 
may be. 

Mr. Tuomas. Go ahead. What is the next one? 

Mr. Gruss. The next contract is for $35,000 with the Massachu- 
setts Institute of Technology. 

Mr. Tuomas. For what is that? 

Mr. Wexuer. That again relates to short period movements to 
throw some light into these wiggles and wobbles. A good many 
people at MIT are working in the field of aerodynamics and heat 
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transfer, and have gotten very much interested in the hurricanes 
because most of them have lost their summer cottages. We would 
like to take advantage of that talent. Most of this involves the use 
of the MIT computer, Whirlwind, on a limited scale, to go into this 
problem. 

Mr. Fioop. I had no idea these long-haired boys were so practical. 

Mr. Wexter. When they lose a summer cottage they get practical. 

On the contract with Glenn Associates, that has fallen through. 
That was intended to equip some offshore drilling rigs with equipment. 
However, they asked for a delay, and that was all right. 

On the Hydrographic and Coast and Geodetic Survey, that has to 
do with measuring high tides. The Hydrographic Office is putting 
equipment on the Texas towers to give the variations in the height of 
the oceans as storms approach. 

The Woods Hole Institute contract is one where we have a project 
which is both a storm-surge problem, with investigation of past 
storms, and also a new project where they are converting the Coast 
Guard cutter for operation this winter, to be located right in the 
hurricane waters of the tropical trade winds. 

Mr. ReicHeELDERFER. This brings in the oceanographic aspect you 
mentioned a while ago, Mr. Thomas. 

Mr. Wexter. We are not paying by any means the entire cost. 
Other people are interested in oceanographic work. 

Mr. Tuomas. Who else are interested? 

Mr. Wexter. I believe the Office of Naval Research is. 

Mr. Tuomas. Go ahead. 

Mr. Wexter. At New York University we have a contract to 
investigate the storm-surge problem. They have been doing a good 
deal of work for the Office of Naval Research on the pr ediction of sea 
and swell conditions as they affect vessels. We think we can get a 
good deal of the work at NYU. 

At the Scripps Institute, that contract is not consummated. 

At Texas A. and M. we have a study directed for the Gulf of Mexico, 
primarily. 

Mr. THomas. Off the record. 

(Discussion off the record.) 

Mr. Wexter. Freeman refers to John Freeman, a well-known 
meteorologist who recently left Texas A. and M. and is now in private 
practice at Houston, Tex. That is John C. Freeman, born and bred 
in Texas, sir. He got his education in the North. 

Mr. Tuomas. He is setting up a private project? 

Mr. Wexter. A private meteorological practice. He has gone 
into business on his own to furnish me teorological advice and research 
and forecasts. 

That completes the hurricane portion of the list. 


REVIEW OF TORNADO RESEARCH CONTRACTS 


On the tornadoes, we have a contract with Texas A. and M., again, 
because they are right in the southern portion of the tornado belt. 
And we have a contract with Oklahoma A. and M. The prime 
purpose of these contracts, which are for $25,000 each, is to send highly 
trained scientific teams into the areas affected by tornadoes immedi- 
ately after the tornadoes, to see what information can be gleaned from 
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the nature of the wreckage. We feel, from some examples we have 
seen in the past, by the way the trees fall and the debris is scattered 
around, that we can learn a lot as to how strong the winds are and how 
the tornado bobs from one side to another. 

Mr. Tuomas. What is the total cost of research with those ar 
tions? You mentioned several contracts at $25,000, and a couple a 
$30,000. 

Mr. Gruss. $1.2 million. 


PROCUREMENT OF RADAR EQUIPMENT 


Mr. Tomas. Let us get back to your construction items. You 
have an item of $2.5 million for housing and other equipment. You 
are spending about $650,000 for housing. What is left for your 
procurement of 13 new radars? What are you spending for that? 

I see you have about $988,000 down, or in round figures $1 million. 
Where are you going to put those 13 pieces of radar equipment? 
Where are they going to be located? 

Last year you had $7.5 million for this purpose. How much of 
that $7.5 million have you actually translated into equipment; 
rather than giving orders for it or obligating the money’ 

Mr. ReicHELDERFER. Into actual equipment? 

Mr. Tuomas. Yes. 

Mr. ReicHeELDERFER. The amount is fairly low, because the main 
item is radars. Those contracts have not been let yet. 

Mr. THomas. How many radar sets were under the $7.5 million 
you had last year? 

Mr. RetcHevpeERFER. A total of 39 last yes , sir. 

Mr. Tuomas. That would give you a total of 52 altoge ther, adding 
in the 13. How many stations do you have altogether? 

Mr. Gruss. Full-time stations? 

Mr. ReicHELDERFER. What is the total program of radars? 

Mr. Tuomas. I means the radars. You have 200 or 300 l-man or 
2-man stations, I understand. 

Mr. ReEICHELDERFER. The total radars in the overall program will 
be between 90 and 100. 

Mr. Tuomas. In your justifications last year you said this equip- 
ment was not only worn out but it was obsolete. 

Mr. ReicHELDERFER. You mean the equipment we have in 
operation now? 

Mr. Tuomas. Yes. 

Mr. ReicHELDERFER. It is, but it is better than nothing. It does 
not reach out far enough. 

Mr. Tuomas. Why is it taking so much time, Doctor, to get this 
equipment? Is this equipment not available? 

Mr. RescHELDERFER. No. 

Mr. Tuomas. Are you trying to improve on existing equipment? 

Mr. RericHELDERFER. The new equipment will improve on the 
present equipment in a number of ways. We are taking the best 
designs from many research agencies that have worked on this 
problem. 

Mr. Tuomas. What is the distance of this new equipment, as to 
coverage, compared with the old equipment? This new equipment 
will go up to 100 or 110 miles, while the old equipment would be good 
for only 25 or 30 or 50 miles? 
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Mr. RetcuetperFer. The old equipment will go farther than that. 
The new equipment is 250 miles. The old equipment was from 125 
to 150 miles. The new equipment includes all of the improvements 
that have been developed by the military services and others, 

Mr. Tnomas. As to your request this year for equipment, even 
though it breaks itself down to $2.5 million, for actual weather equip- 
ment you get less than $1 million. Is that ‘the amount of money you 
need to finish your program? 

Mr. ReicHeLperFER. I am sorry; I do not understand your question. 

Mr. Tuomas. That is $988,000. The rest of it is for something else? 

Mr. Reicuevperrer. For the 13 radars? 

Mr. Tuomas. Yes. 

Mr. RercHeLpEerRFER. The rest of the $2.5 million is for other items. 

Mr. THomas. It goes to equip airfields and for housing. For the 
purely weather equipment, that is the only weather equipment you 
have there; is it not? 

I am asking you: Is that all the money you need for your equipment? 

Mr. RercueLperFer. The end-of-the-runway equipment is $735,000. 
These are weather instruments, too. 

Mr. Tuomas. Of course, that is the CAA business rather than yours, 
I think. 

Mr. ReicHELDERFER. Those items, plus the engineering support 
and the construction, make up the $2.5 million. The new radar 
installations have included the 13 for which there are funds in the 
estimates, and those are Astoria, Oreg.; Atlanta, Ga.; Bismarck, 
N. Dak.; Eureka, N. Dak.; Evansville, Ind. ; ‘argo, N. Dak.; Glas- 
gow, Mont.; Green Bay, Wis.; Huron, 5 Dak.; ; Los Angeles, Calif. ; 
Memphis, Tenn.; Mount Mitchell, N. C.: and San Francisco, Calif. 

Mr. Tuomas. Thank you, sir. Does that meet your needs? Does 
that satisfy your needs? 

Mr. RetcHetperFer. We think this represents a very sound de- 
velopment for the next fiscal year. 


PROCUREMENT OF RADAR EQUIPMENT UNDER 1956 APPROPRIATION 


Mr. Tuomas. You have not done anything with your equipment 
funds for last vear. I get the impression you do not need them very 
badly, even though your justification was quite strong last year that 
the equipment was worn out and out of date and out of everything. 

Mr. RetcHELpEeRFER. Mr. Thomas, let me summarize just what we 
have done. Before the Congress actually appropriated the funds 
we had been working on this radar program for some time and had 
several modified sets installed in Texas and other States. For the 
improved radar we tried to get our engineering team together to go 
into operation and get the designs improved. 

Mr. Tuomas. Doctor, I live in that country. What have you 
done in the way of new equipment down in the gulf? We get our 
share of these squalls down there, too, or maybe a little more than our 
share. What have you done in the way of new equipment? 

Mr. Reicuetperrer. New observations to give better weather 
services? 

Mr. Tuomas. Yes. 

Mr. ReicHeLDERFER. We may not have sent you the little pam- 
phlet we got up to answer those questions. 
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There are several aspects to this problem. ‘Texans are interested 
in a number of different kinds of weather conditions. The northers 
bring your freezes down in the Gulf States 

Mr. Tuomas. In your justifications last year you stated you were 
voing to put in new equipment at Brownsville ‘and some at Miami 
and some at New Orleans. I am just wondering if you have done 
that. 

Mr. Reicuetperrer. The radar is the principal item of instrument 
improvement. We are pushing the contractors just as fast and hard 
as we can. In fact, we urged them too hard. That is the reason the 
price is so high. If I may, I should like to give you an example off 
the record. 

(Diseussion off the record.) 

Mr. Tuomas. I have no further questions. 

Mr. Preston. Mr. Flood? 


COORDINATION OF GOVERNMENT AGENCIES IN DEVELOPMENT OF 
METEOROLOGICAL SERVICES 


Mr. Fioop. I happen to be a member of the Defense Subcommittee 
on Appropriations, as well as this subcommittee. For the last several 
years you know and have heard of the vast sums of money we are 
spending to ring this hemisphere from the Arctic Circle down with 
the Continental Defense Command, picket ships, Texas towers, and 
radars of all types, kinds, and descriptions, X miles into the oces un on 
this side and X miles on that side. You know the whole story? 

Mr. ReicHELDERFER. Yes, sir. 

Mr. Fioop. The public knows a good deal about it. Is there not 
some way, if this SAGE system is as ood as it is supposed to be, that 
you pe ople can tie into that thing? ‘Can these planes we have in the 
air 24 hours a day, connected with SAGE, and these Texas tower 
people, when those are up—and some of them are up—and the picket 
ships that are used to fill the holes in the line, and the remainder of 
the radars in the picture, not all be used by you? Cannot all of 
those things be tapped by you in any way? 

Mr. RetcueLperrer. Most of them are. In some cases they are 
situated where they will not add weather information. But we use 
the radar reports. 

Now, there is a qualification here that should be mentioned. The 
early warning devices are designed to pick up aircraft, and they try 
to screen out the intervening weather conditions. We want to pick 
up the weather conditions so there is a difference in design. That is 
one limitation. 

We get observations from the Texas Towers. We get observations 
from ships. Not always all the picket ships, but from some of them. 
In general the whole system is tied in together. The military meteoro- 
logical service and the Weather Bureau reporting network are tied 
together. 

Mr. FLoop. I am sure this committee wants to be assured—and I 
know the Defense Subcommittee would like to be assured—on that 
score. Of course, our primary purpose with SAGE, as you state, is to 
identify aircraft and/or other items of that sort. But I would like to 
be sure that we would not affect our primary mission in doing this. 
Could we within reason be of assistance to you? 
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Let us not stop simply because the military would not like it. Of 
course they would not like it. They do not like anything. But you 
are important to them. Down through the years you have proved 
that. Last year we even transferred $2 million or $3 million from our 
meteorological work to you, in one phrase of your operation in some 
place or ot ther. That shows that this House is greatly concerned about 
a more intimate liaison between you and the “milita iry people. This 
House has given them legions of millions to put up this system. 

I repeat, for the purpose of emphasis, we do not want to interfere 
with our primary mission, but can we not, in view of the tremendous 
weather consciousness that the people of this country are now ex- 
periencing, buy, as weather people, a piece of this thing? Can we 
get something out of it? Must it serve only for the purpose of pin- 
pointing aircraft or other things? There is such a vast potential in 
being I just wondered. 

Mr. RetcHELDERFER. Yes. We have arranged with the military 
to obtain reports in most cases where they would be of some good. 
It is quite true, as you stated, that the military does not want meteor- 
ology to interfere—— 

Mr. Fioop. Let me ask you: Are you timid? Are you afraid of 
them? 

Mr. ReicHELDERFER. No, sir. 

Mr. FLoop. Are you hiding your light under a bushel? Are they 
bluffing you out of this? Do those stars get in your eyes? Can this 
be done? Have you tried? What can we do to help you? 

Mr. RetcHELDERFER. Some of us have had long military service. 

Mr. Fioop. Then I am afraid of you. 

Mr. ReicHeELpDERFER. There is unusually good coordination in 
meteorology. Meteorology usually is lacking in basic data, so we 
have to get weather reports wherever we can. We get much from the 
Coast Guard, from the Lighthouse Service, and much from the mili- 
tary services, from all of them. In general they are completely co- 
operative, nor are we “timid” in asking things from them. We keep 
working toward complete coordination at all times. 

Mr. Fioop. Do you need legislation? 

Mr. ReicHELDERFER. No, we do not. Our basic legislation is very 
broad. 

The Joint Meteorological Committee, under the Joint Chiefs of 
Staff, is responsible for eliminating duplication, and for making full 
use of the potential exchange of information. I can say without reser- 
vation the coordination is very good. There are always areas where 
we think we can get more, and we are after those all the time. 

Mr. Fioop. All right. You know, of course. I am gun shy about 
the way you Government departments hold hands. You have been 
telling the committee and Mr. Thomas you want so much for radar. 
You are not going to complete another SAGE system, are you? 

Mr. ReicueLperrer. Not at all. The Air Weather Service has 
radar in some cases, as well as the Army and the other military 
services. 


FACTORS CONCERNING DEGREE OF URGENCY AND NEED OF EMPHASIS 
ON RADAR EQUIPMENT PROGRAM 


Mr. FLoop. Your Weather Bureau is looked upon by the people, 
and has been for 100 years, as a collection of old men on an island 
some place, and nobody ever heard of you until the last couple of 
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years. Now you have become adults, and everybody is excited. 
If you do not take advantage of it you are not well advised. 

Of course, you did pretty well last year, but if you name been 
looking for an incentive to move in on some of these other Govern- 
ment de partments, this is the time. 

Mr. ReicHeLperFER. Mr. Congressman, we are not conservative. 
Maybe we have not shouted it from the housetops as much as we 
should have, but we have pushed expansion as rapidly as we thought 
we could use the money to good advantage. I think it is only fair 
to say that the Weather Bureau has been fairly conscious of its 
responsibilities in using public funds. We have not overexpanded 
our work. 

Mr. Fioop. Well, the Congress tried to shove $5 million or $10 
million extra down your necks last year, that you resisted taking. 

Can you spend it? ? Do you need ‘dollars? Are dollars the trouble? 
Or is it scie ntific production of our system that is lacking? With 
dollars can we “crash” this program? That is a good word. Can 
you “crash” this thing? Can you ‘crash’ weather observation? 
Can you “crash” equipment? 

You told Mr. Thomas you do not have it; that you are worried 
about paying somebody else $100 difference. The mood of the House 
and the people is such that they do not want to quibble about that. 

Mr. ReicHeELpDERFER. We are in this position: We could have a 
crash program, but we are quite sure if we went off half cocked on our 
radar equipment we would have to come back in 2 or 3 years for entire 
new equipment, because we would find that the equipment did not 
do what we wanted. 

Mr. Fioop. Why do you not tell the public that? The public 
does not know that. The public has an idea you are dragging your 
heels. The public has an idea we are not taking care of you or, if we 
are, you cannot buy the equipment. They are gun shy on this 
operation. Why do you not say: 

We can only do this or do that. We do not want to “crash” this program 
because we do not think it is proper; and we know best. 

Mr. ReicuetperFerR. I have made that statement many times. 
I made it most recently on February 22 at the—this is a very long 
name. 

Mr. Fioop. That is the trouble. Do not give it in such a long 
named place; make it in a shorter named place. 

Mr. ReicHELDERFER. At the Technical and Scientific Societies 
Council of Cincinnati. 

Mr. FLoop. That impresses me, but nobody else. 

Mr. REICHELDERFER. We have taken many opportunities to explain 
that Congress has increased our appropriations. 


RECENT UNPREDICTED STORMS IN NEW YORK AREA 


Mr. Fioop. I wish you would, because you would do me a favor 
and all the other members. The brothers back home are unhappy 
about you people. 

Let me ask you a question I have been requested to ask you this 
morning. I received a newspaper clipping, but I do not have it with 
me. I have been trying to remember what it said. 
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As I recall it, it was an editorial from the New York Times, within 
the past 3 or 4 days. It referred directly to the last storm, 2 or 3 
days ago, within New York City, as I remember the article, and it was 
sort of an apologia but they were urging and pointing out that while 
vou were probably doing the best you could nevertheless why was it 
that way? The people were apparently pounding the paper, and the 
paper said the people were unhappy in that area. Apparently they 
had been beating you people over the head in the New York City area 
for forecasting. 

On the itemized forecasts in the New York metropolitan area for 
3 or 4 days, they were obviously, literally and figuratively, all wet 
Somebody pointed out in this editorial where this storm mov ing in 
from Michigan had been forecast—the weather forecast was a little 
cold, a little wet, a little snow but not bad. Your people thought it 
was heading off the coast south of New York about 100 miles, in a 
channel that they usually follow. But for some reason, apparently, 
at an extremely high altitude, something took place which shifted 
it 50 miles and dumpe d the whole w agonload on Broadway and made 
them very unhappy. 

That happened repeatedly over a period of 30 days, which did not 

make you look very good, if I can carefully understate it. 

Is that what this section looks toward? You have a section in your 
statement dealing with upper sounding networks? 

Mr. RetcHELDERFER. Yes. 

Mr. Fioop. Is that what you are reaching for? 

Mr. Retcuetperrer. That is an important part of it. 

Mr. Fioop. All right. Why do you not do this: Why do you not 
get that editorial from the New York Times? They do not write 
those things lightly. I would take it for granted you should have done 
this. In view of this meeting today why do you not see that this is 
brought to your attention? “Why ‘do you not prepare a statement 
for the many newspaper readers in that area and point out to them 
that you know that problem is there, and that this is what you want 
to do about it, if that is it? 

Mr. ReicHELDERFER. Yes. 

Mr. Fioop. And if it is not, what is? But just do not pretend, 
like with a little gas on the stomach, that take a good deep breath 
and it will go away. It is not going to go away. ‘This northeastern 
problem is serious. 

Mr. Preston. Mr. Flood, the man in charge of the Weather Bureau 
from New York appeared on TV in New York and made a full ex- 
planation of this thing and tried to break it down to language the 
layman could understand, so that we could understand just what 
took place. 

Mr. Fioop. I have heard part of it, and the rest I got this morning. 
These are the people who are basically responsible for that. 

Mr. ReicHELDERFER. We have done that, Mr. Flood. 

Mr. Fioop. Today? 

Mr. ReicHELDERFER. Not on the last storm. 

Mr. Fioop. Then you have not done it, because that is the one I 
am talking about. 

Mr. ReicHeLperFEeR. We would be glad to do it again. 

Mr. Froop. You have to meet these things one at a time. 





495 
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Finally, do you need any more money? 

Mr. RercHELpERFER. Well 

Mr. Fioop. How much more dollars do you need to do the job 
that you think under all the circumstances must be done under the 
existing circumstances—and you know what the circumstances are’ 
You name them. I am not interested in balancing of the budget. 
That leaves me cold. I am interested in your giving adequate and 
proper weather forecasting for the health, safety, and welfare of the 
United States of America, the budget be darned. What do you 
need in dollars? 

Mr. ReicHeLverFER. I wish I could give you an exact figure. Let 
me answer as concisely as I can, in this manner 

Mr. Fioop. There is the record. You say so or forever hold your 
peace. 

Mr. ReicHeLpDERFER. We have asked this year for a rather modest 
increase. We think that that will provide for research that we are 
reasonably sure of. 

Now, the problems of meteorology are so boundless that if I were to 
answer literally how much money could we use I would have to include 
provision for upper air soundings all over the globe, and the amount 
could run to $50 billions or more. Now, this expenditure could be 
justified for good meteorological reasons because this would bring us 
closer to the answer as to just what goes on in the atmosphere to 
cause storms, floods, droughts, and so on. 

But I can say this: That the immediate improvement of a $50 billion 
program next vear might be an increase of 5 or 10 or 25 percent in 
accuracy in forecasting. The total “solution” in meteorological re- 
search, however, whatever that may be, is a thing that requires further 
developments in mathematics, further developments in physics, 
measurements of how cloud droplets for example coalesce to form 
heavy rain in one case and only light rain or no rain at all in other 
cases. These questions cannot be answered overnight. 

We have discussed at various times the applicability of the so-called 
Manhattan-type project—the wartime Atomic Energy project—to 
meteorology. This is another subject that is being asked of some 
of the leading scientists in America, associated with the National 
Academy of Sciences, in a meeting next week. I mention this because 
it is a very live issue with us. The general opinion is that at our 
present stage of development in meteorology a “‘crash’’ program is 
not applicable. 

Mr. Fioop. All right. I want you to say so, because this is an 
Appropriations Committee. We have a responsibility that speaks in 
dollars. I want to be sure that you have access to us as you think 
your needs require. If they are being met and if you are satisfied 
that this subcommittee in this year of our Lord 1956 for the 1957 
budget will do its job to meet what you ask for—is that it? 

Mr. ReicHeLpERFER. We think that the increases allowed this vear 
are reasonable. 

Mr. FLoop. That is not an answer. That is not a complete answer. 
I know it is reasonable. I presume you are reasonable men or you 
would not ask for it. You would not make an unreasonable request. 
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Is this reasonable in the sense that it is merely adequate, or do you 
think that dollars can do more for you than you have now required? 
You answer it. I do not know. 

Mr. ReicHELDERFER. Certainly more dollars would enable us to 
intensify our research effort, but we are not requesting more money 
this year. We realize our responsibility to the public when we make 
that statement. 

Mr. Fioop. All right. That is all, Mr. Chairman. 

Mr. Tuomas. Mr. “Clevenger? 


DIFFICULTIES OF SNOW FORECASTING 


Mr. CLevencer. I am almost ashamed to quip about it, after the 
New York catastrophe, but I was wondering what in thunder ‘happened 
on March 18, that beautiful Sunday a w eck ago. ‘There must be some 
answer to it. 

Mr. RetcHeLpERFER. That is a difficult one. Snow forecasting is 
difficult. 

Mr. CLevEeNGER. I know something moved it. 

Mr. ReicHEeELDERFER. I would like to say that while we are prepared 
to take the blame when it should rest on our shoulders, the forecasting 
of these snowstorms in the last 2 or 3 weeks has not been as bad as 
some of our good friends have indicated. The forecast for the Sunday 
that you mentioned specifically went like this: There was a storm that 
moved in rapidly from the Northwest, and it was expected to recurve 
up toward New England, where there were forecasts for snow. Our 
forecast for Washington for Saturday afternoon was a chance of snow. 
About 9 o’clock that night the storm did not seem to be developing. 
At that time, in fact, it did not have appreciable amounts of snow in 
it. The forecaster on that 9 o’clock issuance took snow out of the 
forecast. Then later checks before midnight showed that there was 
still a chance of the storm developing, and he put the snow back in 
the forecast. That 9 o’clock issuance was the one that appeared in 
the newspapers. So while we certainly cannot make claim to an 
excellent forecast, the forecasters were not as far short of the mark as 
the reports indicated. 

Mr. CLevENGER. That is all. 

Mr. Tuomas. The gentleman from Washington, Mr. Horan. 


DEVELOPMENT OF AGRICULTURAL METEOROLOGICAL SERVICES 


Mr. Horan. I have just one question. 

Have you any increases for frost warnings and rural Weather 
Bureau service? 

Mr. RetcHetperFER. As such we have no increases in this year’s 
estimates. We are making readjustments in our services. We try 
to keep them modernized at all times. We do expect to make some 
improvements. 

I was about to say minor improvements; they are not minor but 
they are important improvements. We expect to make them next 
year in the frost warning services. 

Mr. Horan. I do want to say that the work of the Weather Bureau 
is very much appreciated by the fruit growers and others who raise 
crops that are subject to frost damage, and there has been very good 
service through the years on a part time basis. 
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Mr. RetcuevtperFer. Thank you, sir. We have prospects for 
the development of that service. We are working very closely with 
the Department of Agriculture in developing agric ultural mete orolog- 
ic al services. 

Mr. Horan. Thank you. 

Mr. Tuomas. Doctor, I have one further question. 


VALUE OF ADVISORY COMMITTEE ON WEATHER CONTROL 


What is the story on the value of the Advisory Committee on 
Weather Control, recently developed as a little indepedent agency for 
a couple of years? We have been giving them money for a couple of 
years. They are about to run out of authority and everything else. 
What is the value of that? 

Mr. ReIcHELDERFER. The committee, as you know, was appointed 
in order to set up— 

Mr. THomas. We know all about that. 

Mr. ReicHeLperFER. This Advisory Committee can give full 
attention to weather modification questions. They have no duties 
other than look into this particular field. 

Mr. Tuomas. What have they accomplished? In your judgment 
is it worthwhile, not worthwhile, or what? 

Mr. ReicHeLpeRFER. The committee issued an interim report in 
January. That report confirms in general the conclusions that the 
Weather Bureau reached in 1950 or 1951, at which time nobody 

Mr. THomas. Are vou saying they have not come up with any- 
thing so far that the Weather Bureau has not known for a good many 
years, and everything has already been published? 

Mr. Reicuecperrer. They have analyzed additional reports and 
have evaluated field tests and added to understanding of the problems. 

Mr. Tuomas. They have a good man at the head of them, that 
Navy captain. 

Mr. ReicHeLDERFER. Yes. I know him very well. We have been 
associated for 25 years or more. 

Mr. Tuomas. He is a good weather man, is he not; well trained? 

Mr. REICHELDERFER. Yes, sir. 

Mr. Fioop. I have one more question, Mr. Chairman. 

Mr. Tuomas. Yes, Mr. Flood? 


COMPARISON OF 1957 BUDGET ESTIMATE SUBMITTED TO BUREAU OF THE 
BUDGET AND TO CONGRESS 


Mr. Fioop. I would like to insert in the record, at the end of my 
‘series of questions relating to “Are you getting what you want?’ the 
request you made of the Bureau of the Budget. 

Mr. Tuomas. What is that figure? Read it into the record at this 
point. 

Mr. Nieison. The Weather Bureau request to the Bureau of the 
Budget was $38,443,000. 

Mr. Tuomas. What did the *y give you, $35 million? 

Mr. Nietson. The request to ‘the C ongress was $38 million. 

Mr. Fioop. So there is no material change from what you went in 
for and what you came up here with, and what you say to me in reply 
to my questions? You are even all across the board? 
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Mr. ReicuetperFrer. There is no material change between our 
estimate to the Congress and what we asked of the Bureau of the 
Budget. 

Mr. Fioop. And what you are thinking about on this morning in 
March, which is some time later? 

Mr. ReicHeLpEerRFER. Yes, sir. I think my statement summarizes it. 

Mr. Fioop. You made that request a long time ago. In view of 
anything that has happened during that interim of months up to this 
morning at 12 o’clock you will stand by your guns on the $38 million, 
will you? 

Mr. RetcHevpEerRFER. Mr. Flood, I do not like to be—— 

Mr. Fioop. Do not worry about 25 cents one way or the other, no. 

Mr. RetcHevperFer. I simply do not like to be put in the position 
of saying that the Weather Bureau could not use more money. I 
simply say we will settle for this. 

Mr. Fioop. That is good enough. 

Mr. Tuomas. Doctor, it is always nice to have you folks with us. 
You and your crowd are doing a fine job. 

You have one of the finest scientists associated with you, Dr. 
Rothschild. I hope you keep his services for a long time to come. 

Mr. RercHeLperFrerR. Thank you, sir. We hope to keep him. 

Mr. Tuomas. There is nothing more fickle than the weather. If 
you miss it every now and then we will not mind, but do not miss it 
too often. You keep Dr. Rothschild, and your record of performance 
will improve as time goes on. 

We will adjourn now until 2 o’clock. 


Monpay, Marcu 26, 1956. 


INLAND WATERWAYS CORPORATION 
WITNESSES 


LOUIS S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 
GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The committee will please come to order. 

The next item for consideration is that for the Inland Waterways 
Corporation, and at this point in the record we will insert the appro- 
priate sheets of the justifications. 

(The sheets referred to follow:) 


PrRoGRAM HIGHLIGHTS 


The physical facilities and operating rights of the Inland Waterways Corpora- 
tion, created by act of Congress, June 3, 1924, were sold to Federal Barge Lines, 
Ine., a subsidiary of the St. Louis Shipbuilding & Steel Co., as of July 1, 1953, 
for $9 million, to be paid through a long-term mortgage, bearing interest at 
3%4 percent. 

As of June 30, 1955, the purchaser had met payments of $844,000 due on the 
principal, and had paid accrued interest of $658,350. 

In the course of the audit conducted by the General Accounting Office, under the 
terms of the Government Corporation Control Act, as amended, a review was made 
of the books of aecount and records of the St. Louis Shipbuilding & Steel Co. as 


they related to a contract for the construction of barges, in process at the time of 
the sale. As a result of this review, $8,730 was determined to be excess charges 


over those allowable under the contract. Of this amount, $4,120 was repaid by 
the contractor, while $4,610, recorded as an unpaid liability, reverted to surplus. 
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During 1956 and 1957, activity will be largely confined to the liquidation of 
outstanding claims and the settlement of suits. Savings in defense of suits in 
1955 permitted the writeoff of $215,000 in the reserves remaining set aside at 
the time of sale. Somewhat optimistically, additional sizable writeoffs are 
anticipated in 1956 and 1957. 

Operating expenses.—Current costs relating to prior vear operations are not 
expected to be in excess of $5,000 per vear in 1956 and 1957 

Administrative expenses.—These include reimbursements to the Department. of 
Commerce for personal services, payment to the General Accounting Office for 
audit, payment to Federal Barge Lines, Inc., for services rendered in claims 
examination, and necessary travel and other costs, as set forth in the attached 
schedules. 

Income.—In 1955, $7,730 was realized from suits by the Corporation for damages 
suffered. Otherwise, income was and is expected to continue to be derived only 
from interest on the mortgage. 

Operating results —The income and expense anticipated, together with the 
hoped-for savings in reserves, should result in an average surplus of $0.4 million 

Effect on budget expenditures.—The favorable operating results forecast, together 
with annual payments on the principal of the mortgage should continue, as in 
1955, to produce a net budgetary receipt to the Government each year. 

Financial condition.—The Corporation’s capital of $27.3 million had been de- 
pleted to $10.9 at the end of 1954. Favorable results in excess of $0.5 in 1955 
predict the recovery of $1.2 million or more by the end of 1957. 

The purchaser has been engaged in rehabilitating the equipment of the water- 
line. This has been made possible by the sale of dilapidated and outmoded 
equipment, upon approval by the Secretary of Commerce, the proceeds of such 
sales being augmented to the extent necessary by financing. Notwithstanding 
the burden of this additional financing, financial statements of Federal Barge 
Lines, Inc., reflect a reasonable return on its investment. 


Amounts available for administrative expenses 


Estimate, Estimate, 
1956 1957 


Actual, 1955 





Limitation or estimate __ wicablen dane 4 $14, 000 $14, 000 $14, 000 
Unexpended balance, estimated savings. -.--- Scuba dace 1, 906 . 


Total administrative expenses ee 12, 094 14, 000 14, 000 


ADMINISTRATIVE EXPENSES BY OBJECTS 


Personal services lovande ; het 
Communications. . = ‘ . : 5 50 
Printing and reproduction -__- SUAS oe al 63 75 
Other contractual services - - ee 926 1,075 900 
Services performed by other agencies-- . 11, 068 2, 975 


Total administrative expenses benisharoereme eine ae 12, 094 | 14, 000 4, 000 


Explanation of items contained in schedule of administrative expenses, by objects— 
Class O? Other contractual services 


1955 actual | 1956 estimate | 1957 estimate 


Other contractual services: 
Reimbursement to Federal Barge Lines, Inc., for services 
in examining and revising claims-.------ cara ae $1, 075 


Services performed by other agencies: 
Reimbursement to Office of the Secretary of Com- 
merce: 
Salaries: 
Legal services_. : 2, 762 3, 055 
Accounting and auditing - ___- 2, 763 3, 055 
Clerical.-- : ES se waa , 525 2, 670 
Travel, internal auditors. 7 518 1, 020 , 000 
Reimbursement to General Accounting Office for | 
audit = anak ; 3, 500 3, 000 | 3, 000 


Total, services performed by other agencies- ---- , 068 12, 800 2, 975 


OME Lcscues Se eseecscasseseuce wren , 994 | 13, 875 | 3, 875 
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During 1955, reimbursement to Federal Barge Lines, Inec., was reduced to 
some extent by the physical move of their claims examination department from 
New Orleans, La., to St. Louis, Mo. The slight increase in handling in 1956. 
tollowed by the dropping off in 1957, should essentially wind up the claims exami- 
nation problem. Absorption of increased personal services cost and higher per 
diem rates for travel, in the reimbursements to the Office of the Secretary of 
Commerce, actually represents a savings in administrative costs without material 
decrease in the program of policing under the contract of sale. 

Mr. Preston. Mr. Rothschild, I note you are going to make the 
presentation. Will you please proceed? 

Mr. Roruscui.p. Yes, sir. 


GENERAL STATEMENT 


The Inland Waterways Corporation is a wholly Government-owned 
instrumentality, and while it functions under the governorship of the 
Secretary of Commerce it is, in fact, an independent agency, therefore, 
appropriations made to the Department for its regular activities are 
not available for expenses of the Corporation. Further the activities 
of the Inland Waterways Corporation are subject to provisions of the 
Corporation Control Act which, among other things, provides for 
congressional authorization of administrative expenses. 

As of July 1, 1953, we sold the physical facilities and operating 
rights of the Corporation. Since that time we have been engaged in 
the settlement of claims against the Corporation which arose during 
the period of Government operation, the collection of outstanding bills, 
the settlement of claims against others, and of course, the making of 
necessary inspections to determine that all provisions of the contract 
of sale are being carried out by the purchaser. 

We are again requesting authority to incur administrative e xpenses 
in an amount not to exceed $14,000 for fiscal 1957. This estimate 
contemplates a continuation of administrative expenses at the same 
level which has existed since the beginning of fiscal year 1955. It is 
anticipated that by the close of fiscal year 1957 we will have settled 
all outstanding claims and will devote our activities to those inspec- 
tions provided for under the contract of sale. We therefore, antici- 
pate some reduction in our administrative expenses after fiscal year 
1957. 

Our justifications which are before you provide all the details con- 
cerning the financial results of operations and in — to conserve time 
I will not comment on them in this statement. I shall be most happy 
to answer any questions which you may have concerning this author- 
ization. 

Mr. Preston. Thank you very much, Mr. Rothschild, for your 
presentation. 





Monpay, Marcu 26, 1956. 
BUREAU OF FOREIGN COMMERCE 


WITNESSES 


H. C. McCLELLAN, ASSISTANT SECRETARY FOR INTERNATIONAL 
AFFAIRS 

LORING K. MACY, DIRECTOR, BUREAU OF FOREIGN COMMERCE 

E. E. SCHNELLBACHER, DIRECTOR, OFFICE OF INTELLIGENCE AND 
SERVICES 

R. E. SIMPSON, DIRECTOR, OFFICE OF ECONOMIC AFFAIRS 


SUMMARY JUSTIFICATION Data 


Mr. Preston. The next item which we will take up is the one for 
the Bureau of Foreign Commerce which is found on page 62 of the 
committee print and at page 600 of the justifications. 

Before going into the program activities, we will be very glad to hear 
Assistant Secretary McClellan, who has a general statement to make 
on this subject. 

Before Mr. McClellan proceeds, however, we will insert into the 
record at this point the appropriate pages of the justifications. 

(The pages referred to follow:) 


SUMMARY AND HIGHLIGHT STATEMENT 


The budget for the Bureau of Foreign Commerce recognizes the importance of 
increasing foreign trade, investment, and travel to the advantage of our national 
economy and our foreign-policy objectives. The Bureau of Foreign Commerce 
is responsible for the promotion of international trade, private foreign investment, 
and travel. The Bureau proposes to carry on its foreign operations as necessary 
to provide the business community with assistance and information during the 
fiscal year 1957 at the same minimum level as in fiscal year 1956. For this work, 
$2 million plus $130,500 to meet the pay raise has been requested. The Foreign 
Service of the State Department is proposing an accelerated program for the 
exchange of personnel with the Department of Commerce in order to strengthen 
and expand the Foreign Service economic and business activities essential to the 
Department of Commerce. To make effective use of this activity and to carry 
forward a more constructive foreign trade and investment program of value to 
our economy and national defense, the Bureau requests $125,000 additional. 
$75,000 is requested to support a travel-promotion program which had previously 
been financed by allocations from the International Cooperation Administration 
and predecessor agencies. In veiw of the increasing importance of international 
trade in strengthening the free world, $119,500 has been requested to support the 
travel costs and incidental expenses of 10 trade teams composed of qualified 
businessmen under the leadership of Commerce Department personnel. These 
trade teams will tour countries carefully selected on the basis of present or poten- 
tional trade development to meet with foreign business groups for the purpose of 
stimulating two-way trade. 
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Mr. Preston. You may proceed, Mr. McClellan. 


GENERAL STATEMENT 


Mr. McCretian. Mr. Chairman and members of the committee, 
I appreciate very much you giving me the privilege to appear before 
you today in connection with the 1957 budget for the Bureau of For- 
eign Commerce. 

This being my first appearance before this committee, I especially 
appreciate this courtesy. 

Mr. Preston. We are glad to have you. 

Mr. McCrietuan. I have a prepared statement which if it meets 
your wishes, I will merely file for the record. I know you have all 
received it in advance. 

Mr. Preston. We will be glad to have you do that, Mr. Secretary. 

(The statement referred to follows:) 


Mr. Chairman and members of this committee, this being my first appearance 
before you, I wish to express my appreciation for having this opportunity to 
present the programs planned for fiscal year 1957 in the Bureau of Foreign 
Commerce. 

Prior to my coming to Washington, I had the opportunity to travel abroad 
rather extensively. During my travels I discovered that in many countries 
there are tremendous opportunities for the development of two-way trade if a 
way can be found to provide adequately the needed two-way information. Even 
the simplest facts concerning trade opportunities with the United States are 
largely unknown to our foreign friends. The same is true as to most American 
businessmen’s knowledge of trade opportunities overseas. 

Furthermore, the normal pattern of international trade, which was com- 
pletely disrupted during World War II, is now redeveloping. Strong compe- 
tition from many nations is being met as world markets expand. The United 
States must obtain its share of these markets as the trade channels are re- 
opened and trade and investment opportunities reappear. 

It must be recognized that the conduct of international trade today is un- 
usually complicated. It is particularly difficult for the medium sized or smaller 
companies to obtain all the information necessary for them to make sound 
judgments and to exploit fully foreign opportunities under increasingly com- 
petitive world conditions. 

The Bureau is fully aware of its responsibility toward the expansion of 
international trade in an orderly manner. It realizes, however, that, given the 
necessary tools and up-to-date information, the initiative of the American 
businessman ean be relied upon to obtain a full share of international trade, 
investment, and travel. 

A report submitted by the Bureau of the Budget to the Committees on Appro- 
priations of the Senate and the House of Representatives on the end-use value 
of foreign economic commercial reporting was prepared with the cooperation of 
businessmen on the Advisory Council on Federal Reports. The following con- 
clusions were reached after answers to a comprehensive questionnaire were 
received from business and after many detailed discussions with businessmen 
engaged in foreign activities. 

“Our Government policy of promoting foreign trade has greatly increased the 
demand for commercial intelligence of our world trade opportunities as an aid 
to the business community in search for new foreign markets. Dissatisfaction 
with the coverage and timeliness of the foreign intelligence reports has been 
expressed by business users. Our program for the fostering of foreign trade 
has given greater urgency to the demands for an expanded commercial intelli- 
gence service by those who consider such information indispensable in the search 
for new markets.” 

Predicated on close examination of every function within the Bureau, IT have 
proposed a redirection of some programing designed to meet the demands of the 
business community for increased services. These proposals were approved by 
Secretary Weeks and are now presented to the Congress in this, the President’s 
budget. 
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The budget estimate presented reflects the Bureau of Foreign Commerce's re- 
sponsibility to carry on its traditional services to the business community at the 
same level as over the past 2 years. The additional requests, although modest, 
will provide adequate funds to carry out the planned programing. 

Of major importance is the agreement reached between the State Department 
and the Department of Commerce. It is designed to strengthen our services to 
the business community. To implement this agreement, the Department of Com- 
merce proposes to receive 20 economic officers from the Foreign Service and train 
them for a 2-year period. At the same time, the Department will exchange 20 
men with the Foreign Service who have had at least 2 years’ experience in the 
field of international trade and investment. 

This joint program will increase the activity and effectiveness of the Foreign 
Service to make available to the business community information relative to the 
development of foreign trade and investment. 

To achieve the maximum results of this program it is essential that the activi- 
ties of the Bureau be increased. The Office of Economic Affairs should develop 
more economic and investment studies for publication. The offices concerned 
with trade and investment development must assemble more complete informa- 
tion on opportunities and disseminate this information to business. 

The exchange program with the State Department must be implemented with 
broader activity within the Bureau, if we intend to meet the new developments 
in the field of foreign commerce. Therefore, provision has been made in this 
appropriation estimate to increase these activities. 

Allowances have been made in this budget to send 10 trade missions to coun- 
tries where there will be no international trade fairs 

Here again we visualize tremendous trade opportunities for American busi- 
nessmen. The success of trade missions touring the foreign business communi- 
ties in the interest of two-way trade at fairs has been phenomenal. 

However, we have not gone far enough. Many other countries should be 
explored beyond those that have trade fairs. The program now suggested will 
bring about thousands of valuable contacts on each tour. Although specific 
trade results will not be quantitatively evaluated, these contacts will be unques- 
tionably important. 

The countries selected to be visited by these 10 trade missions will be carefully 
screened for probable immediate benefits to the United States in terms of gvod 
will as well as opportunity for long-range trade and investment promotion. 

Additional funds are requested for a travel promotion program. This program 
was previously financed by allocations from ICA and predecessor agencies. The 
ICA, Department of State, and the Bureau of the Budget have agreed that the 
Department of Commerce shall request its own funds for carrying out this pro- 
gram in fiscal 1957. United States residents spent about $1% billion in 1955 in 
foreign travel. Dollars spent in travel can make a significant contribution toward 
correcting the trade imbalance now covered by aid programs, troops Overseas, 
and other dollars spent as a cost to the taxpayer. 

Specifically, the Department contributes to the development of increased 
international travel by engaging in the following activities: 

(1) Coordinating travel programs through United States cooperation with 
foreign governments and with businessmen here and abroad. 

(2) Making special reports on travel-development activities and publicity 
programs in foreign countries to encourage travel to the United States. 

(3) Making annual statistical reports on the United States share in 
international travel. 

(4) Improvement and expansion of analysis of questionnaire replies by 
United States residents returning from abroad. 

I sincerely believe that the Bureau of Foreign Commerce program as pro- 
posed, effectively administered, will perform an important and much-needed 
service in the national interest. Therefore, I respectfully submit that this 
request is justified and I trust it will be given your favorable consideration. 


IMPORTANCE OF FOREIGN TRADE IN NATIONAL ECONOMY 


Mr. McCreitian. Mr. Chairman, I would like to make a few obser- 
vations extemporaneously concerning some of the problems which 
are referred to in my prepared statement, and which I think will 
prompt some questions in connection with the budget figures under 
discussion. 
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First, I would like to say that from my own personal observation 
I consider the importance of high level of trade, investment, and 
travel very real indeed in connection with the responsibilities carried 
out by our Government today, and recognizing that in ratio to our 
gross national product, in 1955, exports amounted to the compara- 
tively small figure of 3.5 percent, even taking into account everything, 
such as services and invisibles, and such, our exports of nonmilitary 
goods would total about $14 billion, which is close to 10 percent of 
what we would consider the movable goods produced in this country 
and somewhere in the neighborhood of that amount of the manu- 
factured items produced. Further than that, close to 40 million acres 
of American farmland produced for markets overseas and between 
3.5 and 4 million people are employed in connection with foreign 
trade. When you Sasryoryed them, and their families and all these 
other factors, it is clear at once that our for eign trade is an important 
part of our national pomeanr. 


REDEVELOPMENT OF TRADE CHANNELS FOLLOWING WORLD WAR II 


In connection with this, there are real problems, I believe for United 
States firms doing business abroad—either buying or selling. All 
of us realize, of course, that following World War II and the Korean 
situation trade channels throughout “the world had to be completely 
recast and that channels of trade which obtained before World War 

and before World War II have been completely disrupted twice. 
As they are rebuilding, they are being reformed in ways that could 

asily exclude the United States from markets which we formerly 
enjoyed unless we are right on the job to develop our own opportuni- 
ties. 

I think this is particularly true with the smaller businesses who have 
not been able to develop for themselves the kind of communication 
channels between the various countries with whom they would like 
to deal and the United States. The bigger firms have had a better 
chance of doing that, and have done more about it. However, it seems 
to me that based upon my own experience in travels through between 
15 and 20 different countries during the past 7 years that the small 
businesses, both here and abroad, have opportunities for expanding 
our world trade, and that can only be brought to full fruit with some 
additional work on the part of the Government, largely through the 
Department of Commerce in cooperation with the Department of 
State and our Foreign Service. 

The Bureau of Foreign Commerce has the primary role in this work. 
The problems we are facing today in meeting the needs of American 
business and industry are not being fully met, and that is one of the 
points that will be developed in this presentation. I am personally 
extremely anxious that we do what is right, and only that in develop- 
ing adequate services to business. 

It is our purpose to aid in the expansion of foreign trade on a proper 
basis, both buying and selling. That is, two-way trade to the mutual 
advantage of all the countries concerned, including the United States. 


EXPLANATION OF REQUESTED INCREASE IN FUNDS 


As to the budget figures, our request includes $2,130,500 to carry the 
get hg 1 
operations in 1957 at approximately present levels. I would like to 
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mention that of that $2,130,500, the sum above $2 million represents 
the cost of salary increases as a result of action by Congress. ‘The rest 
of it is what we had at the first of last year by your grant. 


TRANSFER OF TRAVEL DEVELOPMENT PROGRAM FROM ICA 


Item B calls for $75,000 for a small travel staff. This staff was 
financed during the past year by the International Cooperation Ad- 
ministration. However, during the year a part of this sum was trans- 
ferred to the Department of Commerce and we were assigned the 
responsibility of doing the job in the travel development program our 
selves. The ICA will not be budgeting this item for fiscal year 1957. 

I might say that in connection with the travel program we have in 
mind the use of about eight people and that can be dealt with later. 
Just to mention briefly some of the things that we have in mind, we 
are working presently not only with industry and business in the 
United States, but with governments overseas in a program of work 
which includes such things as this: To work with other United States 
Government agencies in reducing barriers and handicaps to travel; 
to provide a focal point in the United States Government for infor- 
mation on international travel with periodic statistical reports; to co- 
operate with the United States travel industry to encourage and par- 
ticipate in the work of international organizations; to support help- 
ful legislation and to give advice and assistance to individual foreign 
countries through diplomatic channels on problems of travel. Those, 
in the main, are the methods by which we would approach this problem 
of increasing travel. 

I would like to add another point prior to your questions, and that 
is in 1955 the gross expenditure for international travel by Americans 
was in the neighborhood of $114 billion. Of this large total, $11/, bil- 
lion was actually spent in foreign lands. Only coffee imports rank 
above the invisible imports represented by our travel expenditures 
abroad. That, tomy mind, is quite signific ant for many reasons. 

One reason is that it is about as painless a way to make exports pos- 
sible as I know. Secondly, it not only rewards the people who travel 
overseas, but it is a factor in my opinion of developing a better under- 
standing between the peoples of nations with the result that we have a 
better chance to achieve international understanding that holds 
promise for a more substantial peace. 


PROGRAM FOR IMPROVED COORDINATION WITH DEPARTMENT OF STATE 


In addition to the travel program there is an increase of $125,000 
to strengthen our operations as they relate to a new program worked 
out by the State Department. 

This contemplates expanded economic and commercial work of the 
Foreign Service and the exchange of personnel between the two 
agencies. 

Gentlemen, I would like to say a word about this: 

It is not a completely new thought in regard to the business of better 
coordination betwen the Department of State and the Department of 
Commerce with the purpose of developing a better service to commerce 
and industry here. 
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When I first came to Washington a little over 6 months ago, there 
was under consideration a plan for developing stronger relationships 
of this order and I immediately got into it because | had just returned 
from overseas and I was concerned with the problems that I saw 
and felt that there was a need for coordiantion between the State 
Department and the Department of Commerce in order to avoid any 
duplication in these services to be performed and, certainly, to step 
up the commercial communications between businesses overseas and 
businessmen here in order that Americans, particularly in the smaller 
business category, could make the most of their opportunities to sell 
overseas and to transfer capital overseas where capital investments 
could be made to the advantage of the American investors. 

I confess to all of you that when I got into it, | made some changes 
in the plan as was then contemplated. I can report that there has 
been developed between the Department of State and the Department 
of Commerce an agreement which at this point has been agreed upon 
wholeheartedly by the Department of Commerce and the Department 
of State and which is now before the Bureau of the Budget. There 
I anticipate full approval. It has as its purpose a plan of operation 
that I wholeheartedly endorse and I am in some part accountable for 
this definition of relationships. This presupposes complete coopera- 
tion without subordination to the Foreign Service Act of 1946 without 
change. It develops no new jobs or titles or job descriptions. Rather 
it suggests that the Department of Commerce and the Department of 
State integrate their work so that the people who are reporting on 
economic affairs in the Department of State under the line authority 
of the State Department and completely operated by the State De- 
partment, cooperate with the Department of Commerce so that those 
services needed by American businessmen and industry are met and 
met adequately by competent people. 

The thing which I oppose, and L would like this to be clear, is any 
separate service, or any new service function by the Department of 
Commerce as a separate Foreign Service in the development of this 
work, 

We have an excellent Foreign Service. We have some deficiencies 
in it in this particular area, but the ways to meet them are, in my 
humble opinion, through the cooperation and coordination and 
strengthening of the area where need appears, and that need appears 
in the commercial reporting. 

On that point, I mentioned that we have negotiated an agreement 
with the Department of State. That agreement contemplates two 
things: It contemplates a continued rotation of people who are con- 
cerned with and interested in the economic affairs and the commer- 
cial affairs between the two departments where we will be rotating 
people on a basis that makes sense to me. People who, for example, 
have been in the Department of Commerce for a minimum of 2 years, 
and who have demonstrated real competence and experience and un- 
derstanding, and who have an interest in foreign service. The agree- 
ment provides having them rotated to the State Department where 
they can do the kind of a job that only people with that background, 
interest, and experience can perform to the maximum degree. By the 
same token, i in exchange for these people on a man-to-man basis, we 
are bringing in people from the State Department who are concerned 
with economic affairs and who need the experience that can come in 
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the Department of Commerce. What I have reference to is in the 
economic area of reporting and service. That is one phase of this new 
arrangement. 

It seems to me as a man who has just come from business and indus- 
try that it makes an awful lot of sense as a practical procedure. 

Beyond that, the State Department reached a conclusion which was 
concurred by us who have the same problem that there is need for 
more information than that presently provided through Foreign Serv- 
ice economic reporting as it relates to the development of trade, and 
as to the development of the flow of capital abroad. I am talking 
about investments. 


NEED FOR INCREASE IN NUMBER OF COMMERCIAL ATTACHES 


This is no discredit whatever on the economic reporting service pres- 
ently operated. It simply points up a deficiency and I would mention 
two things in this connection: 

One is based upon what I have read out of the records, and that is 
to the effect that there are today approximately eight commercial at- 
tachés around the world in American embassies. In my humble opin- 
ion there should be at least 30 today in the light of the needs that 
obtain in these countries. To illustrate further, last year I believe 
represented the biggest number of requests for economic reports from 
various countries which was in the neighborhood of 11,000 or 12,000 
or 13,000 called spot reporting—information needed by business and 
industry concerned with doing business overseas. Nearly 13 per- 
cent, if I remember the percentage correctly, of those reports were not 
forthcoming for one reason. There was an inadequate staff to com- 


plete the job. It was not disinterest or unwillingness or incompetence. 
It was simply that we were not staffed equal to the task. 


COAL MARKET IN EUROPE 


Finally, I in my own experience recently came across the problem, 
and if Congressman Flood were here I know he would be interested. 
It happens that in 1956 our exports of coal increased by about 65 
percent. That is a very important thing because of the fact that our 
coal industry—and I am not speaking of anthracite alone; I am 
talking about bituminous coal, particularly, because that is the area 
through which the greatest increase in exports obtain, and I have been 
talking with the coal people about that. They are very heartened by 
this development, as they should be, but their concern, as it is expressed 
to me, is what happens tomorrow. We are not able to predict how 
long we can hold this market, and we think it is extremely important 
to our industry that we would retain this new market. We would 
like to get some information on it. Mr. Joe Moody, the president of 
the Southern Coal Producers’ Association, has been in to see me three 
times to discuss this problem. Prior to his last visit I got some of 
our people in the Bureau of Foreign Commerce to make a brief analy- 
sis of the market situation on coal in Europe, so that we could have a 
helpful discussion with Mr. Moody. He was very impressed and I was 
too. However, when he was through, I raised the question myself, at 
his proding, I said, “Why can’t we develop for Mr. Moody a study of 
this problem in getting the information from the various countries 
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as to this potential for the future?” We have real problems there in 
transportation and other facilities that will cost a good deal of money 
and there is no point in investigating it unless there is a good potential 
in the market. 

Gentlemen, I must report to you that we do not have today the 
fieldmen in the embassies overseas who have the time and, perh: aps. 
the competence and special training required to give us Talal is 
needed in this very study. That is one of the problems that brings 
home to me this important thing. There will be questions about this, 
I am sure, but I just wanted you to know in advance that I feel that 
the key points in this program development are these: 

One, we have established, I believe, liaison and rel: ationships with 
the Department of State which have great promise in cooperation, 
coordination, the avoidance of duplication and the improvement in 
trade development through sound practices by the Government, and 
I am very pleased that this has been achieved. 

As to the final item on the budget figures 

Mr. Preston. Before you go into that, we might say for the sake 
of the record here that Mr. Flood was very much interested in the 
subject that you were discussing and he has devoted a great deal of 
his time and talent toward trying to solve the problems concerning the 
coal industry. However, at present he is sitting on another subcom- 
mittee and for that reason could not be here at this moment. How- 
ever, We e? xpect him at any time. 

Mr. McCretxan. I would be very glad, Mr. Chairman, to come up 
at any time to discuss with Mr. Flood or any of you my views in 
connection with this particular problem or any other, but I would 
want for the record and for all of you to know some of the things that 


prompted me to be so concerned about doing the very thing we are 
proposing today. 


TOUR OF FOREIGN COUNTRIES BY MARKETING TEAMS OF BUSINESSMEN 


Finally, in connection with the $119,500 item to finance the sending 
of 10 marketing teams to selected countries of the world for the pur- 
pose of discussing with businessmen the problems of two-way trace. 

We have sent marketing teams of this order to various countries 
during the past year or two in connection with the trade fairs. The 
results have been surprisingly good based upon the record. The 
interest demonstrated by the businessmen in these various countries 
has been startling and encouraging. I have talked with a number of 
our own businessmen upon their return, and I would like to make 2 or 
3 comments about it. 

In the first place, this request for funds is not for payment of 

salaries of the private businessmen who make up the major part of 
these marketing teams. I have a list of the ones who have been 
enlisted here and I think about 75 have participated thus far. They 
are invited, and serve without salary. We do cover their expenses. 
Furthermore, they are not permitted to do business for their com- 
panies. They do not go there to take orders; they go there to talk 
marketing ; two-way marketing, and in order to de ‘velop understand- 
ing of the channels of trade and the opportunities for investment and 
the opportunity to do business. One country with the other, in good 
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cooperation through working with our embassies and their commercial 
people. 

This item of $119,500 is relatively modest when compared with, I 
think, the potential that it offers. I happened to think of two places 
Calcutta is one of them. After a marketing team was sent there, in 
the first week that followed there were 200 inquiries made of our 
embassy as a result of interest demonstrated and created by the 
conferences with businessmen. 

At Frankfurt, I believe there were 300 inquiries immediately fol- 
lowing the visit of the marketing team there. Jam not just talking 
about those who came in and talked with the team. There were nearly 
3,000 of those at Frankfurt, but there were 300 inquiries followed up 
by the American Embassy itself. These teams are largely catylists 
toward the development of trade. Certainly, it seemed to us that 
it was a good investment toward the development of two-way trade 
and as I pointed out that is important. 

These are the things that make up the budget. I have tried to 
keep my remarks brief and have filed a statement and I trust in your 
questioning you will explore any points that I have not covered 
adequately. Between my associates and myself we will do our very 
best. Mr. Chairman, to give you the full answers that you would like 
us to give. 


BIOGRAPHICAL BACKGROUND OF H. C. M’CLELLAN, ASSISTANT SECRETARY 
FOR INTERNATIONAL AFFAIRS 


Mr. Preston. Mr. McClellan, you have made a very interesting and 
intelligent statement, and I think the committee would like to know 
something of your background and experience. Although I know it, 
I think the committee would like to know something of your back- 
ground which qualifies you to make the observations which you have 
made. 

Mr. McCietian. Mr. Chairman, I am honored to be invited to offer 
comments in that regard. I have here for your files, if you would 
like, a biography which was prepared for me. I am the son of a 
Presbyterian minister. I did not follow in his footsteps. I went 
into business when I got out of college in 1922 and shortly after that, 
a few years later, I ‘started a paint-manufacturing business in Los 
Angeles, Calif., my home State. 

I have been concerned with many business and civic affairs during 
the past 20 years. I have been city councilman in my little hometown 
of San Mareno, Calif., and I have ‘been a member of a State authority 
out in California called the Metropolitan Transit Authority of Los 
Angeles. I have been president of the board of trustees of nty col- 
lege for the past 5 years. I was for a year the president of the Na- 
tional Association of Manufacturers. I was president of my paint 
association in California and president of our Merchants and Manu- 
facturers Association out there. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. McCie.tian. My experience with the Foreign Service has been 
very limited. However, during the past 7 years I have crossed the 
Atlantic nine times and have traveled around South America. Since 
assuming my present position I have been down to the Dominican Re- 
public only once. Previously I served in a number of capacities in 
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Europe with the Foreign Operations Administration in Yugoslavia, 
Germany, and Italy, and as an industry representative in France and 
Italy and some other countries. 

Mr. Tuomas. How long were you in Europe? 

Mr. McCiexan. I have been there a number of times, but usually 
stayed about 2 months at a time. 

Mr. Tuomas. I thought you were stationed over there for a while. 

Mr. McCieiuan. No, sir; I was sent over there on special missions. 

Mr. Tuomas. You were sent over there for special missions? 

Mr. McCue.uan. Yes, sir; team missions, and I made one mission to 
Chile by myself in 1955 at the request of the Foreign Operations Ad- 
ministration. 


PROGRAM FOR IMPROVED COORDINATION WITH DEPARTMENT OF STATE 


Mr. Tuomas. What understanding do you have of the State De- 
partment with reference to your program? You touched on it a 
while ago, but I did not quite get the details of it. I got enough to 
know that if you are going to get in their backyard, you are going to 
be just as popular with them as you are going to be at Mare Island. 

Mr. McCietian. Mr. Congressman, I will put it this way: 

I started my negotiations with the State Department at a fairly high 
level and I started immediately when I got to Washington because I 
felt I understood a little bit about the needs for more information in 
terms of trade development. I did not talk about it with Mr. Dulles, 
but I went pretty high up and I concluded that there was real in- 
terest at the top levels in doing a proper job through cooperation and 
without competition between the departments. 

Mr. Tuomas. Well, it has already heretofore existed, has it not, as 
to duplication ? 

Mr. McCietian. I am no authority on that, and I can only say that 
1] felt there was a real need to develop coordination between the De- 
partments. 

Mr. Tuomas. That word “coordination” is as broad as that wall 
there. 

What do you mean by “coordination ?” 

Mr. McCie.uan. Let me be specific. This is the kind of a pattern 
that I envisage as the proper one: 

In the first place, I do not think it is wise for the Department of 
Commerce and the Department of State to try to operate in parallel 
two Foreign Service operations in economic affairs. 

Mr. Tuomas, That is what has been going on in the past. 

Mr. McCiextan. It is not what I advocate. Nothing of that order 
is contained in the agreement, which we have negotiated. In fact, 
the minute I got in and saw what had been drawn up on paper, I 
changed it personally. 

Mr. Tuomas. What changes were made ? 

Mr. McCietian. The change is this: We in our pattern today have 
proposed nothing that is not provided for in the Foreign Service Act 
of 1946, and we are proposing only this: 

To take, for example, the commercial attachés who now are operat- 
ing in only about eight of our American Embassies overseas and to 
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strengthen the operation. I mean to make them more competent men 
to deal with the problems of commerce and trade. 

Mr. Tuomas. You may only have eight commercial attachés, but 
you have a branch at each one of the embassies to attend to the com- 
mercial end of the business, regardless of what you call them. 

Mr. McCrieixian. If you w ill look through this document prepared 
by the Bureau of the Budget, you will find that there is a service 
required by or nearly all of the de partments of Government. I am 
speaking of the economic reporting service which helps the United 
States Government to determine its policies on some sound basis of 
understanding of the economic affairs in other countries. That is an 
important factor. 

In addition to the economic reporting which is important to all of 
us there is a service in connection with commerce which presently is 
deficient. That is no indictment against what is being done, but the 
fact is that there has been for some time a need for a broader base of 
experience by the commercial attachés that we have overseas. The 
fact that we only have eight of them per se today is a reflection of the 
fact that our emphasis has gone in other directions. It is mandatory 
that the Treasury Department, the Department of Agriculture and 
the State Department itself have economic reporting of an order that 
is a little bit apart from straight commerce. Perhaps that is impor- 
tant, but at least we in commerce need an emphasis upon commerce 
intelligence and that is the point I make. In order to achieve what I 
think we need for the purpose of developing trade, we need commercial 
intelligence and you cannot get commercial intelligence out of the 
economic officers who are not experienced in commerce or at least 
trained in it. 

That is why we are proposing, No. 1, that we have the exchange of 
personnel. 

Mr. Tuomas. You used the word “intelligence.” Now, in the tech- 
nical, limited sense of getting and supplying. information, are you 
using the word in that sense or are you using it in the broader sense of 
where a man is going to be a salesman ? 

Mr. McCreiian. Well, I am new here, and this word “intelligence” 
has not been in my vocabulary because I have just come from business. 
He is not just a salesman. He is a factfinder reporting for the man 
who wants to develop a business. I was in Chile for a couple of 
months and I spent 90 percent of my time with men in business and 
industry. I know something about their problem. 

We need to be in touch with the commerce and business of other 
countries cultivating a relationship which is helpful to them and at 
the same time of mutual benefit to us. We are not able through the 
present staffs in our foreign embassies to implement such a program. 
It is a matter of the flow of information that our businessmen need in 
order to enable them to do the job. 

However, if the information has been available, they have the facts, 
and the smaller businesses can participate. My company is a small 
one. The smaller businesses have no way of doing the job that the 
big companies can do in getting the facts about foreign markets. 

Mr. Tuomas. That is very nice. Thank you, sir. 
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SALARIES AND EXPENSES 


Program and financing 





| 1955 actual | 195 16 estimate | 1957 estimate 

















§ 
Program by activities: | | 
; Promotion of United States foreign commerce and invest- | 
ment (total obligations) -.......---- ; | $1,971,685 | $2, 130, 500 $2, 450, 000 
¢ Financing: red 
j Obligations in excess of availability ...............---- —10, 585 | |----------- 2 
1 Appropriation (adjusted) - -- - -- nies 1, 961, 100 2, 000, 000 2, 450, 000 
| Proposed supplemental due to pay incres ES Se ; abhea 130, 500 I ane 
Obligations by objects 
Object classification | 1955 actual | 1956 estimate | 1957 estimate 
nite 
Total number of permanent positions- ----- 319 | 288 | 306 
Full-time equivalent of all other positions 3 | 1 | 2 
Average number of all employees - ------ 256 | 277 | 298 
Number of employees at end of year 288 287 307 
Average salaries and grades: 
General schedule grades: | 
Average salary -- — pbatiedaind $6, 104 | $6, 731 $6, 874 
Average grade_-_. a ed Gs 8.7 | GS-8.9 GS-9.2 
01 Personal services: | 
Permanent positions_- Recieea $1, 604, 713 $1, 860, 130 | $2, 038, 595 
Positions other than permanent_.-- : eee 20, 752 3, 240 7, 005 
Regular pay above 52-week base ; eae 6, 820 | 7, 130 
Payment above basic rates. -_- odaae 5, 461 
Other payments for personal services. - ae 169 
Total personal services... ; saeet 1, 637,915 | 1,870,500 | 2,048, 600 
02 Travel-_-. ‘ , 34, 396 | 30, 000 140, 000 
03 Transportation of things 65 LhREe 150 100 | 100 
04 Communication services._-_.---..--- ; pee 25, 535 | 30, 700 | 31, 200 
06 Printing and reproduction _. ate : Pn 147, 035 160, 000 | 172, 000 
Q7 Other contractual services Dita 88, 846 | 10, 000 | 29, 500 
Services performed by other agenc ies____- oe 16, 277 | 14, 000 | 14, 000 
08 Supplies and materials-----_- ; is 17, 910 | 15, 000 15, 300 
09 Equipment es Sere ace ames BO sa cou<s Sade baa 
11 Grants, subsidies, and contributions.................---- Fepaeere! eae 2, 100 
13 Refunds, awards, and indemnities.................--- ss a i hiacenteincann 
15 Taxes and assessments__........-- ea oe aaa 910 200 | 200 
Pi a lw ane 1, 971, 685 2, 130, 500 | 2, 450, 000 


Budget authorizations, expenditures and balances 





1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE | 


Appropriation. __....-.- | $2,000,000 | $2,000, 000 $2, 450, 000 
Transferred to “E xport control, Bureau of Fore ign Commerce” 
CP mS hk ee a ce meneuin eaieeie —38, 900 |....-- 

Adjusted ap propriation adie ls adda L 961 100 2, 000, 000 | 2, 450, 000 
Proposed supplemental due to pay increases... ; wih | 130, 500 ae 
Obligated balance brought forward 4 ‘ a | 327, 034 288, 290 

Total budget authorizations available iar eraa 1, 961, 100 | 2, 457, 534 2, 738, 290 


EXPENDITURES AND BALANCES | 


Expenditures 





Out ofcurrent authorizations 1, 644, 651 1, 720, 000 2, 107, 000 
Out of antic and supplemental appropriation Reais 125, 480 | 5, 020 
Out of prior authorizations } i 323, 764 | 280, 420 
Total expenditures 1, 644, 651 2, 169, 244 | 2, 392, 440 
Unobligated balance no longer available (expiring for obliga- | 
tion) nd aati | —10, 585 ida | . 
Oblig: ited balance carried forward - | 327, 034 288, 200 346, oat 
Total expenditures and balances__.........------------- | 1, 961, 100 2, 457, 534 | 2, 738, 290 
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SUMMARY JUSTIFICATION DATA 


Mr. Preston. Let us insert into the record at this point pages 603 


and 604 of the justifications. 
(The pages referred to follow :) 


Summary of requirements 








Appropriation, 1956 San pc vuetied apelin aleninea rs cna cums $2, 000, 000 
Proposed supplemental due to pay increase - -- 130, 500 
i On RRO CII oi. pinino osce clncnacdendpndcusiesscvencisnsentatenaakeas $2, 130, 500 
Deduct: Regular pay above 52-week base —7, 130 
Base for 1957_.-.-.-.- sles ssup mip save aalisieptaeiae a 
Net difference, 1957 over 1956: 
; | 
Requirements | pn; 
| 1 | Difference, 
By activity penett? 
1956 1957 crease (—) 
adjusted | estimate ia 





| 
Promotion of United States foreign commerce and 


investment $2, 123,370 | $2, 450, 000 +$326, 680 +326, 630 


2, 450, 000 


SUI CRM tn IDE IINUNERIED, THOUS oiics cue ewinncknevownecunGéensoncckweasnesseekaenceuls 
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ANALYSIS OF REQUEST—INCREASE IN POSITIONS 


Mr. Preston. This request is in the amount of $2,450,000 which 
represents an increase of $326,630 above the base. 

Mr. Secretary, you have discussed a good many things already which 
would have been natural questions to us. You referred briefly to this 
travel development work and I see you are requesting 16 new positions. 

Mr. McCretian. No, sir; eight. 

Mr. Preston. Is it eight? 

Mr. McCieiian. Yes, sir; that have to do with travel. I believe 
that is correct. We are requesting a total of 28 new positions, and I 
would like to explain that, and then there may be questions which 
I would ask to be directed to some of my associates who can give you 
more specifics. 

Mr. Horan. That isa little confusing. On page 604 of the justifica- 
tions it appears that the number is 21. 

Mr. McCretian. I beg your pardon. 

Mr. Preston. I notice also that on the bottom of page 610 the fol- 
lowing language appears: 

An increase of 16 positions is requested to permit directly budgeting for the 
Department’s larger responsibilities in the field of travel development a part of 
the funds for which were received through ICA to provide additional head- 
quarters staff work for the increasing number of trade missions to be sent to 
foreign countries, and so forth. 

Mr. McCietian. Yes, sir. 

Mr. Preston. Does it mean that just eight of those positions deal 
with the travel development ? 

Mr. McCuenian. Yes, sir. If I could make a quick separation and 
explain what the net increase in personnel would be, I think it might 
help us to get the approach and then we can see whether there are any 
discrepancies in here. 

Mr. Preston. Go ahead. 

Mr. McCue.ian. We are asking for 28 people over and above the 
level at which we will end this fiscal year. We will end this fiscal 
year with about 10 less than we started with when we had a $2 million 
budget because of the normal attrition. 

Ten of them will go into our Office of Economic Affairs which has 
to do—and you will find that on this organizational chart here—with 
analyzing the economic reporting and information from the various 
countries overseas and provide the additional service that will spring 
from new reporting done. 

The other 10 people will be in the Office of Intelligence Services. 
That is the organization in which we carry out the operations that 
spring from information in hand. 

One group is to analyze and the other group is to distribute and 
publish and get information into the hands of the businessmen. 

Mr. Bow. You are referring now to your chart which appears on 
page 600? 

Mr. McCiectan. Yes, sir; the organizational chart. 


ORGANIZATIONAL BREAKDOWN OF PRESENT POSITIONS BY GRADES 


Mr. Bow. May I suggest that in each one of the brackets on that 
chart that you insert the number of employees which you currently 
have? 


OFFICE OF EXPORT SUPPLY 


OFFICE OF ECONOMIC AFFATSS 
Office of the Director 


GS-15 3 
GS-13 1 
GS-11 & below 


OFFICE OF INTELLIGENCE & SERVICES 
Office of the Director 


GS-15 
GS-11 & below 





Recap; 

Grade No, Positions 
GS-17 1 
GS-16 1 
Gs-15 22 
GS-14 15 
S-13 23 
GS-12 19 
GS-11 & below _189. 

Total 270 


75136 O - 56 ( Face p. 517) 


American Republics Division 


GS-15 1 GS-12 4 
GS-14 1 GS-11 & belew 4 
GS-13 5 


British Commonwealth Division 
GS-11 & below 


European Division 
1 GS-12 
1 GS-11 % below 


Far Eastern Division 
GS-12 
GS-11 & below 





Near Eastern & African Division 
GS-15 1 GS-12 
GS-14 1 GS-11 & below 4 
GS-13 1 1 





International Economic Analysis Division 
GS-15 


GS-14 
-13 








Insurance Staff 
GS-15 : 
=e 
GS-11 & below 4 


_ Commend ee Division 
GS-11 & below 30. 
35 


International — Development Division 
GS-14 
GS-11 & below un 


Transportetion & Utilities Division 
GS-15 1 GS-11 & below = 
Gs-14 1 1 
Gs-13 3 


BUREAU OF FOREIGN COMMERCE 





Number of Positions by Grade 
As of February 29, ‘1956 


rn ee a ee ee ee 





OFFICE OF THE DIRECTR 


GS-17 1 
GS-16 1 
GS-15 3 

GS-11 & below + 





PUBLICATIONS STAFF 


GS-13 1 GS-15 
GS-12 2 GS-12 


GS-1l & below 8=6_ 9 GS-11 & below 









FOREIGN SERVICE OPERATIONS STAFF 


GS-11 & below 


OFFICE OF ECONOMIC AFFATRS 
Office of the Director 


GS-15 3 
GS-13 1 
GS-11 & below 5 

9 


American Republics Division 


GS-15 1 GS-12 4 
GS-14 1 GS-11 & belew 4. 
GS-13 5 


British Commonwealth Division 





GS-14 1 GS-11 & below 9 
GS-13 2 13 
GS-12 1 


European Division 


POREIGN INVESTNENT STAFF 


GS-15 1 
GS-14 1 
GS-13 2 GS-11 & below 





POREIGN TRADE ZONES STAFF 






OFFICE OF INTELLIGENCE & SERVICES 
Office of the Director 
GS-15 2 
GS-11 & below 
5 


Insurance Staff 
GS-15 : 
GS-13 
GS-11 & below 4 


Commercial Intelligence Division 
GS-15 GS-11 & below 
GS-14 


Gs-12 





International Trade Development Division 
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Mr. McCueuxan. In the organization chart, here? 

Mr. Bow. Yes, sir; so we can see by divisions your setup. 

Mr. McCuietuan. Well, maybe I should call them out to you. 

Mr. Bow. It will be all right if you will do that for the record. 

Mr. McCtretxan. I think we will have to furnish that for the record, 
Mr. Bow. Would that be satisfactory ? 

Mr. Bow. That will be satisfactory ? 

Mr. McCietian. We will be glad to give you a breakdown of 
this. 

Mr. Tuomas. Suppose you give us a breakdown by grades, also. 

Mr. McCuieixan. We shall be glad to. So that it will appear 
clearly that the first 20 people we are talking about, they will be 
equally divided between the resources side—the people who accumu- 
late the facts and information, and the detail—and the other half 
among those who do something about it and get it into the hands of 
the businessman, and conduct the affairs that result in action, and the 
other eight have to do with travel development. I have already men- 
tioned what that program is all about, and the workload that we have 
undertaken as outlined. If there is any confusion in any of the docu- 
ments here as to where this distribution is, maybe we can get some 
answers to that. 

(The information requested faces this page. ) 


TRAVEL PROMOTION PROGRAM 


Mr. THomas. Was not the figure $65,000 for travel ? 

Mr. McCrexxian. $75,000. I might mention one other thing before 
we leave “Travel.” 

This formerly was in the ICA and was transferred tous. The budg- 
et in their department, I believe, was substantially higher than $75,000 
per year. 

Mr. Macy. It was $130,000. 

Mr. McCuetxian. I would like to explain why we have a different 
figure. In asking for $75,000 we are combining this service with cer- 
tain other services performed in our Department which avoids dupli- 
cation of effort in some of the areas in which we work. We think we 
can do a commendable job with this amount of money and save a sum 
over what the former budget was and that is why we put it at this 
figure. 

Mr. Preston. Did you put in how much you received as a transfer 
from ICA? 


EXPLANATION OF REQUESTED INCREASE IN PERSONNEL 


Mr. McCietxan. I did not mention that, but they had $30,000 for 
4 months. They gave us $30,000 for a 4-month period which was 
transferred. 

I think on page 610 the question was raised about the increase of 
16 positions requested to permit direct budgeting of the Department’s 
own travel. 

Do you want to explain that, Mr. Macy? 

Mr. Macy. That net of 16 is for 3 purposes. You will notice on the 
sheet at page 610 it says “to permit directly budgeting for the De- 
partment’s larger responsibilities in the field of travel development, to 
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provide additional headquarters’ staff work for the increased number 
of trade missions to be sent foreign countries, and to maintain other 
office Operations despite an increased participation by regluar staff 
members on such trade missions and in the expansion of inservice 
assignments programed with the Foreign Service of the United 
States.” 

The 16 mentioned there are for all of those purposes. There is a 
net of 16. 

Mr. McCrieiian. They are contained within the total of 28 which 
I mentioned. 


PERSONNEL EXCHANGE PROGRAM WITH DEPARTMENT OF STATE 


Mr. Tuomas. Has the State Department agreed to enter into this 
exchange program ¢ 

Mr. McCietian. Yes, sir; Mr. Chairman, they have wholeheartedly. 

Mr. Presron. What is your plan with reference to the number of 
people involved ? 

Mr. McCietian. Mr. Chairman, what we are planning to do is 
to exchange, during the first 12 months, 20 people on this rotation 
plan. That is one project. 

The other part is to increase the number of qualified commercial 
attachés operating in the State Department, but with joint training 
in both State and Commerce and industry, we hope, who will be per- 
forming this commerce function—I mean this business function—in 
the development of trade understanding, not as salesmen and not 
just as intelligence, but as the accumulators of fact about trade oppor- 
tunities. However, they will be in the State Department under the 
line of authority of the State Department and not in a special section 
of Foreign Service operated by the Department of Commerce. 

Mr. Preston. If I recall the history of this thing correctly, you are 
doing what the committee has felt ail along should be done. 

Mr. McCietian. I think, Mr. Chairman, that that is exac tly right. 
I have tried to get at the facts in this thing and to the best of my 
information what I am trying to accomplish in my responsibilities in 
this field I feel is exactly what you have been thinking about in the 
protests you have made to some of the things of the past. I think so. 

Mr. Preston. I think so, too. You have your agency broken down 
pretty well into small groups with small numbers of people in 
each group. 

Mr. McCretian. Yes, sir. 

Mr. Preston. It strikes me that you have a pretty good organiza- 
tional setup. 

Mr. McCietian. Yes; I think we have. 


PROPOSED ADDITIONAL PERSONNEL IN OFFICE OF ECONOMIC AFFATRS 


Mr. Preston. Did you comment upon the six new positions in 
Economic Affairs ? 

Mr. McCietian. There were 10 actually in the Economic Affairs 
Section. In the Office of Economic Affairs there are 10, and there will 
be 10 in the Office of Intelligence and Services. 

Mr. Preston. What type of positions are those in the Office of 
Economic A fairs? 
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Mr. McCietzian. I would like to ask Mr. Simpson, who is Director 
of the Office of Economic Affairs, to answer that question. If you 
would permit, I would like very much to ask Mr. Simpson to ti alk to 
that specific: ally, because they are in his charge. 

Mr. Srreson. May I have the question again ? 

Mr. Preston. We want your comment about the six new positions 
that you are seeking in the Office of Economic Affairs. What type 
positions are they, and so forth ? 

Mr. Stmpson. Well, sir, most of my organization is broken down 
and distributed among what we call geographic divisions. What 
that means is that we are organized country by country in my part 
of the Bureau. The people that we have are assigned in this manner 
We will take a typical person—say Mr. John Jones. Mr. John Jones 
may be assigned to work on one country, or in some cases he may be 
assigned to work on 2 or 3 small countries. His job with respect to 
those countries is to follow—from a lot of sources, including very 
importantly the State Department reporting, and also where appro- 
priate through the press of those countries and the government’s own 
reporting from those countries—the developments in the economy of 
that country which are important with respect to American busi- 
nessmen who want to do business there. Developments which are 
good for our people or bad for our people and in any case develop- 
ments that our people should know about in connection with doing 
their day-to-day business. Those things would include matters of 
tariff developments, import and export licensing requirements, and 
things ranging from the broader type of developments which have 
a meaning for 5 or 10 years to come as to what will happen to American 
businessmen, down to the very narrowest kind of things which have 
a meaning for a shipping clerk ar an individual company as to how 
many copies he has to make of a given invoice in order to avoid 
having a shipment held up at the ail of entry. 

His responsibility is to keep such information current and to have 
it avilable for dissemination to American business, through a v: ar iety 
of means, some of which are published generally and some of which 
are tailored to individual problems brought to him by individual 
firms. 

These 6 people we are talking about would be 6 John Joneses for 
assignment to various countries. 


DISTINCTION BETWEEN OVERSEAS OPERATIONS OF CIA AND BUREAU OF 
FOREIGN COMMERCE 


Mr. Tuomas. Do you make your information available to the Cen- 
tral Intelligence Agency ? 

Mr. Stupson. Yes, sir; most of the information we get is available 
to them simultaneously with the time it becomes available to us, but 
we do have liaison back and forth with them in addition. 

Mr. Tuomas. What duplication exists between your overseas op- 
erations and that of the Central Intelligence Agency ? 

Mr. McCretian. TI do not believe there is any, Mr. Congressman. 
If there is even minor duplication, I am not aware of it. What we 
are trying to do is to get it at the source. 

Mr. Tromas. Of course, no one knows what Mr. Dulles is doing, 
but if he does his job like it should be done, he is getting exactly the 
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information you are getting because you cannot separate military in- 
telligence from commercial intelligence. One goes hand in hand with 
the other. 

Mr. McCietitan. Whatever information we have is brought back 
in these areas in which we have not been able to get it, and it has not 
been obtained at the Embassy in the past. It is also reported to the 
State Department and to other agencies of interest, and that certainly 
would include CIA. 

Mr. Stmpson. If I may, sir, I might add to that that the distinction 
between ourselves and the CIA, if I understand your question, re- 
lates as importantly to what each of us does with the information as 
it does to the question of what kinds we want. I should say that 
while I am, of course, not the best authority on what CIA wants, my 
impression would be that they would be interested in only a small part 
of what we are interested in and that the large part of what we want 
they would not wish. 

In any case, our job is to obtain the information and get it to the 
businessmen and the job of CIA is quite different. We have no dupli- 
cation in that sense. 

Mr. Tuomas. Your information is identically the same. I imagine 
the only difference is propagation and distribution of your informa- 
tion. 

Mr. McCietian. Well, sir, I think there is a distinction there. A 
lot of the economic type of reporting that is presently done in the 
State Department has a real significance to CIA, but little to us in 
terms of commerce and business development. Much of the type of 
information we are talking about now does not cover the whole broad 
scope of economic reporting presently done, but in trade and commerce 
these factors that we describe and which industry needs are of lesser 
importance, I think, to CIA than the information now available to 
CIA today. 


REDUCTION IN NUMBER OF CLASSIFICATIONS OF FOREIGN TRADE STATISTICS 


Mr. Preston. With reference to foreign-trade statistics you effected 
some changes in the collection of foreign-trade statistics in January 
of this year; did you not? 

Mr. McCietuan. Yes, sir. 

Mr. Preston. I believe you reduced the classifications from 2,800 
down to 1,520? 

Mr. McCietuan. I believe that is correct. 

Mr. Preston. Congressman William H. Natcher of the committee 
has called to the committee’s attention a certain situation in a letter 
dated February 22 which I would like you to consider at this time. 
He points out that one of the results of this change in classification 
was to cease the collection of statistics concerning the item of unman- 
ufactured tobacco. I would like to have your comments about that. 
He is concerned about it. It represents only a small amount of money 
according to what he says. I believe the amount is $2,000. 

Mr. McCuetian. Mr. Chairman, I would only make these observa- 
tions: In the first place, according to my information, and I think I 
have it accurately, the cost involved is very much greater than $2,000 
but more importantly to this discussion and while we are the ones who 
distribute that information, we are not the ones who prepare it. 
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That is in the budget of the Bureau of the Census, and it was their 
budget which was cut. 

We have no request in for the Census budget here. 

I would only say that that is one of a number of protests that we 
have received on our side because of the inadequacy of present report- 
ing. That is a very real problem, and one which I hope ultimately 
‘an be resolved. 

Mr. Preston. Let me see if I understand it. You collect the infor- 
mation and they distribute it? 

Mr. McCretxan. No, sir. 

Mr. Preston. Is this a census matter which I am talking about 
now ¢ 

Mr. Macy. Yes; it is a census matter, and the reports which they 
accumulate involve statistics and declarations from the collector of 
customs. 

Mr. Presron. It is not even in your area, then ? 

Mr. Macy. No, sir; we are very much interested in it. 

Mr. Tuomas. You disseminate what you collect from them? 

Mr. Macy. Yes. sir. 

Mr. McCretian. However, it is not something which is in our 
budget. 

Mr. TxHomas. You stated you had eliminated a great many classifi- 
cations. 

Mr. McCrietxan. That is right, because we get our information and 
the classifications from the Bureau of the Census, and they simply 
eliminated them and we could not distribute them not having the 
information. 

Mr. Tuomas. That is the reason for it? 

Mr. McCietxian. Yes, sir. 

Mr. Preston. Well, we will take that matter up with the Bureau 
of the Census. 

TRAVEL 


I have looked at your justifications concerning this travel, and you 
have already made some comment about your teams which you plan 
to send abroad, and the travel expenses involved. 

Mr. McCrexian. That is a different item. The travel account is 
one that employed eight people and has to do with a travel program. 

Mr. Preston. I know that, but I am talking about the travel item 
of $110,000. 

Mr. McCrietian. The marketing teams have $119,500, and that pro- 
gram is one in which we propose to send marketing teams to 10 dif- 
ferent countries and pay their expenses, but not their salaries. 

Mr. Preston. I am looking at page 628 of the justifications. 

Mr. McCretian. That is a different matter. 


OTHER CONTRACTUAL SERVICES 


Mr. Preston. What is this figure of $19,500 ? 

Mr. McCuriian. That is the increase in other contractual services. 

Mr. Macy. That is $9,500 for other contractual services in relation- 
ship to the sending of the 10 trade missions abroad. The other 
$10,000 is a contractual item chargeable under this $75,000 budget 














for the travel program for contractual arrangements with the Office 
of Business Economics for data which they collect and put together 
for us, 


PRINTING AND REPRODUCTION 


Mr. Preston. You really have quite an item here under “Printing 
and reproduction.” It represents a rather modest increase, but I sup- 
pose a great deal of your work is done through this type of media. 

Mr. McCuruian. That is right. The publications represent one 
of the tools that the business community uses as they get their re- 
ports and information from us. 

Mr. Preston. Do you have any further questions, Mr, Thomas? 

Mr. Tuomas, No, sir. 

Mr. Presron. Mr. Clevenger ? 


PROTECTION OF AMERICAN INDUSTRY IN DEVELOPMENT OF FOREIGN TRADE 
POLICY 


Mr. Cuevencer. Mr. McClellan, I am concerned a little bit about 
whether you have a section in the Department of Commerce in the 
domestic field which is concerned w ith the manufacturer who is being 
hurt by the shipment of foreign goods in here at less than we can build 
them for. 

Mr. McCie.xian. I could show you, Mr. Clevenger, that we are very 
much concerned in the Department of Commerce with seeing to it that 
the pattern which has been adopted operates to the maximum for the 
purposes intended. That means these things: That we continue to 
develop two-way foreign trade in good balance: that in the doing of 
this in an orderly fashion we prevent the destruction of American 
business or industry but that on the other hand we develop it on an 
equitable basis so that we have a mutual benefit to both countries and 
to all countries concerned. Incidentally, that is one reason that we 
have such real interest in the development of travel because there is 
one area of expansion of business activities which has, as I mentioned, 
several benefits. It not only creates better understanding between 
the peoples of the countries, but it transfers a large volume of dollars— 
$1.5 billion last year—which has the effect of enabling other coun- 
tries to buy goods from the United States. 

On the other side of the picture we import today a great deal more 
raw materials and unprocessed items than we do of processed and 
finished goods. While the predominant volume of business done over- 
seas by America is in manufactured items and things which have a 
very high potential or substance in terms of labor content, thus far the 
break in trade is all on the side of the United States in that respect. 

Mr. Cievencer. Yes, but there is something else happening 1 in the 
picture. I spent a short life, it is true, but I spent 37 years in the 
department store field before I came to Congress and I imported goods 
from practically every country in the world which was shipping goods 
into the American market at that time, and there is a means of a lot 
quicker penetration of the American market now than there used 
to be. 

I used to have an advantage over some of my competitors in the re- 
tail field because I had access and made access to markets that they 
did not tap. However, today, for instance, you can take the toy trade 
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which is now booking its orders for next spring. I have in my home 
town a factory employing 1,200 or 1,300 people. ‘They go to the toy 
show in New York and put their eet on exhibition and there is 
present the products of Japan, Germany, and about anyone else that 
is ready to sell, and that is available to whom? It is available to the 
buyers of great chain organizations, many of them dealing from one 
coast to the other. In the old d: ays, even if you were manufacturing 
goods in America, you had to take them out and sell them just as | 
had to do, but tod: ay the buyers of these organizations can see them 
all. 

The amount that is coming into the United States this year is only 
limited by their ability to ship. 1 know that a lot of m: anufacturers 
who see this are wondering what is going to h: appen to them in 2 
or 3 years if the potential for producing this stuff increases abroad. 

Mr. McCieian. Yes, sir. 

Mr. Crevencer. I know about one line of goods that is made in 
my town which is directly competitive with dollar items which are 
available from Japan. They were sold last year in most of the stores 
for 69 cents, and they can be sold under pressure of competition for 
49 cents. It is no bogeym: in. It is just something they are looking 
at, and they are buyer s, and they see them in New York and their 
concern is not so much about foreign trade, but that the foreigners 
are getting their trade, and getting it in increasing amounts and in 
increasing ‘lines. The w ages in these foreign countries are one-third 
of what we pay and they have a lower cost of living, and lower living 
standards. The freight is not an item any more. They are sending 
their goods over in foreign bottoms. There were 100 Swedish ships 
loaded at the port just over the edge of my district last year. That 
did not save the American any freight that I know of. They just 
transferred it from our railroads and boats to Swedish ships. Mind 
you, this is before the St. Lawrence Waterway was opened. They 
are wondering how much more is coming in when you bring the 550 
footer in there instead of a 250 footer. Our merchant marine is built 
for deeper water and only a very few of our ships could come in and 
compete with it. They can build these ships, as this committee knows, 
for less than half, and it is your own testimony here which we have 
listened to in this last week which stated they can operate them for 
about one-fourth in terms of wages, according to the testimony pre- 
sented to this committee. The Japanese can operate them for even 
less than that. 

There is something which is going to get our people more con- 
cerned than whether they can find a ‘few orders overseas. They are 
underpricing to break into that market. They will sell some stuff 
but there is scarcely a thing that they cannot manufacture so cheap 
that our people are shut off from that market. 

We are priced out of the market in our agricultural products and 
you know that. We are trying to get rid of our stuff but it is too 
high priced. 

EXPANSION OF COAL MARKET IN EUROPE 
Getting back to coal, I remember that about 1 million tons a week 


used to go out of Norfolk for Europe during wartime and for some 
time after that. I have been concerned about that situation. I do 
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not know how much they are shipping now, but is our bituminous 
coal trade disappearing ? 

Mr. McCieiian. No, sir; on the contrary. We have had a 65-per- 
cent increase in exports to Europe. 

Mr. CLevencrR. Over what period of time ? 

Mr. McCrexixan. In 1955 over 1954, I believe. Is that correct ? 

Mr. Macy. Roughly, over 1954. 

Mr. CLeveNGcER. Are we shipping anywhere near as much coal out 
of the United States as we did in that period ? 

Mr. Macy. I do not know. 

Mr. Cievencer. The miner does not care who pays for it. He 
knows the Federal Government or someone else paid for it, and he 
got his money and the shipping man got his money, but I do not 
believe you see now the amount of coal being loaded which we used 
to ship. 

Maybe it is coming back because of increasing activity over there 
and the fact that they can make more money than —_ can mining. 

Mr. McCuietian. Mr. Clevenger, the real answer, as I understand 
it, in terms of this development ‘of the market , is that I suppose there 
has been an expansion of industry and business in Europe, and it has 
been determined that American coal has real quality value in compari- 
son with prices. However, one of the very things we need to know is 
what are the factors which we should know in order to further expand 
that market and develop it into a long-range market for American 
industry. Thatis one of the things we want todo. Your whole point, 
I think, is very good, and it is true. 


PROTECTION OF AMERICAN INDUSTRY AS OBJECTIVE IN DEVELOPMENT OF 
FOREIGN TRADE PROGRAM 


Mr. CievenceER. Well, it is a realistic one, and there is not any senti- 
ment in the sampleroom. When one gets in there, if prices and 
deliveries are guaranteed, it does not take a Philadelphia lawyer to tell 
you who is going to get the business. 

I can recall that silly business when they took the Japanese cups 
out in the streets and broke them up, and said that they would never 
touch another thing made in Japan. They are selling more dinner- 
ware now in this country than their potteries can make. They are 
selling porcelain almost as cheap as we can sell earthenware. There 
is more to this than meets the eye. 

I think you have a beautiful little setup, and it does not involve 
so much money that we cannot afford to spend it. 

Mr. McCuietian. That is right. 

Mr. Cievencer. I am telling you that somebody in our Government 
‘needs to take a look at the Japanese gloves and woolen goods and 
knit goods and all of this stuff that is ; back in the market again at 
about half the American price. 

Mr. McCuie.an. We are conscious of the problems, Mr. Clevenger, 
and I assure you that it is the purpose of the Department of Commerce 
to be realistic and to do what 1s right in terms of protection of Ameri- 
eon industry in the light of our foreign trade policy. 

As I mentioned in my earlier testimony, we have as a specific assign- 
ment the prevention of American business and industry from being 
destroyed from abroad from unfair competition. That is in the pres- 
ent laws which you gentlemen wrote. 
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Mr. Cievencer. We tried to prevent it. 

Mr. McCuietian. It is our purpose in addition to develop trade to 
yrotect American business against that, but rather to develop trade 
in an orderly fashion which does not permit that. And that is in- 
cluded in our program. 

Mr. Cievencer. I am just giving you some idea of the ideas that are 
rife. Iam not so much interested in this friend of mine who owns this 
plant, or is the president of it, but I am concerned with the jobs of the 
1,100 or 1,200 men and women who are working there. I want them to 
continue to have jobs. I want them to have a living standard higher 
than any place in the world. It is not too high at the best. But I 
think that we are blithely making trade agreements, it all hinges on 
that. 

I want to say I have voted against it every time it came up because it 
didn’t provide for reciprocation—if I understand that word, that is 
giving and getting of something about the same as you give. | am for 
that. In fact, the fellow that invented it, 1 think, was a fellow from 
Mr. Bow’s district. His name was William McKinley. If it hadn’t 
been for him, we wouldn’t have a lot of plants in this country today 
that are making all the way from tinplate up. It is preserving for 
Americans a fair, decent standard of wages. 

And of course I know the other side that didn’t have any manufac- 
turing then and didn’t believe in it. But down south of the line, they 
are beginning to believe in it and realize their plants can’t operate 
without something to hold the balance between costs and their prices. 

Now, a company today—you know and I know that every company, 
to make a dollar now, has to make $2, and then $1.05 of that goes to the 
Government, and he keeps 95 cents for himself. A tax on a corpora- 
tion will take care of that much. 

On top of that he has, of course, to pay as high as 50 or 60 or 70 
percent on what he has left, his personal income tax. 

And that is right—I know it 1s inflation, and I know it is here, and 
I know it has to be handled with extreme care, or one of these mornings 
we won't have 64 million American people on the payroll, we won’t 
have all the people in my town in business—and it has been a godsend 
because it is a great agricultural district, probably twelve or thirteen 
hundred farmers. Those farm boys come in to work every morning in 
those industries in the town, about 7,000 people. But it is multiplied 
a thousand times in the United States. And it just seems to me that 
that is more important than getting an occasional order over in Europe 
or some stuff for a small-business man, if we are working to protect the 
little shop here in the United States to keep in business, I think it is 
more important than that, because in the first place, he has got—his 
goods are too high-priced in most cases to get into Europe, unless it is 
some kind of a gadget that attracts their attention and is not made over 
there. But when it gets into the round of production, it is uphill now 
for the Americans, and the quicker peace comes and the more people 
are working over there, the quicker the bite is coming on the American 
manufacturer. And of course, when he does not have orders, these 
boys won’t be on the payroll, because it is not like the CCC that buys 
its stuff and fills your ships with it, and stores it at a million dollars a 
day cost for agricultural products. These products will stop, they will 
be held in the raw material. And many of these boys that are working 
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will be back on the farm overproducing. It is just terrible to contem- 
plate. But you might as well realize it, it is there. 

And if I were the Secretar y of Commerce, I would be looking to see 
what I could do to protect the commerce of the United States fir st at its 
home. It is the greatest market in the world, and I would be looking 
for ways to preserve that market first. 

Mr. McCretian. Mr. Clevenger, I recognize the importance of 
protecting the American businessman of whatever category against 
unfair competition from abroad. 

But I should point out again two things: In the first place, the Amer- 
ican business and industry welcomes free competition provided it is 
fair asa principle, and it would not seem quite appropriate to stop that 
policy once we have achieved the equity and the fairness and eliminated 
unfair competition of the order you have mentioned. 

Mr. Cirvencer. I did not say anything about the fair competition. 

Mr. McCcrettian. Then we have to look in the Department of Com- 
merce toward these responsibilities. Today we are exporting far more 
than we are importing in the channels of normal trade. 

Mr. CLEVENGER. Sure. 

Mr. McCreiian. Secondly, our economy 

Mr. Cievencer. A prostrate world is getting up off the ground. 

Mr. McCietian. Secondly, our exports today approximate $14 bil- 
lion as of last year, which means th: about 10 percent of the movable 
goods in this country went overseas. But 40 million acres of land 
produced for overseas markets, and “the families of between 314 and 
4 million men, they and their families looked to foreign trade for their 
livelihood, 

Now, in order to protect the interests of these people, it seems 
apparent to me—and I think it is recognized in the bipartisan policy 
that the United States has adopted—that we develop increasingly in 
an orderly fashion two-way trade, straining out the unfair factors 
that might injure American business. 

Now, that is the purpose, and the effect we give it depends on our 
competence, about how well we are qualified to do the job by sound 
management and good budget planning. And that is the whole pur- 
pose of this presentation before you today. 

Mr. Cievencer. One-fourth of the American exports never cross 
the seas, they cross the Canadian border right here where living and 
working standards are comparable to our own. I don’t know how 
much went to Mexico, but I think we had better remember the acres 
of diamonds that are right here in our own backyard, and see to it that 
we get more like an exchange we have with Canada. 

Mr. McCieiian. Yes; Lagree. 

Mr. Cievencer. And no doubt with Mexico; I do not know how that 
stands, but let us not follow off will-o-the wisp. If we want to run 
into the stiffest competition in the world for it, and when we do that, 
we lose what we have got here at home. 

Mr. McCretian. I think we all agree with you in Commerce, Mr. 
Clevenger, that it is not a sound thing to sacrifice American business 
merely in the interests of getting an order overseas, but rather to work 
objectively toward an orderly development of trade of mutual bene- 
fit to all the countries concerned, including the United States. 

Mr. Crievencer. I do not want to bother you with history, but I 
went over with the Herter committee before the formation of the 
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Marshall plan. And if you think that we have ever had any satistics, 
I want to tell you what we found out. We found out that they had 
no information at all in the capital of the United States about the 
conditions in Europe, they had never made any inquiry, because be- 
fore we went, we went down to find out from the Secretary of State 
what he wanted us to find out. It was at the time of the 80th Congress, 
which was the worst Congress we ever had, according to the then Presi- 
dent. At that time we found out that they did not have any. 

Well, we had promised right and left to send 400,000 tons of feed 
grains to little countries like Norway, Denmark, Holland, and the rest 
of them. And when we got over there, we had a questionnaire that 
the committee itself prepared at the request of the Secretary of State 
that asked these questions. And it didn’t surprise us, because most of 
us that were practical and in business expected it. 

There were more cattle there than there ever has been in the his- 
tory of the world, in those European countries. It is perfectly rea- 
sonable to find out why, because they were something solid, something 
they could put their hands on. 

I remember when I went into Denmark, the first country—and that 
was in 1947—we had a drought out in the West that cut the corn crop 

L billion bushels hay, from the time I started, went up from $10 
a ton to $25 a ton, by the time I got there. And I had a letter from 
my own farm, from my brother in my pocket, telling me these things. 
And I told them these grains weren’t there. They had been getting 
them from Poland, but Poland had a drought, the greatest drought 
of the century, and yet nobody in our State Department—I asked them 
if they had been apprised by our Government of that great drought, 
and they said “No.” I asked that in Oslo, and then did the same 
thing in Copenhagen, asking them in their embassies if Washington 
had told them of this drought, and they said, “Yes.” And we had 
ulready discounted it. 

I said to them, “These cattle ought to be slaughtered and turned 
into food because they will just proceed to get thinner.” I found they 
had already explored that. They got 20,000 tons of cold storage from 
England. I said, *Make sausage of them, dr y them, anything to keep 
them from spoiling.” 

But here is what cur State Department, and we had agricultural 
attachés over there, and they hadn't heard about the drought—if the 
Saviour Himself wasn’t looking after our country Himself—I sup- 
pose because of our soft-heartedness, and looking after everybody, we 
heard from on high—I don’t know what would have happened to this 
country, because we had no figures. And I doubt if the State Depart- 
ment could give you any figures now, because they do not have the 
machiner y to get them. 

[ hope you can set up something if you get the figures, and I hope 
you can work out an intere -hange of personnel if you are agreeable, 
and that you can do the job, because it needs doing, it needs it much 
worse than we needed that dumping of thousands of tons of cutglass 
that was made in Czechoslovakia and dumped here, and the price of 
plain, without ever going to the public store to have it appraised, put 
out practically all of the table cutglass workers in my State wad in 
Pennsylvania and in western New York where they worked. 
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Those things can happen and they can happen quick. And men 
will go on the streets looking for jobs like these glassmakers did. 

And if I were a Secretary of Commerce, I would be finding out 
where this stuff is likely to come from, because they don’t have free 
trade in Europe, they have got tariffs high against each other. 

Most of our stuff is duty free—I guess two-thirds of it comes in 
without any duty. Well, we are the only country in the world that 
allows it. I am all for it; that is, coffee and things like that that we 
can use. We don’t need to take all of their manufactured goods. 
That isall. I apologize to you for taking the time. 

Mr. McCie.ian. Well, thank you very much. 
Mr. Preston. Mr. Bow? 


EMBARGOES OF FOREIGN NATIONS ON AMERICAN GOODS 


Mr. Bow. Mr. Secretary, what is the present situation so far as 
embargoes in foreign nations on shipments of American goods abroad 
is concerned ? 

Mr. McCuietian. We have a complete embargo on everything, of 
course, to Red China—— 

Mr. Bow. I don’t mean embargoes behind the Iron Curtain. I 
mean the friendly nations that have embargoes against our shipping 
goods. 

Mr. McCie.xian. Our shipping goods to them ? 

Mr. Bow. Yes. 

Mr. McCieitian. Well, there are some items which are limited out- 
right. 

Mr. Bow. Are we making any progress in having them removed ? 

Mr. McCrietian. Yes, we are. 

Mr. Bow. What progress have we made? 

Mr. McCietian. Well, in the last few years—I can give you the 
years on that in a minute, I think—60 percent of the quota dollar 
limitations with 14 of the European countries have been removed, 60 
percent of the dollar restriction quotas on 14 European countries have 
been eliminated. There have been other adjustments made, downward 
adjustments, in the restrictions of American goods shipped as a result 
of tariff reductions, in addition. 

The specifics on that have been pulled together in our Department 
in our studies of the negotiations. 

Mr. Bow. Several years ago—I don’t recall just when it was—in 
these hearings I asked the Department to furnish us a list by countries 
of embargoes against the importation of goods from this country. 
{ wish we could have that again this year, showing what countries 
have embargoes against importation. 

Mr. McCretian. I think we could get a comprehensive report on 
that. I should like to ask Mr. Simpson, Director of our Economic 
Section, to report on that. 

Mr. Simpson. I remember that request that you asked for. It was 
my lot to slave over it. 

Mr. Bow. It was not classified, it is a matter of record. 

Mr. Sravson. I welcome this opportunity, if I may, to explain about 
that point. 

When you undertake to make a systematic canvass of all embar- 
goes—you probably yourself were surprised to find that what we sent 
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back for the record was quite limited. There is a reason for that 
which I welcome this chance to tell you about directly, 

Very, very few countries you will find, even when you go into it 
item by item, have an open embargo as such against American goods. 
You will find a few cases. But typically speaking, the problem is not 
of a country saying, “We will take no American monkey wrenches.” 
Rather it is a case of quotas which specify an upper limit on how 
much they will take as distinct from allowing the market to deter- 
mine how much they take. 

Mr. Horan. I would like to show this to Mr. Simpson. 

Mr. Bow. I think he knows, 

You prepared that one 3 years ago. 

Mr. Horan. That is a complete list as furnished to us. 

Mr. Bow. Is that correct? You prepared it or your office pre- 
pared it? 

Mr. Stmpson. I don’t recall that we dealt with agricultural products. 

Mr. Bow. I am talking about generally. ) 

Mr. Horan. I just wanted you to see what we have already on the 
record regarding agriculture. 

Mr. Bow. That is what I had in mind. We had that, and I noticed 
in that list that we had—lI think it was 3 years ago—I found many 
important things manufactured in my own district that we were not 
able to ship to certain countries. And I wish that we could have 
that again this year to show what progress is being made, not only 
on embargoes, but also on import. licenses, and relaxation of import 
licenses that we have talked about in the hearings prior to this time. 

Mr. Srmpson. Yes, sir. 

Mr. Bow. Would you prepare this and submit it for the record ? 

Mr. McCievian. Yes. And that letter, I think you will find much 
more important for your quotas. 

Mr. Bow. And something about the progress that is being made in 
cutting down these lists. 

Mr. McCiecian. We will send it in, Mr. Bow. 

(The following statement was subsequently supplied :) 


RESTRICTIONS ON IMPORTS FROM THE UNITED STATES 


The most important single impediment to United States exports during the 
postwar period has been widespread shortage of dollars abroad. Many coun- 
tries have consequently imposed some form of licensing restrictions on imports 
to protect their monetary reserves. In most cases such import and/or exchange 
controls have been designed to insure that the country’s limited supply of dollars 
is used to obtain those items which are most essential to the country’s economy 
and which are not otherwise available. 

The United States Government has consistently pressed for the removal of 
these restrictions as rapidly as improvements in the financial positions of indi- 
vidual countries have permitted. Considerable progress in relaxing or removing 
these restrictions has been made in recent years and this progress is summarized 
in a previous submission which appears in the committee’s record at page 145 
of the transcript of hearings before the Subcommittee on the Department of 
State and Justice and the Judiciary and related agencies appropriations (Janu- 
ary 11, 1956). 

Despite the progress to date, considerable further progress will be required 
before these restrictions disappear. Numerous countries still find it necessary to 
limit imports for financial reasons through import or exchange restrictions, even 
though in practically all cases a greater or less degree of liberalization of these 
restrictions has been made. 

The effect of these restrictions on imports of individual items from the 
United States varies from country to country and from time to time, depending 
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upon changes in the financial position of the countries concerned, in their in- 
ternal market requirements, and in the availability of needed products from 
various sources. Typically, these restrictions do not take the form of absolute 
prohibitions of individual products. Rather the regulation of imports of indi- 
vidual items is administered through the approval or disapproval of individual 
import licenses for the products concerned. As a result very few items are 
absolutely prohibited, but imports of numerous items are limited to a level con- 
siderably lower than they would be expected to reach in the absence of such 
restrictions. 

An indication of the effect of the present licensing restrictions may be obtained 
from the following list. This list indicates, for countries which are major 
United States export markets, and are still employing restrictions for financial 
reasons, some of the more important United States export products, imports 
of which are prohibited or sharply limited by such controls. 


Country Commodity 


Brazil Consumer goods, including textiles, leather goods, toiletries, furniture, electrica 
apt lianees, assembled automobiles, foodstuffs (except wheat and canned and 
powdered milk). 

Colombia Certain agricultural products. 

Certain leather products. 

Large size assembled automobiles 

Most sizes of rubber tires for vehicles. 
Certain textiles and textile manufactures 
Certain paper products. 

Certain soaps 

France heise Consumer goods, including certain fresh fruits, raisins, typewriters, radio 
receiving sets, vacuum cleaners, photographic equipment and supplies, 
mechanical pencils, and fountain pens 

Italy Most consumer goods and appliances including automobiles, tires, and tubes 

United Kingdom Most consumer goods, including typewriters, canned fruit and fresh citrus fruit 

Small tractors. 
Certain types of metal cutting tools. 
Certain types of hand tools 
India Assembled automobiles, 
Certain textile machinery. 
Dairy, poultry, and farming appliances 
Optical and other lenses. 
| Sheet and plate glass. 
| Flectrie bulbs. 
Cigars and cigarettes 
Belt dressing and preservatives. 
Coal tar dyes. 
Japan Most consumer goods 
Philippines Certain agriculture products 
Assembled passenger cars. 
| Most toys and games, 
Television receiving sets and radio-phonographs, 
Beer. 
Soap 
Cotton knitting yarns 
Certain parer products, 
Incandescent and fluorescent bulbs. 


TRAVEL PROMOTION PROGRAM 


Mr. Bow. One more thing in this international travel development, 
How much did you spend in your international travel development 
division / 

Mr. McCietxan. $75,000. That is a total, overall amount. 


ROLE OF PRIVATE INDUSTRY IN PROGRAM 


Mr. Bow. Now, can you tell the committee how much has been 
spent in international travel development by private enterprise in this 
country in the last year ? 

Mr. McCretian. No,sir. That isa fabulous figure. 

Mr. Schnellbacher, could you speak to that ? 

This is Mr. Schnellbacher, Director of the Office of Intelligence and 
Services in the Department of Commerce. 
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Mr. Bow. You say that is a fabulous figure. They have done a 
pretty outstanding job in private enterprise in the development of 
the international travel program, and they are continuing to do it. 
Now, will you explain to me, with that great development. of travel, 
private enterprise, with their development of the whetting of the ap- 
petities of people to go abroad, why we need an increase in this division 
of the Department of Commerce ? 

Mr. McCie.tian. Let me speak to that first, and then Mr. Schnell- 
bacher can pick it up. 

[ would like to report to you, Mr. Bow, that last week I appeared in 
New York with 200 representatives of several E uropean countries, a 
number of them, and some from the United States, in the European 
Travel Commission. That is an organization which, incidentally, had 
its birth as a result of the man in charge of travel development in the 
Department of Commerce some years ago—I believe it was Dr. 
Wilkinson. 

Further than that, similar organizations for travel promotion were 
ee together as a result of the kind of work we are talking about 
ight now inthe Department of Commerce. And in my address before 
thi 1is European Travel Commission—they have an annual budget of, 
[ believe, about $250,000—TI reported to them that it is not the purpose 
of the United States Government to do their job for them, but rather 
to cooperate with them and see that they could do the maximum for 

the “ ‘Ives in the development of travel. 

ow, I think that the amount we are occupied with here, $75,000, 
we working with all the countries, all the various countries around the 
world—not just Europe, but with American business and industry in 
the further expansion of travel, not only to other countries—it is cer- 
tainly a worthwhile project, particularly in the light of the small 
budget requested. 


DUTIES OF PERSONNEL STAFF 


Mr. Bow. You have asked for an increase of eight people. 

Mr. McCrettan. We are asking for eight people, but it is not really 
an increase. It isa decrease from what was spent by Government last 
vear. The difference is that last vear the ICA was given $130,000 for 
travel promotion, and they gave us $30,000 of that toward the end of 
the year to finish out the year. And we have cut that figure from 
$130,000 to $75,000 because we think we can do it with that by use of 
other Department men and women in our organization. And we are 
asking for eight people for the job. 

Mr. Bow. What will those eight people do? 

Mr. McCrietnan. Well, they will carry out a number of different 
functions. I think, Mr. Schnellbacher, you might speak to that. 

Mr. Scunetipactier. First, let me say that the personnel services 
of this $75,000 is in the amount of $45,000 for salaries of people. In- 
cluded in this figure is the dues of the United States International 
Union of Travel Organizations, of which some 23 nations now meet 
once a year and maintain an executive organization. 

Mr. Bow. What are our dues in that ? 

Mr. ScHnetipacuer. It would be roughly about $2,600, I think, this 
year. And then we also maintain membership in the Pacific Area 
Travel Association, which is the whole Pacific area, That figure is 
something around $1,000, I think, or $600. 
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An item of $10,000 is allocated for the collection of statistics of 
people whom they send abroad, and so on. 

You are familiar, when you get off the boat you are given a little 
form which is used for the collection of balance-of- payments figures 
and the total expenditures of Americans abroad, in order to get some 
estimate of the amount of travel that is done, and the money spent. 
One person is partly concerned with the international conferences in 
the field of travel. That would be participation in the International 
Union meeting and executive committee meeting on the collection of 
international statistics showing the development of travel between 
the countries of the world. 

Incidentally, at the last meeting, Russia, Poland became members of 
the International Union and have announced the establishment of 
direct connections with private travel agencies in some of the countries 
of the world for the promotion of travel to and from the Soviet. 

The idea of maintaining a central clearinghouse for problems oc- 
cupies the time of one person. There are constant problems raised by 
the industry in connection with matter of visas, travel formalities, 
frontier formalities, and so on. 

For example, at the request of the industry, and largely with their 
information, we participated in the negotiation of the United Nations 
toward facilitating the easy movement of the automobile in and out 
of foreign countries, the reduction of frontier formalities, and so on. 

Those agreements are certainly being ratified by the United States 
as well as by the other participating countries. 

We have: participated in the agreements with other republics in 
a vast area in which there are a ‘great number of travel difficulties 
for people who travel back and forth. 

These are all jobs which the industry brings to us as a central 
place in Government for helping them resolve their problems, which, 
in turn, relate to the problems of the individual tourist with which 
he asks the shipping company, the transportation company, and the 
travel agent to help him. 


PRIMARY PURPOSE OF PROGRAM 


Mr. Bow. In other words, as I understand it, rather than being 
out just drumming up business for the international travel, you are 
making it easy for the American traveler to travel abroad ; is that 
correct ? 

Mr. Scunetipacuer. Right. And for the industry itself to increase 
its own facilities. 

Mr. Bow. Thank you very much. That clears up some of the ques- 
tions in my mind. 


TELEVISION PROGRAM CONCERNING MANUFACTURE OF JAPANESE GOODS 


Mr. Secretary, I wonder whether you have had brought to your 
attention, or if you saw yester day—this i is the first I have seen it—a 
television program put on by the Japanese on their own industry. 

Mr. McCuetxan. I haven’t seen that. 

Mr. Bow. I would call it to your attention. I understand it is a 
weekly show. I saw it for the first time yesterday. It was a 15- 
minute program put on by the Japanese. And this particular pro- 

‘am showed the manufacture of Nortake chinaware in Japan and 
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their modern methods—it was quite a buildup, it was quite a propa- 
ganda show, and it also had propaganda in it as to why we should 
increase trade with Japan. And I think they did a pretty good 
job of it. Now, they are entering into the field of selling their goods 
with good will in this country by television. I think it is rather an 
inter esting thing, and I believe you people ought to take a look at it. 

I think it is about 1: 15 on Sund: ay afternoon. It isa very important 
program. 

Mr. McCretxian. I will be very glad to watch for it. I will be 
interested in seeing that for my self. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Preston. Mr. Horan? 


GEOGRAPHICAL LOCATION OF EMPLOYEES 


Mr. Horan. I think Mr. Macy ought to answer the questions I 
have. 

I notice that the average number of all positions for the next year 

s 298. 

Mr. McCretian. Mr. Macy will speak to that. 

Mr. Macy. That is correct, sir. 

Mr. Horan. Of those, how many are stationed abroad ? 

Mr. Macy. Absolutely none are stationed abroad, they are alk 
stationed within the United States. 


ANTICIPATED RESULTS OF PERSONNEL EXCHANGE PROGRAM AND IMPROVED 
COORDINATION WITH STATE DEPARTMENT 


Mr. Horan. Then those who are working for the Bureau of For- 
eign Service who are abroad and presumably collecting information 
for us are all paid by the State Department ? 

Mr. Macy. Yes, sir. The Department of Commerce people, a 
number of which we hope will be increasing over this year, if they 
go abroad on a permanent basis on a 2-year basis, will be on the 
payroll of the State Department. 

Mr. Horan. On the payroll of the State Department ? 

Mr. Macy. That is right. 

Mr. Horan. Will they report to the State Department with all this 
information they are supposed to get ? 

Mr. Macy. That is correct, sir, throught the State Department. 

Mr. Horan. Then the State Department may or may not report 
to you? 

Mr. Macy. The State Department will pass it on to us as they do 
from other posts. 

Mr. McCietian. That is in our agreement. 

Mr. Horan. And I know, but Mr. Brannan and Mr. Acheson, had 
an agreement 6 years ago, ‘and we have knowledge that there were 
occasions when information was very difficult to get out of the State 
Department. And by the time it did reach the farmers of the Nation, 
it was like reading yesterday’s new spaper. We feel that much of this 
matter of foreign. trade is—and it is tremendously important—much 
of it is a matter of days and weeks, the opportunity is just that quick 
in the matter of getting the information to the American business- 
man. And I think del ays of organizational setup could destroy the 











034 


possibility of an American businessman availing himself of an 
opportunity for foreign trade. 

Mr. McCietian. I wholeheartedly agree with you in that. And I 
predict that we will have little if any difficulty in getting prompt 
reporting as this service we are t: king about deve ‘lops. I am posi- 
tive that we have a clear meeting of minds with the State Department 
as to the need of prompt reporting of the order that we need. And 
I am sure we are going to have it under this plan. 

Mr. Horan. Why shouldn't it come directly to you? 

Mr. McCietian. It will, but it comes through the channels, and 
we get information simultaneously with State in terms of their report. 

But it contemplates the use by our De ‘partment and the State De- 
partment together. It isn’t limited to the State Department nor is it 
limited to us. 

Mr. Horan. Now do I understand that this foreign agent will make 
two reports so that you can get them simultaneously / 

Mr. McCieiian. No, sir. The report comes through channels of 
State Departinent reporting, and comes directly to us by messenger 
today. 

Mr. Horan. Mr. Chairman, this is a very serious matter. Definitely, 
we, as Members of Congress, are out to see that the United States 
participates in foreign trade. 

You know of some of the difficulties, and they are many—and they 
change almost as often as Washington, D. C., weather. And of course, 
our employees have to be alert, and they have to be working for the 
Commerce Department. 

I have been disturbed in the past to see a man leave Commerce or 
Agriculture and go to work for the State Department, and the only 
incentive to him then is to become a minister or possibly an ambassa- 
dor. His interest in American business is diluted thereby. And I 
feel that we have got to make sure that those who are supposed to be 
serving the Department of Commerce in foreign fields do have Ameri- 
can business at heart. And I for one, Mr. Chairman, would like 
to have this Bureau report to us if the things we hope for don’t 
materialize. 

I want to help you if I can in providing that service to American 
business. 


DEVELOPMENT OF COMPETENCE OF CAREER PEOPLE IN ECONOMIC REPORTING 
FIELD 


Mr. McCietian. May I add to this, Mr. Congressman, a point that 
maybe I didn’t develop fully in the first minutes. 

I did mention that in this exchange of personnel program we hope 
to develop great competence in the career people in the State Depart- 
ment and the career people in the Department of Commerce. And 
this element in addition. It is our joint purpose in the State Depart- 
ment and in Commerce to evaluate the standard of man and his 
status in the economic reporting field in both Departments. 

Mr. Horan. I want it very badly. 

Mr. McCrietian. And, secondly—and the only way to do that is 
raise your level of competence and service performed. It isn’t enough 
to just pick a man and say, “You are a bigger man.” We are looking 
to the development of competence and service that come from the man 
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There is one other thing. In this reassignment program we deliver 
over to the Department of State a man we jointly approve for this 
commerce, this foreign commerce and promotional reporting, and he 
goes for a 2-year assignment. At the end of that time he comes back 
to the Department of Commerce, and he has then the status of an 
economic official, that is, he goes to the Department of State and he 
works for the Department of State, he is aie their line of authority, 
and he is paid by them, but he reports to both of us, and he doesn’t 
lose his status as a man concerned long range with the problems of 
the development of trade and foreign investment. So that it is a fully 
integrated plan, but it is not one which merely has the pretense of 
greater competence and still separate the entrants. It is one which 
has the joint purpose of good foreign service and good commerce re- 
porting, and to the service of both ‘the Department of State and De- 
partment of Commerce, and the development of trade. And I think 
that we have anticipated the very problem you raise. And I think that 
the pattern which we have proposed here is one which will meet it 
adequately. 

And we have been very happy to give you a progress report. And 
IT am sure that when we come before you next year to tell you how 
we got along with it 

Mr. Horan. It may be that this subcommittee might show interest 
enough in this matter to go abroad and talk to some of these people 
who are supposed to be dedicated to the interests of our commerce and 
competitive American business in foreign countries. 

I will say this: I saw a tremendous difference in the dedication of 
various people attached to the Embassies and attached to the con- 
sulates, presumably working on economic affairs. I saw that some 
were just topnotch, and I saw that some we would be better off with- 
out, if they had never left Harvard or Stanford, as they had no con- 
ception of what business was. And yet they were Commerce attachés, 
attached to our Embassies. I tried to talk to some of them, and I 
might as well have talked to a snowman, because they had no concern 
whatever about the life and the wholesome health of American busi- 
ness. And yet American business, through taxes, was paying them 
salaries and giving them, I think, some of them, an awful nice trip 
abroad. And some of them are probably still there. You can’t reach 
them. 

I know that Charley Brannan tried to keep the appointment of a 
certain attaché, agricultural attaché, a post in Europe, and he was 
overruled. And if you are going to clean this thing up, you ought 
to be given the tools, and you ought to — them in your hands, not 
in the hands of the Secretary of ‘State. I don’t say that in criticism 
of anybody, but we are trying to have a Bureau that can serve Amer- 
ican business. 

Mr. McCrietian. We can report that. T have great hope that our 
pattern has developed between the two Departments so that it will 
meet the problems that you raise, I would say at the outset that not 
only do we plan the joint selection of competent people, but we have 
already fired the first one—I don’t mean discharged him, sent him 
overseas, we just recently sent him to Tokyo, Mr. “Paul Pauley, who 
has spent years in the Department of Commerce. He is the first man 
in this new program where we jointly choose a man with a com- 
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petence that is described in our thinking and our plan here. And it 
is evidence to me of the good faith that both Departments have 
joined. 

Mr. Horan. We are going to hold the Secretary of Commerce re- 
sponsible for the health of American business. He is entitled to the 
full command of every bit of manpower supposed to serve his pur- 
poses. And I mean that sincerely. And it does not mean—I think it 
would improve the development of our Embassies and the attitude 
toward Americans abroad, because they would be serious. I can tell 
you very plainly that you find that attitude in some other nations, 
they are out to support and fight for their countries in foreign trade. 
Under no circumstances would I want to see the agricultural attachés 
in the condition I found them in in 1945, 1947, 1950 and 1953. I think 
we are building a healthy service now that through the years in the 
future is going to pay off for the good of American agriculture, at 
least, and also, I think, raise the stature and respect of other coun- 
tries for the United States of America. 

That is all, Mr. Chairman. 


BREAKDOWN OF APPROPRIATION REQUEST FOR EXCHANGE OF PERSONNEL 
WITH DEPARTMENT OF STATE 


Mr. Preston. I am not sure that the record is complete enough 
on one thing. And I don’t want to stretch this out, because we do 
want to hear a portion of census this afternoon. 

This $125,000 you are asking for in connection with this program 
you have been discussing, how is that to be spent? 

Mr. McCuetxian. The $125,000 is to be spent in these ways: It in- 
cludes—actually, 20 people, 10 of whom will go into the economic sec- 
tion of the Bureau of Foreign Commerce, and 10 of whom will go into 
the Division of the Office of Intelligence and Services. To make clear 
what they do, one of these assembles the data, the information they are 
reporting, economic information, and all of the information that we 
get in order to serve business and industry. 

And that means the analyses, as well as the pulling together, of 
everything that is needed in the way of information. That is the 
Economics Section. In the Services Section, we take that information 
and deal with it in the service of industry and business for the purpose 
of developing trade. That is 20 people. 

Now, included also in the function of these additions is the service 
of training 20 people who are brought over from the State Depart- 
ment in this exchange plan. As has already been stated here, there 
is need for increasing the competence of every economic officer, 
whether he is a Commerce attaché or what. But between those two 
jobs this money is to be spent. 

Mr. Preston. How much is for training? 

Mr. McCievian. We haven't broken that down precisely, because 
that is impossible. The bulk of it obviously will be in the strengthen- 
ing of the two jobs in terms of assimilation and digestion 

Mr. Preston. There is nothing in here for export control. The 
Congress is to first act on the request for extension of it? 

Mr. McCretxan. That is right. 

Mr. Presron. If there is nothing else, we will close this. Thank 
you, Mr. Secretary. 
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Mr. McCrie.tian. Thank you for your courtesy to us. I certainly 
hope you will give this request your favorable consideration. 


STATEMENT oF ASSISTANT SECRETARY FOR Domestic AFFAIRS 


Mr. Preston. The next group of items we will take up is under the 
jurisdiction of the Assistant Secretary for Domestic Affairs. Since 
Secretary Mueller could not be with us until tomorrow, we will insert 
his prepared statement in the record at this point, and tomorrow, when 
he appears, we will ask him to brief it for us. 

(Statement of Assistant Secretary Frederick H. Mueller is as 
follows :) 


Mr. Chairman and gentlemen of this committee, this is my first appearance 
before you, and I want first to say that I appreciate this opportunity to speak 
in behalf of the programs planned for the Office of Business Economics, the 
Business and Defense Services Administration, and the Bureau of the Census. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Much progress has been made to advance the purpose of the Business and 
Defense Services Administration. This Administration was established in 
October 1953 and in a little more than 2 years it is well organized to provide a 
focal point for the effective cooperation of Government and business. In co- 
operation with business, it is responsible for industrial mobilization and other 
national defense responsibilities. 

I believe that the appropriation request for Business and Defense Services 
Administration for fiscal year 1957, in the amount of $7,500,000, represents mini- 
mum requirements for the discharge of responsibilities relating to defense and 
other services to business. 

The level of operation is based on a continuation of all activities in 1957 at 
the same rate as 1956 with the exception of increases for construction statistics 
program, technical information services and area economic development services. 

The 25 industry divisions of BDSA are engaged in servicing business of all 
sizes. The factual information compiled and disseminated to business by these 
divisions is essential for the advancement of sound economic planning by busi- 
ness. Further and of significant importance, are the defense activities of the 
25 divisions cooperating with American business to bring about defense planning 
on a continuing basis. 

The requested increase to expand the construction statistics program was 
subjected to a careful review by the Department prior to submission to the 
Congress. The review indicated that there existed an urgent need for more 
adequate information, especially in these areas: private nonresidential and 
State and local public construction, public utility, alterations and repairs and 
material use. Further, the review strongly indicated that this program would 
not be duplicated in any other branch of the Government and that acquired 
data would represent essential information not presently available to Govern- 
ment and business. 

The area economic development services of the Department should be ex- 
panded, to assist communities which face declining job opportunities and in- 
dustrial dislocation. 

This office assists State and local groups in working toward new employment 
opportunities. The proposed expanded program places major emphasis upon 
direct field contact with communities. In addition, technical information cover- 
ing every phase of community economic development will be further expanded to 
aid communities with a surplus of labor. 

In the Office of Technical Information Services we have the Commodity 
Standards Division which assists industry to develop new and revised simplified 
practice recommendations and new and revised commercial standards on many 
subjects. Included also is the Technology Division which serves as a clearing- 
house for technical, scientific, and engineering information emanating from 
Government or Government-sponsored research. The third function is the Na- 
tional Inventors Council. Recognizing the importance of invention to national 
defense, the Council has informed the Secretary that the present level of effort 
does not respond to the national need. Thus a strengthening of the Council 
functions is requested in our appropriation for fiscal year 1957. 
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The Trade Association Division, also a part of the Office of Technical Infor- 
mation, serves as the Federal Government’s center of information for 12,000 
nonprofit organizations which represent over 4 million business establishments 

Marketing and Distribution Services serves as a focal point within the Depart- 
ment of Commerce for industries engaged in marketing and distribution services. 
It accomplishes this program for business by a widespread dissemination of 
information on market research and development, marketing operations and 
distribution costs. Specifically, it issues monthly the Distribution Data Guide, 
which lists basic Government and nongovernment materials of significant inter- 
est in the field of distribution. 

The field programs of the business areas of the Department are executed by 
the 33 field offices located throughout the Nation. These offices are organized to 
aid the business community on all matters relating to foreign and domestic 
commerce. The principal function of these offices is to serve as miniature 
Departments of Commerce by providing the services of the Department on a 
local basis. 

OFFICE OF BUSINESS ECONOMICS 


Many demands from important sources influenced the Department to request an 
increase from $960,000 for the current fiscal year to a $1,200,000 appropriation 
for fiscal year 1957. 

In treating the purposes of the increase here requested for OBE, special anal- 
ysis of the President's budget points out that these improvements have been 
strongly recommended in recent studies of the statistics needed in interpreting 
economic trends and determining economic policy. 

Business inventory information has been found to be of the utmost importance 
in the shaping of public and private business policies, necessary for investment 
plans as well as current buying and production programs. Statistics on business 
plant and equipment expenditure expectations are among the best known indi- 
cators of business conditions and prospects. Improvements in these areas of 
economic intelligence are particularly important at this time. 

For example, the 1955 Report on Economic Statistics of the Joint Committee on 
the Economic Report stated, “The monthly industry survey of the Office of Busi- 
ness Economics, covering manufacturers’ inventories, shipments, and orders, 
should be strengthened. The sample coverage of the SEC-Commerce data on 
anticipated plant and equipment expenditures should be expanded to fill the 
more significant gaps, and to take care of the constant sample bias by sampling 
new firms at regular intervals.” 

The increase would be applied to getting more facts about (a@) consumers’ 
expenditures for goods and services; (0) manufacturers’ inventories and orders: 
(c) anticipated expenditures by all business for new plant and equipment; and 
(d@) information on the rate at which new businesses are being set up and old 
ones discontinued. 

I submit to the Congress that more detailed and adequate information in re- 
spect to the areas of our economy previously listed is essential if Government 
and business are to know the answers to questions pertinent to the problems 
which must be solved by both Government and business. 

In spite of the fact that data contained in OBE’s monthly Survey of Current 
Business has some deficiencies, the demand for this publication has pushed its 
circulation to the highest point in years. 

Finally, I believe the importance of the work performed by the Office of Busi- 
ness Economics is best expressed in a recent issue of Business Week, a McGraw 
Hill publication, where the following statement was made— 

“Nowadays, more and more businessmen are relying on the kind of * * * 
statistics in the Survey of Current Business”. 

I do believe we have a grave responsibility to Government and business to 
provide the kind of business statistics which allow business forecasting to be 
truly scientific and competent. 


BUREAU OF THE CENSUS 


The Secretary in his opening statement has summarized the various budget 
proposals relating to the Bureau of the Census for fiscal year 1957. I should 
like to mention just a few salient points about these budget items, 
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The budget estimate provides for a census of governments in accordance with 
statutory-authority specifying that such a census be taken for the year 1957. 
This census also has had endorsement by the distinguished group of private 
citizens who at the Secretary’s request undertook an intensive review of all 
Census Bureau programs about 2 years ago. This committee urged that a new 
census of governments be taken at an early date in order to provide vital infor- 
mation that has not been available since 1942. The reports of the President’s 
Commission on Intergovernmental Relations which completed its two years of 
study last June pointed out that the lack of a recent census of governments was 
a serious handicap for sound policy formation with regard to Federal payments 
to State and local governments. 

With respect to the proposal for a national inventory of housing, the primary 
point is that the needs for information of this kind should not wait for data 
from the next census, which will not be available until 1961. The current pro- 
posal, I think, is significantly more useful than the program proposed a year ago. 
The proposal of $150,000 to begin preparation of the next scheduled census of 
business, manufacturers, mineral industries and transportation in 1958 will 
provide for a relatively small but highly essential amount of work that must be 
done before the next census is taken. I am assured that adequate preparation 
will permit even further improvements in timeliness and cost of the next such cen- 
suses. Finally, in the current statistical programs of the Bureau covered by the 
appropriation “Salaries and expenses,” I would like to point out that our backs 
are to the wall insofar as meeting the urgent demands from current statistics 
Within the limits of existing budgets. In connection with the foreign trade 
statistics program we cannot maintain a reasonable schedule of timeliness on 
release of the monthly reports without additional funds to cope with the large 
increase in the number of documents to be handled. The other items, monthly 
estimates of changes in retail inventories, resumption of the county business 
patterns report, and a survey of advance public works planning of State and 
local governments will provide basic economic facts that are not presently avail- 
able and which are considered in many quarters as vital information to help 
assure the proper functioning of our national economy. 


BUREAU OF THE CENSUS 
WITNESSES 


ROBERT W. BURGESS, DIRECTOR, BUREAU OF THE CENSUS 
HOWARD C. GRIEVES, ASSISTANT DIRECTOR 
CONRAD TAEUBER, ASSISTANT DIRECTOR 


MORRIS H. HANSEN, ASSISTANT DIRECTOR FOR STATISTICAL 
STANDARDS 


CHARLES H. ALEXANDER, BUDGET OFFICER 
SumMMarY JUSTIFICATION Data 


Mr. Preston. The first item is the Bureau of the Census and is 
found on page 8 of the committee print and on page 100 of the justifi- 
cations. We will insert in the record pages 104 through 109 of the 
justifications at this time: 

(The pages referred to are as follows :) 
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GENERAL STATEMENT OF THE DIRECTOR 


Mr. Preston. We are glad to have with us Dr. Burgess, who is the 
Director of the Bureau of the Census. 

We will be glad to inquire of you at this time how you want to make 
your statement. 

Mr. Burcess. I have a statement I would like to submit for the 
record, and run over 2 or 3 highlights. 

Mr. Preston. Very well, Doctor. 

(The statement of Director Robert W. Burgess is as follows:) 


sefore reviewing with you the details of next year’s program, I would like 
to call your attention first to the general significance of statistics and second 
to the specific statistics that are the responsibility of the Census Bureau. 

The increasing complexity of American economic activities has resulted in a 
greater use of statistics as a basis for decisions by Government agencies, busi- 
iness concerns, educational and social institutions, and individuals. For ex- 
ample, statistics are used in readjusting the boundaries of cities and school dis- 
tricts, in locating manufacturing plants and stores, in determining advertising 
programs, and in planning the improvement of roads and aviation facilities. 
They are also used extensively in the defense effort. The use of statistics by our 
citizens is an essential characteristic of our way of life, in which our business 
and personal activities are guided by our own free choices rather than by the 
arbitrary decrees of a dictator or a totalitarian regime. Free governments have 
long recognized the obligation to collect and publish objective statistics on their 
population and resources and on the welfare of their citizens. This obligation 
to provide statistics is heightened by the increasing interweaving of our lives and 
the acceleration of transportation and communication. The more complex our 
world becomes, the more we use statistics. 

The fundamental importance of Government statistics is emphasized by the 
separate presentation of a section of the President’s Budget, pages 1159 to 1161, 
summarizing the Federal economic statistical program and by reviews of the 
subiect by the Joint Committee on the Economic Report. Within the Federal 
statistical program, the Census Bureau is assigned responsibility as a general 
purnose statistical ageney. It is especially concerned with large-scale statistical 
enumerations, such as Censuses of Population, Housing, Agriculture, Manufac- 
tures, Mineral Industries, Retail, Wholesale, and Service Trades, and State 
and Local Governments. The Census Bureau also compiles monthly and an- 
nual summaries of the country’s foreign trade, including exports, imports, and 
shipping, as well as compiling annually the Statistical Abstract of the United 
States. In addition to these complete enumerations and large-scale compilations, 
the Bureau carries out national surveys in the fields of employment, manufac- 
turing production and trade, and State and local governments. 

The Census Bureau is not charged directly with the anplication of statistics 
in the performance of administrative functions, except for supplying the Con- 
gress every 10 years with computations derived from the population figures for 
each State, on which congressional apportionment among the States is based. 
However, it should be noted that the Census Bureau does work very closely 
with several bureaus of the Commerce Department. For instance, we assist the 
Business and Defense Services Administration and the Bureau of Foreign Com- 
merce in their tasks of preparing for emergency defense needs, regulating foreign 
commerce and fostering business and industrial activities. The Office of Busi- 
ness Economics uses a great deal of census information in summarizing national 
income and preparing the monthly Survey of Current Business. The Commerce 
Department field offices rely largely on census statistics in answering business- 
men’s requests for information. Census publications and special studies are 
used directly by many other Government agencies, such as the Department of 
Agriculture the Housing and Home Finance Agency, the Office of Education, 
Office of Vital Statistics. and Board of Governors of the Federal Reserve System. 
The Bureau of Labor Statistics, which works closely with the Bureau of the 
Census on many problems, uses census data in laying foundations for certain 
current studies. 
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REPORT OF PROGRESS IN FISCAL 1956 


We have made reasonably satisfactory progress this past year at the Census 
Bureau. 

First, we are completing the 1954 census of agriculture for approximately 
$1 million less than the amount appropriated. The published results are run- 
ning about 8 months ahead of any recent agriculture census—this without any 
adverse effect on the quality or quantity of the results. 

Reports of our business and mineral industries censuses are being published 
more promptly than the corresponding previous censuses. Census of manufac- 
tures reports are now being released at about the same speed as last time, but 
will be completed at a much earlier date. The total cost of these economic 
censuses will be about 35 percent less than it would have been if we had taken 
them with our old methods and eguipment. As you know, we were able to cut 
costs and save time by using electronic computers in place of our previous pro- 
cedures; the records of the Internal Revenue Service in place of census reports 
for a million very small establishments; and the mails in place of field enumer- 
ators 

With the aid of the National Bureau of Standards, we now have a working 
model of an electronic device for transferring information from enumerators’ 
field sheets to the magnetic tape used in operating our Univae system. This 
device, if it can be put into productive use on the 1960 censuses, will eliminate 
substantial amounts of expensive clerical work and speed up the publications. 

We are now making extensive use of simplified reporting forms which are 
called shuttle forms since the same piece of paper goes back and forth between 
the Census Bureau and our business respondents. They are easier to use and 
are more convenient for both business and Government. 

The expansion of the Current Population Survey is progressing satisfactorily. 
By the end of this month we expect to be operating in all the new areas being 
added to the sample. As you know, the expanded sample will not only produce 
more reliable statistics, but will also result in publication of more detailed infor- 
mation on the Nation’s labor force. 

We have also continued to expand the use of scientific sampling not only in 
our survey work, but as a management tool within the Bureau. 

We have installed industrial-type production standards for a number of repe- 
titive jobs. The results so far achieved are helpful, and we plan to continue 
this activity during the coming year. 

Preliminary plans for the 1960 decennial census are under way. We have 
been meeting with important users of population and housing statistics in the 
major cities of the country. I have attended most of these meetings, including 
those in New York, Cleveland, Chicago, Seattle, and San Francisco, and have 
been most impressed with the lively interest shown by the many people attending 
the meetings, some of whom traveled long distances to participate. We expect 
to meet March 28 in Atlanta with a large group of users. Every effort is being 
made to be sure that the programs are being directed to meet the greatest needs. 

I am pleased to tell you that two of the Bureau’s staff received outstanding 
recognition during the past year. Mr. Morris Hansen, whom you know, and 
who is with us this morning, was elected to membership in the International 
Statistics Institute. He is one of the very few Federal employees or officials 
ever to have received this distinguished honor. Mr. Julius Shiskin, who was 
responsible for a new method of application of electronic computers to seasonal 
adjustment work, received a Rockefeller public service award for work along 
these lines. 

So much for the past year. 


HIGHLIGHTS OF 1957 PLANS 


The budget estimates for next year provide for continuing our regular current 
programs, described under “Salaries and expenses” on approximately the same 
level as in 1956. Provision is made for improving the quality and coverage on 
some of these programs, which I will be happy to discuss with you in detail. 

We are requesting $2,100,000 to provide for collecting, compiling, and publish- 
ing the 1957 census of State and local governments in the fiscal years 1957-59. 
This census has been taken in each decade since 1850, the last such census re- 
lating to the year 1942. As provided by law, this census covers information on 
taxes and tax valuation, receipts, expenditures, indebtedness, and employees of 
States, counties, cities, and other governmental units. 
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Provision is also made in the estimates for $1,800,000 for a national housing 
inventory to be taken as of October 1956, which will provide the first measurement 
of the Nation’s housing supply and its changes since the 1950 census. Since that 
time information has not been assembled on the number of housing units aban- 


doned, demolished, divided, or merged with other units, or converted to business 
or other nonresidential use. 


We are also asking for $150,000 for preparatory work for the censuses of 
business, transportation, manufactures, and mineral industries, scheduled by 
law to be taken covering the calendar year 1958. I cannot overemphasize the 
importance of preparatory funds for major censuses of this type. 

Although our new methods and equipment provided a more efficient and eco- 
nomical operation than in previous censuses, we will still not be able to complete 
the economic censuses of 1954 (manufactures, business, and mineral industries) 
with the funds appropriated for this purpose. We submitted last year an esti- 
mate to complete these censuses in the amount of $4,655,000 of which $4 million 
was appropriated. It has now become clear that the work as originally planned 
and as developed to meet the needs of Congress and the public could not possibly 
be completed on a sound statistical basis for the $4 million already appropriated. 
As a matter of fact, we find that we will need slightly more than we originally 
requested. 


We are, therefore, requesting that $900,000 of the $1 million available from 
the “Census of agriculture” appropriation be transferred for the completion of 
these censuses. If this transfer is approved, the total cost of the economic cen- 
suses will be $13,820,000 as against some $21,600,000 which our estimates show 
they would have cost if we had used our old methods and equipment. 

I hope that, in review of the request for 1957, it will be borne in mind: (1) 
that there is a great need now for improving the Federal statistical program ; 
and (2, chat the most pressing needs can be met with moderate increases in 
dollar expenditures. 

Mr. Burgess. I have discussed in the statement several somewhat 
general matters, and I want to call attention first to the general sig- 
nificance of statistics, and second to the specific statistics that are the 
responsibility of the Census Bureau. 


GENERAL SIGNIFICANCE OF STATISTICS 


The increasing complexity of American economic activities has re- 
sulted in a greater use of statistics as a basis for decisions by Gov- 
ernment agencies, business concerns, educational and social institu- 
tions, and individuals. 

They need them and use them in various types of problems. I was 
recently talking with one of my former colleagues oom their use in 
locating telephone exchanges. They are also used in readjusting the 
boundaries of cities and school districts, in locating manufacturing 
plants and stores, in determining advertising presses, in planning 
the improvement of roads and aviation facilities, the preparation 
of material on personal incomes, and so forth. 

Businessmen use these statistics in sales management problems, to 
find out where in the country the incomes are highest, where they can 
concentrate their sales effort. The statistics are used in determining 
where to locate hospitals and new units of various kinds. They are 
used to find out where the centers of population are, and where the 
population is growing most rapidly, and in various fields where it is 
advantageous to have a substantial statistical program. —— 

So some of 1s consider ourselves somewhat as missionaries In trying 
to point out where and how the statistics will be useful. 

We hold meetings with census users to get their ideas of how the 
statistics can be improved—as a matter of fact, you may be interested 
to know they have scheduled three of us to go down to Atlanta, Ga., to 
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a meeting of census users on Wednesday. That has been arranged by 
the chapter of the American Marketing Association in Atlanta and 
by the chamber of commerce there. 


RESPONSIBILITIES OF CENSUS BUREAU IN DEVELOPMENT OF STATISTICS 


Now, the work in statistics in the United States Government is dis- 
tributed among several agencies. The Census Bureau is charged 
particularly with the development of statistics which require the col- 
lection of data about individuals and individual business concerns on 
a large scale basis, that is, such as the censuses of population, housing, 
agriculture, manufactures distribution, and, as we will call to your 
attention later, State and local governments. The Bureau is also re- 
sponsible for the statistics as to foreign trade, that is, exports and 
imports of the United States where there is a tremendous number of 
individual transactions covered each month. 

We are not concerned with using statistics in administrative prob- 
lems. The committee has just been talking with the Bureau of For- 
eign Commerce in the Commerce Department that does have adminis- 
trative responsibilities, but the collection of statistics and the cas para- 
tion of the first stage of the reports is our job, preparing for their 
use by others. 

I talked with the Commerce Department field offices in the several 
trips we have made around the country and they rely largely on the 
information furnished in the censuses to take care of requests from 
businessmen. 

PROGRESS REPORT FOR 1956 FISCAL YEAR 


Now, another section in my statement is the report on the progress 
being made in fiscal 1956. We are getting along toward completing 
the 1954 census of agriculture and the 1954 economic censuses, that 
is, of manufactures, mineral industries, retail and wholesale trade, 
and service trades. Those reports are coming out—the preliminary 
reports on retail trade for all the States came out in January, for 
wholesale trade the last preliminary report was completed in Febru- 
ary, and service trades are coming out now. We have in hand for 
release Wednesday in Atlanta a report for Georgia on the service 
trades. The census of manufacturers, which people are interested in 
very much, is more complicated, and we have to do more checking of 
the material to be sure we are right before we publish the reports. “We 
expect to have—well, we have issued some of the industries there, and 
we are issuing more in the next few weeks. 

We are also working on some technical devices to facilitate the 
we up and assembling of information. We have an item of 

uipment called FOSDIC, the film optical sensing device, that will 
r: ce up electronically, the records obtained by the enumerator, and 
put the information on the magnetic tape, which we can feed into our 
electronic processing machine, ‘the UNIVAC. 

Mr. Preston. “Fearless Fosdick” hasn’t got anything to do with 
that machine, has he ? 

Mr. Burcrss. No; this is FOSDIC without a “k” on the end of it. 
The term was made up from the initials of “Film Optical Sensing De- 
vice for Input to Computers.” That is one of the alphabetical names 
that happens to make a two-syllable word. 
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We have now operating in the Census Bureau two large electronic 
computers known as UNIVACS, which have been called to the atten- 
tion of this committee a number of times in the past. We are glad to 
point out that as we become more experienced in use of the equipment, 
we are successful in getting a tremendous volume of results as we work 
up the information. They are also valuable in checking reports that 
come in from respondents and for checking preliminary results for 
inconsistencies that need to be sifted out before we actually publish 
the figures. 

We are also making plans looking ahead to the 1960 census, which 
covers population and housing. People often speak of the work of 
the Census Bureau as being concentrated on the population census, 
because for years everybody has made use of that. It shows where 
the people are. And we frequently take special censuses more often 
than once every 10 years. Such special censuses can be and are taken 
at the expense of particular cities or other localities. 

Out in California especially, we have taken a good many special 
censuses. That is one of the most rapidly growing areas in the coun- 
try. Other areas have grown, too, and I regret to say that there are 
areas where population sags a little. 

In order to have an effective census in 1960 we have to get ideas 
about things now in order to work up and get agreement on the addi- 
tional items or on the items where we can abbreviate somewhat and 
not get such extensive information as in the past. Mostly as we work 
with users there are many more suggestions about additional informa- 
tion that is desired than about desirable curtailments. 

One thing that comes up in places like New York and Los Angeles, 
especially, is to get more information summarized about the distance 
from where people live to where they work; that is, the local trans- 
portation problem is acute, and more information is needed. 

These considerations bring out the need for preparatory funds, for 
both the 1960 censuses, and also for the economic census, that is due 
for 1958 according to schedule, 


REVIEW OF 1957 PLANS 


Looking ahead to 1957 in the budget proposal, there are certain 
smaller increases that we want under the head of salaries and expenses 
which I will go into in detail later. I think probably I will not go 
into that at this time. 

The largest item is the 1957 census of State and local governments, 
for which we are asking for $2,100,000, which would be spent over 3 
fiscal years from 1957 to 1959. To make the whole proposition go 
along successfully, we need to think of that money altogether. As 
provided by law, this census covers information on taxes and tax 
valuation, receipts, expenditures, indebtedness, and employment of 
States, counties, and cities, and other governmental units. The last 
full census along this line was in 1942. The country has had a census 
of governments every decade for the last 100 years, and this gap of 15 
years is larger than we would recommend from the statistical point of 
view. Itshould be noted that this project is in the census law to cover 
the year 1957. We recommend it strongly, and call attention to the 
endorsement of the Budget Bureau. 
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Another big new item is the request for $1,800,000 for a national 
housing inventory, intended to tie in with the 1950 housing census. 
We believe it will be of assistance to the people that are concerned 
with the Nation’s housing supply, and Government aid for such pur- 
oses. This project will throw light on other problems that many 
Susieenanent and economists see-—for instance, the question whether 
or not there has been overbuilding in the areas of the major cities of 
the country. Of course, if this report showed overbuilding, there 
would be an occasion to ease up, and not get ourselves into a jam. 

We are also requesting $150,000 for preparing for the economic cen- 
suses, that is, censuses of business, transpor tation, manufacturing, and 
mineral industries, that are to be taken, according to the law, to cover 
the year 1958. We want to make adequate plans and be sure we have 
adequate equipment planned for that. In order to complete the eco- 
nomic censuses of 1954—which are moving along very well as I 
explained before—we need more funds than “have been so far appro- 
priated. We have money enough appropriated to cover what we will 
actually spend in this fiscal year, but to finish the job in the way that 
is now clearly wanted, we need $900,000 additional for 1957. I have 
had requests from certain committees of the House and Senate, that 
they would like what they called concentration tables. These would 
show, for instance, how a large proportion of the activities of the bigger 
industries are in the hands of the first 4 largest companies, and the 
largest 8 companies, and so on. To take care of the statistics that are 
wanted in that connection, and to finish the basic job, we would like 
to transfer $900,000, the largest part of the unused million dollars 
from the census of agriculture. 

We would still be saving between seven and eight million dollars on 
the 1954 economic censuses as compared with what they cost, or would 
have cost at the present pay levels, the last time they were taken. 
But you will find as we get into it that the estimate of our need was 
a little on the low side, and a year ago we were not allowed quite as 
much as we asked for. We are asking more, however, than the differ- 
ence between what we asked for and what was appropriated. 

In summary, the statement emphasizes that we believe there is a 
great need now for improving the Federal statistical program, and 
that the most pressing needs can be met by the amounts we are re- 
questing for fiscal 1957. As it happens, the total is definitely smaller 
than our total for 1956, because we have finished most of the work on 
the agricultural censuses and economic censuses. Since our total an- 
nual needs vary according to the stage we are at in the various cen- 
suses, I am not trying to stress the difference between the 1956 and 
1957 aggregates. 

Mr. Preston. Thank you very much, Doctor. 

The committee will take a recess until 10 o’clock tomorrow morning. 
We will begin with you again and try to complete it within an hour or 
an hour and a half tomorrow morning. 
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Turspay, Marcu 27, 1956. 


SALARIES AND EXPENSES 


Program and financing 


ce 


| 1955 actual | 1956 estimate 1957 estimate 








Program by activities: | a . 
a) REeernn MENENONS UDRR URI font aciledu ws baueobivebes ibe | $5,465,019 | $6, 481, 258 | $6, 842, 484 
i etn RERUN nk. jn anennnnnncepe nk aeeen | 790, 403 | 746, 742 | 777, 516 
3. Electronic equipment development _ Be. Si ene ie eee 100, 000 b eet tan ae 
| ee siedeitttie 
OE naan em oenteuehigiats | 7,328,000 | 7,620, 000 

Financing: | 

Unobligated balance no longer available_-_.......-...-.--- Eh cheb nn odigehinnneembeneane 
Anorbpriation fedinsted) - ...4 - 235.200.5255. sccscssccccs 6, 276, 437 | 6, 900, 000 | 7, 620, 000 


Proposed supplemental due to pay increases. ....-..--..|.----------- - 428, 000 | 

















Obligations by objects 
Object classification 1955 actual | 1956 estimate | 1957 estimate 
Total number of permanent positions. ...........-..---------- 1, 126 1,176 | 1, 201 
Full-time equivalent of all other positions._..........-...----- 146 | 198 214 
Average number of all employees-.--.-.--..-.----..---...-...--- 1, 169 | 1, 304 1, 362 
Number of employees at end of year_-__.--.--.-----------.----- 1, 560 i, 893 1,914 
Average salaries and grades: 
General schedule grades: 

I CE ee hi bt ndeccebass eens eacintailale $4, 711 $5, 074 $5, 057 
I I ae ecu GS-6.2 | GS-6.4 GS-6.3 
Ungraded positions: Average sak EP iintddaectieberinctemae lstdumavsenenas 4, 198 , 198 

01 Personal services: | 
I ola isis slo nena $4, 752, 001 | $5, 447, 733 $5, 660, 758 
Positions other than permanent................-...--- 386, 639 | 657, 607 693, 839 
Regular pay above 52-week base. -_-.--..-.-..---.----- | 20, 117 Bai OOO Nitdadacdédnckes 
PUREED CIO IES BID ioc on cs cnecenswecsensecene= | DE, latencmimisgetsldgseunsasnwuwre 
Other payments for personal services_._.....-..-.----- Dy WOE Aewicccsncn< adel ansndahednoains 
Ee DE INV NOOD 5 wre knicdccncdsentdaccnkewik 5, 248, 845 6, 1 26, 340 6, 3: 54, 597 
Be i hnt dc coiecc bt in a ciatageabhaeenskannniiennesteneees j 252, 497 | 354, 605 368, 076 
03 ‘Transvortation of things.--------------- een ete a ieee 8, 028 | 13, 086 13, 316 
Oe. eI UN eo b6 dca eentwindatanewabese 182° 543 | 210, 879 224, 514 
ee OO Eee 3 129, 322 | 138, 617 147, 852 
OG TARR BI FI 5 kb os ore cee eke cb cnkiwccccess 259, 156 | 243, 054 251, 298 
07 Other contractual services... .-.--.....-..--...---.--..--- 58, 489 | 117, 608 37, 986 
Services performed by other rage ND ers ete aie CRs 17, 936 22, 300 103, 640 
I I I iii dance w cle ils bninepenedsde ste 70, 626 79, 186 91, 926 
09 Equipment paride cir tecaaned arti nikal aidan eMmeTERargRT 18, 079 | 14, 825 19, 295 
13. Refunds, aw: ards, ‘and indemnities__...........----------- 612 Bi ae sith st oll ee ns talaliails tana 
a ee ne i asibamonandéchobunebedl 9, 289 | 7, 500 7, 500 
Total obligations.......- bi wbiatimmded pee cknmenanndl 6, 255, 422 2 | 7, 328, 000 7, 620, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 








BUDGET AUTHORIZATIONS AVAILABLE | } 


| 
A ppropriation $6, 200,000 | $6, 900, 000 | 

Transferred to ‘‘Sals ries and expenses, ge ne ral administration” | | 
ON I Pi ae al i kn make narmsiaaiaiaeis sinh tone —41, 338 


Transferred (69 Ste it. 240) from— 
‘Salaries and expenses, Business and Defense Services | | 


eno | 
DEE ip ccmtin cdc ctiiinnneneenouss RE A nwwhincowne 
‘‘Ship-mortgage forec losures or forfeiture contingenc ies, 
Se III 6 5c ccidcnaasekectidadatouarsancen TA STR ban uns 
Adiusted QP PTOPTIAWION. ....666.66.cnecccenescesses-- = 6, 3 276, 437 | 6, 900, 000 
Proposed supplemental due to pay increases. -.-.-.-.--.-- ae ate 428, 000 
Obligated balance brought forward--.-.-..--.--.---..-..-------- 580, 112 | 499, 881 
Total budget authorizations available__...........----- 6, 856, 549 | 7, 827, 881 
EXPENDITURES AND BALANCES | 
Expenditures | 
Out of current authorizations siitasex 5, 804, 461 | 6, 256, 460 
Out of anticipated supplemental appropriation... OS ee 411, 540 
Out of prior authorizations__-_-- Se adnaea alte aati ec 516, 379 199, 881 
Penh ea es icine | 6,320, 840 | 7, 167, 881 
Balance no longer available: | | 
Unobligated sheila for er it cdcndcianeeidannibibal ahseealiniaas | BAe lV cteneannige siete 
SE enn, oa ree ee LOC pile ca wis eak a dktameded otek Gee h«sccen 
Obligated balance c< arried forw: vard Ie 8 iia ag aiaieatantenmineiid 499, 881 | 660, 000 | 
Total expenditures and balances-..-.-...--- chennai sta al 6, 856, 549 7, 827, 881 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The committee will come to order 


$7, 620, 


660, 


8, 280, 


7 620, 


000 
000 


000 


000 
460 


3, 540 


, 000 


000 


, 000 


The first item this morning is a continuation of the Bureau of the 
Census. We will take up the item, “Salaries and expenses” which is 
found on page 8 of the committee print, and page 110 of the justifica- 


tions. 


We will insert pages 110 and 111 in the record at this point. 


(The matter refer ‘red to is as follows :) 


Summary of requirements 


RI, SUE os ningun ond at eipibeenetdce adh babdduboheweadwaeenedndénenm ee $6, 900, 000 
Proposed supplemental due to IIE a dhutinerdidiidedikvacissedaxmeidgeswnte 428, 000 
Total anticipated appropriations..............--- ih icebtacabdeiatiac ide son sidiascsbeeaabietaemiaseal $7, 328, 000 
Deduct: 
Electronic equipment . cdc dahwidan sake Aned aks hn daniionncnankeetey 100, 000 
Pay in excess of 52-week NARI Rit ace tac ata ao seria ge 21, 000 
ai il biel nan Lh balecaboebnbbaeidmmdndousneskanedainaeianie . —121, 000 
Base for 1957 -_. ie aid tel A ich tina tlageiana es Alans psa tee na ate a Tee Re oo 7, 207, 000 


Net difference, 1957 over 1956: 





Requirements | Difference, 
i = —— jincrease (+-) 
By activity 1956 1957 or de- 


crease (—) 





adjusted timate 





| 


Compras cemens aieiiitien. . ....c. cece cnccscceacicos $6, 462, 484 | $6,842,484 | -+$380, 000 
Sere RI ei kk ae 744, 516 777, 516 | -+-33, 000 
tates lee 
Gross requirements 





Total estimate of appropriation, 1957 


patacsuponsen stiacsnandnens 7,207, 000 | 7, 620, 000 +413, 000 +413, 


000 


7, 620, 


000 
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Mr. Preston. This request in the amount of $7,620,000 is an in- 
crease of $413,000 over the 1956 base. 

There are a number of items under this heading. We have examined 
those items. Some of them we will not deal with and others we will, 
since the committee is generally familiar with these programs from 
past experience, 

Dr. Burgess. Yes, sir. 


BUSINESS STATISTICS 


Mr. Preston. The first item we will take up is found on page 104 
of the justifications, “Business statistics.” 

Dr. Burerss. Yes, sir. 

Mr. Preston. There seems to be an increase over the fiscal year 
1956. Would you comment briefly on that? 

Dr. Burerss. Yes. I am using budget notes here from the Budget 
Digest of the Commerce Department, which I think you have at hand. 
That boils down the explanation of the change. 

The increased cost of business statistics, $82,800, is to carry out a 
sample survey to provide direct estimates of monthly changes in the 
dollar value of all retail store merchandise inventories. The improve- 
ment of retail store inventories is a major need in the Government 
statistical program, as the people who are following economic develop- 
ments and the course of business find it important to know what the 
changes in the level of inventories are. 

Mr. Bow. Would you speak up a little bit; it is difficult to hear you. 

Dr. Burcess. I am sorry. The people who are following economic 
developments and the course of business find it especially important 
to know what the changes in the level of inventories are. There has 
been in the past a good deal of approximating in that line, and we 
have been working on the idea of developing more reliable figures. 
The difficulty, of course, is that the smaller stores sometimes do not 
keep currently accurate records from month to month that they can 
produce promptly, and we have to encourage them on methods of 
working out figures that can be pulled out and brought together by 
our enumerators, or by mail, and get them to show something that will 
be more satisfactory than it has been in the past. 

I think I would like to ask Mr. Grieves, the Assistant Director of 
that area, to explain that a little more if you wish to have him do so. 

Mr, Preston. Explain this one phase of it. We are familiar with 
the type of program that you are conducting. Why the increase, 
Doctor ? 

Mr. Grieves. At the present time, about three-fourths of all retail 
inventories are held by what we call independent stores, not the chains 
and not the large department stores for which there is a good measure 
now available concerning the monthly changes. As I say, about 
three-quarters of the inventories, the retail inventories, are held by 
independent stores and there is no available measure of the monthly 
changes in the holdings of these establishments. Their holdings are 
estimated to be somewhere in the neighborhood of $15 billion at the 
present time. 

We have been experimenting for about a year to see whether we 
could get a direct measure from these establishments and we have 
found that we can get a response rate of between 75 and 90 percent 
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from these establishments. More than half of the volume reported 
would be based on a record of actual inventories and the balance 
would be pretty well informed judgments of the proprietors them- 
selves. It is felt that this would be a great improvement over present 
methods of estimating, which merely assume that the independent 
stores change in about the same manner as the department stores, and 
the big chain organizations which do report. 

This is one item which the special Federal Reserve Board committee 
recommended be improved in the basic economic statistics of the 
country. 

Mr. Preston. The justifications refer to an additional 14 positions. 

Mr. Grieves. Yes, sir. 

Mr. Presron. How will 14 additional people reflect..any or much 
improvement, let us say, over what you are doing now, when you have 
the entire United States to cover, and you are going to go out and 
look into the operations of the smaller stores ? 

Mr. Grieves. Well at the present time, we are not collecting these 
data. Our estimate proposes that we will set up a sample of approxi- 
mately 3,000 establishments to be covered monthly after proper initial 
interviews to assure an adequate measure of reliability. The result 
is a direct estimate that would meet most of the current needs. The 
increased appropriation is needed to handle the additional reports 
that. would be collected. 

Mr. Preston. That is, on the sampling basis? 

Mr. Grieves. That is right, sir. 


FOREIGN TRADE STATISTICS 


Mr. Preston. The next item we will consider is “Foreign trade sta- 
tistics,” where you seek 18 additional positions, and an increase of 
$81,000. Yesterday we discussed briefly the matter of some changes 
that you have made. 

This was discussed prior to the time you came in. 

Dr. Burcgss. I see. 


REDUCTION IN NUMBER OF CLASSIFICATIONS 


Mr. Preston. You have changed your classifications, reduced the 
number from 2,800 to about 1,520. 

Dr. Burerss. That was to save money. The main issue is that 
there has been a tremendous increase in the volume of documents that 
we have to handle resulting from an increase in foreign trade, and we 
need to have more people, and to put in more time to try to catch up. 

As a matter of fact, this is associated with the request for a supple- 
mental for 1956 that we were in on a few weeks ago, asking for $100,000 
to be transferred from the census of agriculture, where we are not 
using $1 million, to apply on this foreign trade statistics program for 
1956. The committee action there was to allow us $75 000 and that 
primarily takes care of the increased volume during the current year. 
The entire $100,000 would enable us to come fully up to date by ap- 
proximately July 1 

If the volume keeps up at the same rate that it is now, we will need 
these additional positions here for next fiscal year. 

On the other matter, in order to get out of the difficulty by some 
other plan than of additional hiring of people without the money, we 
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introduced the procedure on exports of consolidating classes as we 
publish them. i you indicate, we reduced the number from approxi- 
mately 2,900 classes to something like 1,500. We are working on 
that basis currently. 

Mr. Preston. But you eliminate some commodities completely, do 
you not? 

Dr. Burgess. No, sir, they are all in the figures. 

Mr. Preston. I have a letter from Congressman Natcher of Ken- 
tucky who says that you have completely eliminated unmanufactured 
tobacco. Is that right? 

Dr. Buroess. He means eliminated separate items. It is there com- 
bined in with other items. 

Do you care to comment on that particular item, Mr. Grieves? 

Mr. Grieves. What we did was to consolidate some of the smaller 
items. For example, we kept separate flue-cured unstemmed and 
stemmed tobacco; burley tobacco unstemmed, etc., but we did make 
combinations such as Dark-fired Kentucky and Tennessee stemmed 
and unstemmed; and Virginia fire-cured and sun-cured, stemmed and 
unstemmed; some of the other miscellaneous items were combined 
into one single class. 

The total exports of tobacco are still in the schedule, and the prin- 
cipal types of tobacco are separate, but there have been a certain num- 
ber of consolidations. For example, chewing tobacco and smoking 
tobacco in packages have been combined into a miscellaneous manu- 
factured tobacco item. 

Mr. Preston. Let me ask you one question. You have grouped into 
one class fire-cured and other types, stemmed and unstemmed. Does 
that mean that the same information cannot be had about any one of 
these single items ? 

Mr. Grieves. That is correct. They can only be obtained from the 
published reports today on a consolidated basis. 

If someone wants to separate one of them out, he has to pay a small 
charge, which runs about $20 per month, per item. 


SAVINGS RESULTING FROM REDUCTION IN NUMBER OF CLASSIFICATIONS 


Mr. Preston. Is it true that you only saved $2,000 by doing what 
you did? 

Mr. Grieves. No, sir. 

Mr. Presron. What did you save? 

Mr. Grieves. We estimate about $75,000 on an annual basis. 

Mr. Presron. Not on tobacco alone / 

Mr. Grieves. No, but this is a system which is used for all categories 
of commodities. 

Mr. Preston. How much did you save on tobacco? 

Mr. Grieves. For tobacco, I do not know what the amount of savings 
was. We would have to make a separate estimate of that. There is a 
complication, Mr. Chairman, that you may not want to take the time 
to get into here. This was done by sampling the transactions in the 
commodities, and those which were consolidated are the ones that did 
not get traded in sufficient volume to show up a realiable figure in the 
sampling which was conducted. We took samples of all the items 
t mond under $1,000 and the insignificant commodities fell by the 
wayside. 
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Mr. Preston. You do not show any saving in this request. You are 
asking for an additional $81,000. 

Mr. Grieves. Yes, sir; that is right. 

Mr. Preston. If you are saving $75,000 that is $156,000 in all. 

J Mr. Grieves. That is right if we did not restore any commodity 
etail. 

Mr. Preston. I am wondering about the saving; I do not see it. 

Mr. Grieves. This year, Mr. Chairman, the savings took the form 
of preventing us from getting even later in our statistics. Now, we 
are trying to become current by July 1 for which we need supple- 
mental funds even though we obtain data by this procedure. It is 
contemplated that with the 1957 appropriation, we can substantially 
restore commodity detail and be current in our reports as well. 

Mr. Preston. How far behind are you? 

Mr. Grieves. We estimate at the moment that we are about 2% 
weeks on the average, I believe, behind our regular date, with the ex- 
pectation of dropping another week and a half behind by July 1, 
unless we obtain supplemental funds and resort to this procedure. 

Mr. Preston. Mr. Grieves, anyone in the Government who is within 
30 days of being current is supposed to be superior, not excellent. 

Mr. Grieves. As I say, we are behind our schedule, Mr. Chairman. 
The best we ever hope to do in the light of the present system of 
processing foreign trade reports is to get them out about 5 weeks 
after the end of the month. 

At the present time, we are on an average 714 weeks behind the end 
of the month and it looks as though we will wind up at 9 weeks be- 
hind by the end of June unless we take drastic steps. 

Mr. Preston. Some of these commodities are going to suffer as a 
result of your action. You are going to give them lump figures on 
tobacco and they will not be broken down into these separate cate- 
gories. I just picked out tobacco as an example. 

Mr. Grieves. That is right; this is not a very pleasant operation. 

Mr. Preston. I personally do not think very well about what you 
have done. We will comment about that later. 


INDUSTRIAL STATISTICS 


There is one thing I would like to ask you: In this item of “Indus- 
trial statistics,” there is no increase. Is this a continuing program ? 

Dr. Burcess. Yes. This program includes reports known as Facts 
for Industry concerned with particular commodities. 

There is also an annual survey made of manufactures which covers 
the waterfront, including all of the classes that are covered in the 
census of manufactures, but based on a sampling of establishments. 

The establishments are selected carefully taking all of the largest 
ones as well as a representative sample of the others. We. get the 
measure of the changes from year to year in all manufacturing, as well 
as needed facts for specific industries, and information on a consider- 
able number of particular commodities that people are interested in, 
but only where those figures are not available from other sources. 
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POPULATION AND HOUSING STATISTICS 


Mr. Preston. Let us consider this matter of population and housing 
statistics. There is no connection between this item and your decennial 
census, is there ? 

Dr. Burcess. No, this is a current program. This includes statistics 
on employment and unemployment, the current population survey, we 
call it. This is the source of the official monthly estimates of employ- 
ment and unemployment, and other characteristics of the labor force. 
You probably have noticed the joint report of the Department of Com- 
merce and the Department of Labor which brings together the results 
that are achieved by this sampling scheme and related statistics as- 
sembled by the Labor Department. 

We are extending that in the current year to include the sampling of 
35,000 households each month, which gives us a more adequate figure. 
This is relied on a great deal by those who follow economic and busi- 
ness conditions and changes in economic activity across the board. 


GOVERN MENT STATISTICS 


Mr. Preston. The next item is “Government statistics.” Is this a 
continuing program ? 

Dr. Bureess. This is continuing in the main, but the $41,400 addi- 
tional which is requested is to allow for a sampling survey of advance 
public works planning of State and local governments. The first re- 
port along these lines came out about a year ago. It was financed by 
the Council of Economic Advisers through a working fund. The sur- 
vey covers Public Works plans which have not been started, but are 
in preparation well enough, so that if special attention is given to them 
by the appropriate governmental agencies, funds can be made avail- 
able and they can be applied to stabilize the economy. 

Mr. Preston. Will there be any overlapping in this activity if the 
request for a census of Government is inaugurated ? 

Dr. Burcrss. No. 

Mr. Preston. You know what it is and there is no overlapping ? 

Dr. Burcess. No, sir; there is no overlapping because this is looking 
ahead to plans for future building. The Census of Governments is a 
recording of what happened in the fiscal years ending in 1957, and of 
conditions as they are at the time the census is taken. 

Mr. Preston. In other words, the same item you are asking this 
$41,400 for will not be covered in the Census of Governments ? 

Dr. Buregss. That is right. 


STATISTICAL ABSTRACT AND SPECIAL REPORTS 


Mr. Preston. Now, Doctor, you seek to expand your statistical 
abstract and special reports program. Will you comment on that or 
have someone do it ? 

Dr. Burcress. Yes. It is for the summarizing and processing of 
what we call the first quarter 1956 issue of County Business Patterns, 
prepared in cooperation with the Bureau of Old-Age and Survivors 
Insurance. We got out the last issue for 1953. The new book will 
report figures received by the Bureau of Old-Age and Survivors In- 
surance for the first quarter of 1956. It provides employment and 














598 


payroll data for the various kinds of business within each county of 
the United States, classifying them by employee size groups. 

We believe it gives a very valuable and useful result for a very low 
cost, and should be done throughout the years in between the major 
censuses. 

Mr. Hansen is the Assistant Director immediately in charge of that, 
and he can explain it for the committee. 

Mr. Hansen. I might say that this takes advantage of the existing 
tax records of the Bureau of Old-Age and Survivors Insurance, and 
it provides comprehensive statistics at a very low cost. To get this 
kind of information on the basis of a field canvass would cost several 
millions of dollars. 

Here for a very low cost we can provide data which are very much 
in demand by businessmen for marketing purposes based on a com- 
prehensive coverage of business. 

This has been a biennial program, but we skipped over last year 
and moved over to this year because of the recent Censuses of Manu- 
factures and Business. These regular county business pattern reports 
have a wide utility. 

Mr. Preston. How could this be of advantage to businessmen ? 

Mr. Hansen. It shows him the distribution of his market, the loca- 
tion of manufacturing establishments and retail establishments, the 
number and size of all kinds of business by county. He uses this 
very extensively in order to determine where his market is located 
and the changes which are taking place in it. 

The work on this is also the background work for the regular Cen- 
suses of Business and Manufactures. We obtain lists from the Bureau 
of Old-Age and Survivors Insurance for mailing purposes for these 
censuses. 

Mr. Preston. Is not that information available in every chamber 
of commerce office in the country ? 

Mr. Hansen. No, sir, it is not; not on a basis where it is accessible 
to people to use for marketing purposes. 

Dr. Burcrss. We understand from our Commerce field offices that 
the offices of the chambers of commerce that are in touch with them 
make great use of this report and our census reports in general. That 
is the way they get their information on markets and manufacturing 
establishments and so forth. 


GENERAL ADMINISTRATION 


Mr. Preston. Where are these extra positions in general adminis- 
tration to be used and why ? 

Dr. Burerss. We have a certain amount of additional expense 
along the lines we have discussed here and, therefore, we need addi- 
tional people in personnel, and in purchasing and to look after our 
facilities and in our budget office. 

Mr. Avexanper. These positions will be needed only if the addi- 
tional programs are approved, Mr. Chairman, but if they are not, 
these positions will not be needed. The administrative units are pro- 
portionately increased to provide additional payrolling services and 
the like, for additional positions for those programs which were 
mentioned. 
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Census oF GOVERNMENTS 


Program and financing 
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ments,” Doctor. 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item we will take up is “Census of govern- 


on that subject ? 
Dr. Burcrss. Mr. Grieves is in charge of that area. 

Mr. Preston. That is on page 10 of the committee print. 
Mr. Tuomas. That is a new item, is it not ? 


Mr. Preston. Yes. 





Whom do you have with you that you want to speak 
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That is on page 138 of the justifications. We will include in the 
record at this point pages 138 and 139 of the justifications. 
(The matter referred to is as follows :) 


Summary of requirements 
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Mr. Preston. This is a request for $2,100,000. 
BACKGROUND OF PROGRAM 


Mr. Grieves. A brief word of background on this, perhaps, would 
be useful to the committee. 

There are today approximately something over 100,000 State and 
local government units in the United States. There is a very wide- 
spread interest in the activities of these units, particularly in recent 
years, when their scale of operation has been increasing by leaps and 
bounds. 

It is very important to many interests to bring together in some 
usable, uniform manner, a complete recording of what is going on 
in this field. 

The Federal Government has been performing this service for the 
country since about 1850. 

Mr. Tuomas. As a matter of fact, who are these interests that you 
refer to? 

Mr. Grieves. There are many different groups. In the justifica- 
tion we have outlined some of them. 

Of course, there are Federal agencies which have complex financial 
relations with those units, and there are the State and local govern- 
ments themselves and their officials who are trying to plan and op- 
erate State and local government revenue financing a expenditure 
programs. 

Some of the groups who have expressed their interest in it are the 
Council of State Governments, the National Association of State 
Budget Officers, the National Legislative Conference, the American 
Municipal Association, the United States Conference of Mayors, the 
National Association of County Officials, the International City Man- 
agers’ Association, the National Association of Assessing Officers, and 
the Municipal Finance Officers’ Association. 

That is the background of it. 

This census differs from the current program in that it covers all 
units of government, and provides details by counties, metropolitan 
areas, and States on the total tax burden on the community; revenues 
and expenditures; and the size and composition of the debt. The 
State and local governments are particularly interested in this de- 
scription of things because it provides them with a picture of how 
other Government agencies are dealing with those problems. 


TOTAL COST OF CENSUS 


Mr. Preston. What is the total cost of this census to be ? 

Mr. Grieves. $2,100,000. 

Mr. Preston. That is the total ? 

Mr. Grieves. Yes, sir; the grand total. 

Mr. Preston. There will be no further request ? 

Mr. Grieves. No, sir; there will be no further request. 

Dr. Burcess. The actual expenditure is to be spread over a period 
of 3 years, you understand. 

Mr. Preston. Yes. 

How did you arrive at the figure of $2,100,000 ? 
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Mr. Grieves. In the conventional manner. We broke the job down 
into a myriad of individual steps, and, from our previous experience, 
we estimated the cost of each step and we aggregated them and 
arrived at this total. 

There is a complete working schedule or analysis of the individual 
steps available to the committee if you wish it, Mr. Chairman. 


NUMBER OF ADDITIONAL PEOPLE TO BE EMPLOYED 


Mr. Preston. How many additional people will you employ ? 

Mr. Grieves. Well, the average number of positions will be 379 in the 
fiscal year 1957 according to the justifications. 

Mr. Preston. Are those new people 

Mr. Grieves. They will be in the main, new people; yes, sir. 

Mr. Preston. In the main. Let us be specific, Mr. Grieves. 

Mr. Grieves. Well, the answer, I would say, is the number that I 
mentioned are new people. 

Mr. Preston. How many of them will be permanent and how many 
will be temporary ¢ 

Mr. ALtexanver. All of these additional people provided by this 
appropriation are temporary. Some of the permanent staff of the 
Government division will be working on this but not paid out of this 
appropriation. 

STATUTORY AUTHORITY 


Mr. Grieves. I might say, Mr. Chairman, that the year to be covered 
is specified in the statute. 

Mr. Preston. This is carried out under a provision of law 

Mr. Grieves. Yes, sir; that is correct, sir. 

Mr. Presron. A provision of a law heretofore enacted ; a long time 
ago ¢ 

Mr. Grieves. No, sir. 

Mr. Preston. When was it enacted ? 

Mr. Grieves. I think it was in 1952, sir. 

Mr. ALeExanper. It was reenacted in 1950. The census has been op- 
erating under statute back as far as 1850, but the statute was rewritten 
and restated in 1950. 

The restatement of it is contained in title 13, United States Code, 
section 161. 


NATIONAL Hovustne INVENTORY 


Program and financing 


1955 actual /|1956 estimate |1957 estimate 





Program by activities: National housing inventory (total | 
obligations) ae ee diese eek $1, 800, 000 


Financing: Appropriation -_- 1, 800, 000 
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Obligations by objects 









Object classification 1955 actual | 1956 estimate | 1957 estimate 
| 

AO IIs 6 Siisiicncrhitinienebichbstiinctsinibvovidiibcseians 404 
Number of employees at end of year.................-.-..-..-]_-- Paternal 0 
01 Personal services: Positions other than permanent........}...........-..|..-.-----.---- $1, 381, 490 
Tee ne ne ne ene idea a a Sa aien , 350 
FO > I la aie i eal ee eee eR ecaal 7, 140 
Nee ee ee ee 72, 750 
Fe eee eee a ek ee 29, 560 
ee IIOOIE 1. acct nn sininecebancimdipbseasecudsséalaesecsenuaaae 32, 800 

07 Other contractual services: Services performed by other 
hd 5555551 acddnechddodchunceddcaibiidadliodsedhaiewhasetneeonetmusboned 35, 800 
I a I ta 14, 950 
OO a ee a ee cideplabderweotenene 1, 160 
SE I ia oni csc cninesepnseneeabeaetiansenedl aacalamansibaia seis emmaammacioumiale 1, 800, 000 


Budget authorizations, expenditures and balances 








1955 actual | 1956 estimate | 1957 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
ING sn 5 oo hss kkk die oa Sh cok ks ccd bene kone caked ehaneeeasuleechesmnetSens $1, 800, 000 
EXPENDITURES AND RALANCES odd iat Sie 
Total expenditures (out of current authorizations) - -......-..-|-------------- ; wuaceceeesen 1, 710, 000 
Obligated balance carried forward tise 4 
Total expenditures and balances ies JAS aenaeuesavas . ‘citable ‘ ) 1, 800, 000 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item is “National housing inventory” which 
is found on page 12 of the committee print and page 148 of the justifi- 


cations. We will insert in the record at this point pages 148 and 149 
of the justifications. 


(The matter referred to is as follows:) 


Summary of requirements 
Appropriation, 1956. 





dc bigthpaniencidnailiiet ch bdiniieipas mee heist epninbapiammneedid Me 
UT NEIET iat nial inet nesta amine ain eaian eeninmletsiskenanerahinendbmine gaia binemmma aaa 0 
Net difference, 1957 over 1956: 
Requirements Difference, 
By activity an 
1956 1957 “muet~) 
estimate estimate 

National housing inventory....................-.... $0 | $1,800,000 |+-$1, 800, 000 
nn II oii oo en wccsnenaenen 0 | 1, 800, 000 +1, 800, 000 +1, 800, 000 
Tin) Gate OF STIR, TOUT bias seed Biicbal vec nceresctcacccluacalveacee 1, 800, 000 
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PURPOSE OF PROGRAM 


Mr. Preston. This is a request for $1,800,000. Is this the same 
request, Doctor, that you had last year ‘for an intercensal survey ¢ 

br. Burcess. They are different. That one was called an inter- 
censal housing survey and asked for only $500,000, which covered 
the national total only. 

This provides for a cost of $1,800,000 and would provide figures for 
35 large metropolitan areas. The people who would use this report, 
and whom we have been in touch with about this, find it exceedingly 
important both to the Government, and also to private individuals, 
to have an inventory specifically for the major cities because the 
national total will not tell them whether more buildings or more 
housing is needed in a particular city. 

Therefore, this proposition is more in line with the recommenda- 
tions that we have received from outside people. We believe our- 
selves that it will more nearly accomplish the purposes that we would 
like to see accomplished and that various other people would like to 
see accomplished. 

Mr. Preston. Does it deal just with the 35 large metropolitan areas ? 

Dr. Burcess. We will also have national figures. We will take 
enough samples outside 6f the 35 areas so that we will have the total 
for the country as a whole. Dr. Taeuber has been in touch with the 
people who are concerned with this and worked out the details of this 
enterprise. 

Mr. Preston. This certainly represents a lot of imaginative think- 
ing on your part, Doctor. I compliment you. Who needs it most? 

Dr. Taruser. Who needs a census of housing the most ? 

Mr. Preston. The mortgage people? 

Dr. Taruper. Yes; the mortgage people want it very badly and the 
people who are interested in construction materials want it, and also 
the Federal agencies which are concerned with housing. Those are 
the major groups and also the local housing people. We have heard 
from quite a number of them. 

Mr. Preston. The housing people in the Government maintain 
analysts, area analysts, or something like that. 

Mr. Tuomas. Yes; that is correct. 

Mr. Preston. They send a man out to make a survey and he comes 
back and tells FHA whether in his judgment that community will 
stand any more housing units under the various provisions of the act, 
apartments or individual housing units, and that is the way they 
operate, through their own appraisal of the local situation. 

This is going to be a duplication of that, is it not ? 

Dr. Tarver. No, sir; this is not a duplication of that. I have gone 
into that with the Housing Administration people, and the picture, as 
[ get it, is that they do send such individuals out. They have, pre- 
sum: ably, a staff that goes out in a city in which there is a particular 
problem in relation to the housing activities of the Federal Govern- 
ment, the Federal Housing activities in that area, and they collect 
opinions and some facts. 

What our plan would do, even in the cities where they have done this, 
would be to give them a basis of facts, across the board, not only in 
those particul: wv aspects of housing in which they are directly inter- 
ested, but across the board, and, more than that, it would make all of 
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this information available to the private interests that deal with 
housing in a particular metropolitan area. 

Furthermore, these reports which they do collect are very closely 
kept. ‘They are not available to local interests or to private finance inl 
interests or private construction interests in the community, whereas 
our reports would be available to everybody, and they would cover not 
only the kind of housing in which the Federal agencies are concerned, 
but they would cover all housing, and they would give a broad picture 
of what is done. 

Mr. ‘Tuomas. What information are you going to gather now, just 
specifically ¢ 

Dr. 'Taruser. We are going to gather information on the changes 
which have taken place since 1950 in the number and character of the 
houses and how many dwelling units have been added as a result of new 
construction. 

Mr. Tuomas. That information is available on a month-to-month 
basis, right now, as to how many have been constructed. 

Dr. TAEU BER. The only information which is available on a month- 
to-month basis is information on building permits which are collected 
from a large number of areas. ‘That does not tell you the number of 
new units which have been added through conversion, or the number of 
houses being abandoned, or the number which was demolished or 
destroyed by fire. 

Mr. THomas. You are getting into something definite now, aban- 
doned or demolished. 

Dr. ‘’aruser. Yes; abandoned, demolished, lost by fire, or lost 
through natural calamity. Building permits do not tell you any t hing 
about those. 

CONVERSION OF OLD HOUSES 


Mr. Tuomas. Of course, the big group that the bankers and the 
mortgage group is interested in, and there is some talk of it in the 
housing industry, that the big piece of business for the next 10 years 
is going to be in the conversion of houses, taking old houses and really 
doing them over. There is not going to be the continuing building of 
houses in the United States every year and let them go to pot in 25 
or 30 years. So they are interested in taking those old houses and 
converting them. Wow are you going to tackle that problem here? 

Dr. Taruper. We will tell them what is the condition of the houses 
by the year when they were built. 

Mr. Tuomas. You are going to find out how many old houses there 
ure in existence now that are halfway livable? 

Dr. Taeuper. Yes, sir. We have as part of the procedure in this 
the same kind of things we did in the 1950 census. 

Mr. Tuomas. Your location is quite important in this field. What 
are you going to do about the location ? 

Dr. Taruper. We cannot tell anyone the exact block in which these 
houses are located but we can tell them what the situation is in the 
metropolitan area, what it is in the city and outside the city. We will 
report the condition of the houses, the age of the houses, and the pres- 
ent value or the rental value, whichever it is, and the present mortgage 
situation. All of that will be part of those surveys and it will be 
related back to the situation in 1950. 

Mr. Yarrs. How do you fix the value? 
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Dr. Taruner. We get the owner’s value. We simply take what he 
reports. 


SHIFTING POPULATIONS 


Mr. Tuomas. Are you going to deal with the subject of shifting 
populations ? 

Dr. Taruser. We will get into the shift of population. For in- 
stance, in this matter of suburban shift, we will certainly show the 
extent. to which new housing has gone into the suburban areas. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


VALUE OF INVENTORY FOR MILITARY HOUSING PURPOSES 


Mr. Preston. In that connection are not your figures going to be 
somewhat confusing and made worthless by the fact that you have no 
way of knowing how much militar y housing is going to be constructed 
in these areas, Capehart houses ? 

Dr. Taruner. We will be able to present only the situation at the 
time that the survey is taken. The local analysts will have to add 
what they know about what is likely to come. 

We have to deal with the situation as it is at a given time, and, in 
this case, we have no provision for trying to guess or even collect in- 
formation about what is likely to happen. It would probably give a 
basis in some instances for determining how much of that ought to be 
done. 

Mr. Presron. It is not a question with the military of how many 
units are available. It is what type of units they are. 

Dr. Taruser. We will be able to tell them what types of units there 
are available and what rental houses are available. 

Mr. Preston. The reason they are building Capehart houses now, 
is because the type of units which are available around military bases 
are not up to the military standard. There are plenty of converted 
apartments available, but they just do not meet the needs of the 
military. 

One of the problems that they have with reenlistments and main- 
taining their trained people is to provide the proper type of housing 
to keep them satisfied and to keep their families with them. 

There are communities now which think that they have adequate 
housing and all of the real-estate people insist they have adequate 
housing and yet the military will proceed to build 1,000 or 2,000 addi- 
tional units at an Army installation on the very outskirts of the city 
and we get complaints from local investors that they do not need that 
housing. 

They state that they have so many units available. 

There are a great many programs in the Government that would 
be desirable but which are not essential and this may be one of them. 


DESIRABILITY AND VALUE OF PROGRAM 


Mr. Yates. Mr. Chairman, is it proper at this point in the record 
to suggest that T received a phone call from the housing coordinator 
of the city of Chicago urging support of the appropriation for the 
housing inventory, and stating that the housing coordinator thought 
this item so important that they were appropriating their own money 
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for a complete housing inventory for the city of Chicago. He thinks 
it isan essential program. This is the office of one housing coordinator 
who supervises all housing in our city, including public housing. 
They want to know the facts about housing in the city of Chicago. 
They think that this program would be most helpful in that respect. 

Mr. Preston. I would not be surprised but what it would be help- 
ful to the larger cities in the United States but as to the rest of them, 
I doubt it. 

Mr. Tuomas. The general public is on the cuff to the tune of about 
$30 billion in this housing deal. Maybe it is about $35 billion. It is 
about $22 billion for FHA and a somewhat less amount for veterans. 
That is a tremendous amount of money. Now, if anything goes wrong 
the public is going to have to pick up the tab. 

I do not know whether you can get too much information or not 
but it looks to me that these housing agencies which have created 
that liability of the Government have the information that you need 
right now. It may be that you could use this amount of money or 
maybe more. I do not think you will do too much with $1,800,000, 
and it may be you could shift it with their records and get what you 
need. 

Dr. Taruser. Their records cover only part of the story. The pri- 
vate building and the private mortgage indebtedness is not covered 
in these records. 

Mr. Tuomas. That is true but how are you going to get any good 
out of this information? You are not going to do much with $1,- 
800,000. These little towns and these small towns are entitled to the 
same information that the big ones are entitled to. This is a tre- 
mendous area that you are going to enter and investigate as to how 
many houses they have and the different types of them and get some 
reasonable idea of what it will take to renovate them. The shifts in 
population and the changes which have come about because of those 
shifts is information that you are looking for. 

Maybe you can find out the number of houses very quickly, whether 
there are 3 bedrooms in them, 2 bedrooms or 1, as to those which have 
been built in a period of 18 years since, say, 1938. 

Dr. Tarver. But you still have to go to them to get that infor- 
mation. 

Mr. Yates. Do you not think this would cover the points that Mr. 
Thomas raised? Would not a study at this time show the actual shifts 
in population which have been made and give some of the answers to 
the questions that Mr. Thomas asked ? 

Dr. Taruper. Yes, we will get that from a comparison with the 
1950 census, which is the last comprehensive census of this matter that 
we had. To do this for all individual places would take a full census 
of housing and that is not scheduled to be done until 1960. 

Dr. Burerss. We recognize those conditions, and cover as much as 
we can. 

The other factors which have been brought in are important and 
have to be included in order to round out the story. We have talked 
with many people who are in touch with the housing situation. I 
personally, along with Dr. Taeuber, have had discussions with vari- 
ous groups who are interested and they indicate that this will assist 
in the coordination of information, and where they do not have the 
general picture, this will give them most of the information they need. 
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COST OF 1950 SURVEY 


Mr. Bow. Will the gentleman yield? 

Mr. Tuomas. Yes. 

Mr. Bow. You made a similar survey in 1950, is that correct? 

Dr. Bureess. The census of housing provided this information in 
1950, yes, sir. 

Mr. Bow. What was the cost of that in 1950? 

Dr. Bureess. Approximately $18 million. That was a part of the 
same job as the census of population and agriculture. 

Mr. Bow. That was the overall cost ? 

Dr. Burgess. Yes, sir. 

Mr. Bow. But you cannot break down what the cost of this par- 
ticular item was in 1950? 

Dr. Bureerss. No, sir. 

Mr. Bow. That is all, Mr. Chairman. 


PLAN OF OPERATION 


Mr. Preston. We will insert in the record at this point the para- 
graph at the bottom of page 151, referring to the plan of operation, 
and the portion of the paragraph continuing over at the top of page 
152. 

(The matter referred to is as follows:) 


PLAN OF OPERATION 


The national housing inventory will use the same definitions and the same 
general procedures which were used in the 1950 census of housing. It will use 
the information from that census and relate it to the situation at the time of 
the survey in order to measure the types of changes in the housing supply since 
the 1950 census. The enumerators will visit approximately 1,150,000 homes in 
70,000 predesignated small land areas located in 688 counties and independent 
cities in all 48 States. Particular attention will be paid to areas in which there 
have been drastic changes in the housing supply, whether through new con- 
struction or through demolitions. 

The survey will be conducted in the fall of 1956 by enumerators who will 
eollect information on all changes which have occurred in dwelling units in the 
sample areas by matching the current enumeration with the 1950 census of hous- 
ing, unit by unit. Additional information will be collected from a subsample 
of approximately 188,000 units to provide information on the characteristics of 
the home, on the facilities included in it, the types and status of mortgages, and 
information about the various groups in the population who occupy the housing. 
The results will be published for the Nation as a whole and for 35 metropolitan 
areas. These are the 25 largest and 10 others to be selected in consultation with 
Federal agencies. 


NUMBER AND TYPES OF POSITIONS 


Mr. Preston. How many people will be involved in this? 

Mr. Avexanpber. This will involve a total of 1952 positions. 

Dr. Burerss. Yes. 

Mr. Preston. Permanent positions? 

Mr. ALexanper. These are temporary positions to be added for just 
1 year to finish this job. They will be part time or temporary jobs. 

Dr. Burress. The average number of positions is 404. 
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1958 Censuses OF Busrness, TRANSPORTATION, MANUFACTURES AND 
MineERAL INDUSTRIES 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: f 
1958 censuses of business, transportation, manufactures, 








and mineral industries (total obligations) .......- aeactalnctaanecer iis eee $150, 000 
Financing: ; 

Appropriation. ........cccecccccencecesccneeenccenceecnn| once cower ecnnn|-ncneneescenee 150, 000 

Obligations by objects 
Object classification 1955 actual | 1956 estimate | 1957 estimate 

Titel er OF AS IN sii wiih on dniennncasinticialowecseténaseneslaneadencceces 73 

A VGRRN CITT DOF Gr Gir CRON OOS cnn dntccccwencccsacusneseneinesascncsen el 27 

Number of employees at end of year. ..................---.....]- . , hes shee 73 


A verage salaries and grades: 
General schedule grades: 





a icc ch de vcotspeca ave asin Sepia tapincgnib i at Mt lieth tas es $5, 057 

IS ic dtebndcnn citencaneminbeserdedanens chal ndinan witmwaweds GS8-6.3 

Ol Pes Bree: POTTMAMODS HOGIMOUIE, 50 cnn owes we ciscc loci ccnsncsececleosicecesccce $143, 200 

GR SE tt. nc ond Soeee Rha kbidaedide dedeeddirenaseldawasnn SuadaelSemeke Scie | 1, 000 

04 Communication services.........-.----. iol aedh sssichg sas cw sce ake areca dpi octal lho ta Vac ideas rio ead | 1, 000 

Oe ee oe sii ceacen gaduawindsseccscnelauntausaceuses etsesedcawencat 1, 000 
0? Other contractual services: Services performed by other 

DCE iiinic a cknncocncnud sscacccensadcswecessneeeanessou}ous pastas Witinaaanbigalemees 3, 000 

IE ie era recanenccccdiewenetcdbnnaduldtcewesescuwss anousteceness 800 

Nicest sherd  w teh ards tek et igs eaph ith des aalloearinaiecetn tne barns betradiaeeaie 150, 000 





Budget authorizations, expenditures and balances 


| 1955 actual |1956 estimate | 1957 estimate 





BUDGET AUTHORIZATIONS AVAILABLE 
I nae icansics eddie enc sbaccdcbuaniadiedssesadadtecantasesacauelscaenens wiz | $150, 000 
EXPENDITURES AND BALANCES S ' . 
Total expenditures (out of current authorizations) -........-- bcmnbienwanwe eae 139, 000 
Obligated balance carried forward...........-...-......--.-. dihena wine ta sab aldls te nhe ei aebiied 11, 000 
Total expenditures and balances..............-......--- ec ee oo ae 1 50, 000 


\ | 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item is 1958 censuses of business, transpor- 
tation, manufactures, and mineral industries. That is on page 13 
of the committee print and page 155 of the justifications. 

We will insert in the record pages 155 and 156 of the justifications at 
this point. 

(The matter referred to is as follows :) 
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Summary of requirements 








Appropriation, 1956........- jnnnaniidactdaad dea bade unin wen vtiaian smi 0 
a i itl ella edd eatin anemnegindibebaamanaeie 0 
Net difference, 1957 over 1956: 
Requirements Difference, 
By activity nae eens aetna seein CED 
1956 tT ee. 
estimate estimate , 
1958 censuses of business, transportation, manufac- 
tures, and mineral industries_....................- 0 $150,000 | +$150, 000 
I a 0 150, 000 +150,000 +$150,000 
‘Potal melas OF GOR ORTINANG: TOT « «in sinvidvccctccimsscesnstcdscccsesnsccccchcensaccts 150, 000 
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Mr. Preston. This is a request for $150,000. Would you comment 
on this, Doctor ? 

Dr. Burcess. This is a part of the necessary preparations for the 
censuses covering the year 1958 of business, transportation, manufac- 
tures and mineral industries that are in the law, and which are called 
for at that time. Our experience indicates that it is very desirable 
to get some stages of the preparation for such a census under way now, 
when we can look over our experience as we are just winding up on 
the 1954 census. 

Mr. Grieves is in charge of that area and is familiar with the work- 
ings of that. 

Mr. Preston. What is your prediction as to the cost of the census 
when you get around to requesting money for it? 

Dr. Burcess. This would be something on the order of $13 million, 
I presume, or by looking ahead and preparing we might find it would 
be less. 

Mr. Grieves. It is a little early to be specific but I certainly would 
look forward confidently to another reduction in cost. If we cannot 
have a little time to do certain streamlining of these operations and do 
not have time for planning and completing each step in its right order, 
however, the program might cost more. 

For example, we have to know precisely what we are going to do in 
great detail before we are able to put the electronic data processing 
machines to work. Therefore, it is very important to get the early 
negotiations out of the way and set up the general framework of 
the census so that we can attend to the tedious task of writing the 
instructions to the electronic machines. 

Mr. Preston. How often do you take this census? 

Mr. Grieves. Every 5 years. 

Mr. Preston. Have you been taking it every 5 years? 

Mr. Grieves. It has a long history. They have actually varied 
from 10-year to 2-year intervals and the law was rewritten in 1948 to 
provide for a uniform 5-year program. 

Mr. Burcess. In 1953, there was a delay in beginning this. It was 
postponed to 1954, and thus our 1958 census comes 4 years after the 
1954 census. 

Mr. Grieves. There is a very good reason, Mr. Chairman for the 
1958 year and that is to get the work out of the way before we go into 
the great decennial census. The 1958 year is very important to the 
success of this operation for this reason. 

Mr. Tuomas. This $150,000 is a transfer from the agriculture cen- 
sus: is it not? 

Mr. Burcess. No, sir. 

Mr. Tuomas. Where is it from? 

Mr. Burcess. This is a new appropriation. The transfer is the 
next item. 

Mr. Tuomas. I thought it was a transfer. 

Mr. Burorss. It is the next item. The transfer is for $900,000. 

Mr. Tuomas. I want to know what became of the rest of that $1 
million ? 

Mr. Bureess. I think the rest of it 

Mr. Tuomas. Well, we will take it up when we get to it. I thought 
it was transferred here. 
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a 2rro rere [TTA OTTTpra y = ' —— 
Censuses oF Busrness, MANuractrures, AND Mrnerat INpUsSTRIES 
i Program and financing 
3 1955 actual | 1956 estimate | 1957 estimate 
¢ Program by activities: 
3 1. Census of business... .............- ineaietiaasen ms $4, 624, 875 $2, 875, 513 $677, 247 
3. Census of manmutaotures......66.4600<0----- enebeaislaceides 2, 163, 612 1, 832, 997 sH4. 187 
3. Census of mineral industries. . --- ieiainsaiaainmaiabnias ae 583, 410 544, 490 153. 629 
an NS ni th en an ined ete pecaceleneden ; 7, 371, 897 5, 253, 000 1, 195, 063 
Financing 
Unobligated balance brovght forward...........----- Se la —1, 188, 063 —295, 063 
Unobligated balance transferred from “Census of agric ule 
ture, Bureau of the Census’”’ (1957 A ppropriation Act)....)....-.-..----.|-.--- sy —900, 000 
Unobligated balance carried forward_.................---.- 1, 188, 063 295, 063 ; 
BT 8, 559, 960 4, 000, 000 7 nts 
Proposed supplemental due to pay AAI cn. casi ca cddukintu aces 360, 000 a alin 
Obligations by objec Cc ts 
Object classification 1955 actual | 1956 esiimate | 1957 estimate 
BUREAU OF THE CENSUS 
Total number of permanent positions 109 149 149 
Full-time equivalent of all other positions---- 987 804 130 
Average number of all employees- -- 1, 091 953 210 
Number of employees at end of year-- ueiheeiesas ; 1, 475 420 0 
Average salaries and grades: 
General schedule grades: 
Average salary a $4,711 $5, 074 $5, O57 
Average grade... Nts dmieieestd as GS-2,2 GS-6.4 GS-6.3 
Ungraded positions: Average salary 4, 198 4, 198 
01 Personal services: 
Permanent positions See $508, 271 $779, 250 $473, 200 
Positions other than permanent--- . 3, 522, 200 3, 062, 511 534, 962 
Regular pay above 52-week base-. ieee 1, 954 2, 500 
Payment above basic rates winasweaiiniehdel 257, 472 200, 000 
Other payments or personal services = 15, 162 
Total personal services nd 4,305, 059 4, 044, 261 1. OR, 162 
02 Travel 84, 417 60, 567 11,750 
03 Transportation of things ae 61, 001 11, 750 92 
04 Communication services aie ef tele 342. 185 | 193, 215, | 14. 441 
05 Rents and utility services a 277, 408 124, 684 5, 881 
06 Printing and reproduction... Neil onl 490, 347 232, 265 111, 948 
07 Other contractual services Sas | 297, 351 218. 179 9. 217 
Services performed by other agencies - 480, 122 49, 800 | 3, 000 
O8 Supplies and materials ee 281.769 | 198, 421 | 16, 740 
09 Equipment ; : 665, 681 22, 886 5, 832 
13. Refunds, awards, and indemnities.-.-.-..-- aaa eae Oe Seto 3 beech i cena) 
15 Taxes and assessments... iattbiasieh aeciendeacs das wena 47,724 26, 000 3. 000 
es Se Ge SANS. oon cn ce menccnsneuceucasess 7, 327, 119 5, 187, 028 1, 190, 063 
ALLOCATION TO RUREAU OF OLD-AGE AND SURVIVORS INSURe | = 
ANCE, DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE | 
‘Total number of permanent positions , 15 | 15 
Average number of all employees baa 11 | 15 1 
Number of employees at end of year . Sadan 11 | 15 
Average salarics and grades: 
General schednle grades: | 
Average salary _. na -----------| $3, 150 $3, 386 
Average vrade_.- ; ’ dha asetsdilies al | GS-2. 6 GS-2. 6 
01 Personal) services: | 
Permanent positions-_-.- as incaanpcaskesened } $35, 609 $53, 775 |-- ‘3 : 
Positions other than permanent_......-----.---------- cies ; $4, 000 
Regular pay above 52-week base_............--------- 140 225 : 
; ee: BENNO TODOS... . cocntncantaccdcccessens e 954 
: Total personal services_. nasil ndiele 36, 703 54, 000 4,000 
2 05 Rents and utility services... _- — cadeananbiesd | 1, 590 2. 370 170 
’ OD. ee cnn icnecccccscunnosne 1, 233 1, 900 140 
& 07 Other contractual services. ...........---.-.-----.-------.| 103 160 |. ? 
# 08 Supplies and materials... -.-. sii apis again see! &akoeiieniadine 5, 149 7, 542 690 
' Total, Bureau of Old-Age and Survivors Insurance. ...- 44,778 65, 972 5, 000 
8 TR ic vncaicasoantineese Shataiaaaeeias 7, 371, 897 5, 253, 000 1, 195, 063 
é mos a+ — - — -— - - 
. 75136 ‘ 
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Budget authorizations, expenditures and balances 





1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appronriation $8, 430, 000 | Pe, SE OED Pitas caccccecue 
Transferred from ‘Salaries and exve nses, Business and Defense 
Services Administration” (69 Stat. 240) cs . PED Dicunraaee ested dbbaGliginadas 
Adjusted appropriation. _- : 8, 559, 960. CG OOD fas br sivaws cic 
Proposed supplemental due to pay increases 360, 000 
Balance brovght forward: | 
Unobligated __-. ee ; ‘i 1, 188, 063 $295, 063 
Obligated ‘ 1, 192, 315 447, 937 
Balance transferred from ‘‘Census of agriculture, Bureau of | | 
the Census’ (1957 Appropriation Act) - __- ‘ / i oe 900, 000 


Total budget authorizations available oe tee 8, 559, 960 6, 740, 378 | 1, 6 43, 000 
EXPENDITURES AND BALANCES 


Expenditvres 


Out of current authorizations : ba 6, 179, 582 3, 297, 000 ae oe : 2 
Ovt of anticinated supplemental app ropriz ition : = ; r 346, 150 | 13, 850 
Out of prior authorizations sie sida 2, < B54, 228 | 1, 530, 150 

Total expenditures ‘ ‘ wae 6, 179, 582 5, 997, 378 | 544, 000 

Balances carried forward: 

Unobligated ; ‘ iis 1, 188, 063 295, 063 ea a 
Obligated a hike . ‘ 1s 1, 192, 315 447, 837 | 99, 000 

Total expenditures and balances_.- ; g 8, 559, ' 960 6, 740, 378 | 1, 643, 000 


SUMMARY JUSTIFICATION DATA 


Mr. Tuomas. The next item is “Census of Business, Manufactures 
and Mineral Industries, 1954.’ 

Dr. Burerss. Yes, sir. 

Mr. Tuomas. This item appears on page 14 of the committee print 
and at page 161 of the justifications. 

We will insert into the record at this point pages 161 and 162 of the 
justifications. 

(The pages referred to follow :) 


Summary of requirements 




















Appropriation, 1956 sini --------- $4,000, 000 

Proposed supplemental due to pay increases - - based een ema’ neal 360, 000 
T otal anticipated appropriations-_. rn Sénescaregahie ubwddde dae ie $4, 360, 000 
Add: Unobligated balance at end of fiscal year 1955____---- ala ilar eae. FY 
Deduct: Unobligated balance at end of fiscal year 1956__........-.------ sili arta te lca 295, 063 
Base for 1956- sf i erhalten iv te oso enna dr cl naa Dinittnainhibtidetiendatttakd tthe tie COGS hick 5, 253, 000 

Requirements Difference, 

Activity oe ———| increase (+) 

P 1956 | 1957 | eens 

adjusted | estimate | ca 

Census of business ‘ --| $2, 875, 513 | $677, 247 | —$2, 198, 266 

Census of manufactures : 1, 832, 997 | 364,187 | —1, 468,810 

Census of mineral] industries . - ; 544, 490 153, 629 —390, 861 
Gross requirements 5, 253, 000 1,195,063 | —4, 057, 937 —4, 057, 937 
1, 195, 063 
Less unobligated balance from fiscal year 1956.........------- sbé fa —295, 063 
Estimate of additional requirements to be made available by transfer from census of agriculture - 900, 000 
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CURRENT STATUS OF PROGRAM 


Mr. Tuomas. This represents a transfer of $900,000 from the census 
of agriculture. 

What is the current status of this work, Doctor ? 

Dr. Burcess. The 1954 censuses are being published, you can almost 
say, day by day. 

The preliminary reports for each State for retail trade were com- 
pleted in January 1956 and there are similar reports for wholesale 
trade which were completed in February, and we have some prelimi- 
nary reports by industry for the census of manufactures. 

Othe rs are moving along and the mineral industries are coming out 
and are spreading out a little more. 

The existing appropriations will cover all we have to spend in the 
current year, fiscal 1956. However, looking ahead and planning for 
the reports that are wanted to wind up the censuses running into fiscal 
1957, we find we need this $900,000. 

We suggested a year ago that we would need $655,000 more than the 
$4 million that was appropriated. There was a qualification on the 
action taken that if it were found we could not do what was needed 
to carry out the program, it was assumed we would ask for additional 
money. 

We have talked with certain of the Senate and House committees, 
and we find for some of the figures that are wanted by those com- 
mittees, such as concentration studies, notably, we have to build up 
some of the projects that we had in mind. 

The question was raised about getting this from the census of agri- 
culture. We find there that through having a smaller number of farms 
and having favorable weather and I think an efficient operation, we 
will not need $1 million which had been appropriated. Previously, 
we asked for $100,000 of that for the supplemental in foreign trade. 


UNEXPENDED BALANCE AT END OF 1956 FISCAL YEAR 


Mr. Tuomas. What is going to be the unexpended balance for agri- 
culture ¢ 

Dr. Burcess. You mean at the end of this fiscal year? 

Mr. Tuomas. Yes, sir. 

Dr. Burcess. I think Mr. Alexander has the figures on that. 

Mr. Avexanper. We will have $1,668,000 unexpended at the end 
of this fiscal year. 

Mr. Tuomas. Does the $1.6 million take into account the $150,000 
and the $900,000 ¢ 

Mr. Avexanper. The $150,000, Mr. Chairman, is a new appro- 
priation. 

Mr. Tuomas. That does not come from that, then ? 

Mr. ALExANnper. No, sir. 

Mr. Tuomas. In other words, only the $900,000 does ? 

Mr. Avexanper. That is right, sir, in this bill. 

There was requested in the Second Supplemental Appropriation 
Act authority to transfer $100,000 from the census of agriculture in 
order to accelerate the work on foreign-trade statistics. 

Mr. Tuomas. With your $1 million and everything, what would 
be your unexpended balance at the end of the year, allowing your 
$900,000 transfer ? 
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Mr. Avexanper. Taking into consideration this $900,000 and assum- 
ing that is transferred as “well as the transfer of $100,000 for foreign 
trade, the unexpended balance would be $668,000, all of which will be 
needed to complete this census by next December ; - at is, to complete 
the census of agriculture by the middle of fise: al 195 

Mr. Tuomas. You will need it, then, will you? 

Mr. ALEXANDER. Yes, sir; we will need the $668,000. 

Mr. Tuomas. I see you bracket out agriculture in your breakdown 
of this matter. 

Mr. Arexanper. The appropriation previously made for the 
censuses of agriculture is available for obligation and expenditure 
until Dee vember 31,1956. 

Mr. Tuomas. You state “to remain available until December 31, 
1956” ¢ 

Mr. ALexanperR. Yes, sir; so no additional appropriation is neces- 
sary to finish it. 

Mr. Tuomas. However, you said something about 1958. 

Mr. ALEXANDER. That was a mistake. It is the middle of fiscal 
1957. 

Mr. Tuomas. I was going to say that you cannot use any of these 
funds beyond 1956. 

Mr. ALExANpvER. That is right. 

Mr. Tuomas. At the end of the calendar year 1956 these funds will 
all beexhausted. Isthat what it adds up to? 

Mr. ALexAnper. That is what we expect. 

Mr. Tuomas. Do you contemplate an unexpended balance for the 
fiscal year that will end on June 30, 1956? 

Mr. Arexanper. We expect to have $668,000. 

Mr. Tuomas. In what categories ? 

Mr. Atexanper. For the censuses of agriculture. The $900,000 
which we are proposing to transfer to the censuses of business and 
manufactures will be added to an estimated amount of $295,000 
already available. So, for those 2 censuses we expect of all moneys 
already appropriated that there would be $ $668,000 left to spend in 
agric ulture and $1,195,000 left to spend for the censuses of businesses 
and manufactures. 


VIEWS OF THE SUBCOMMITTEE ON Economic STATISTICS OF THE JOINT 
COMMITTEE ON THE Economic Report 


Mr. Yates. I would like to point out in the record at this time that 
I have received a communication from Congressman Richard Bolling, 
chairman of the Subcommittee on Economic Statistics of the Joint 
Committee on the Economic Report, in which he states that his com- 
mittee recommends that the : appropriations requested in the appro- 
priation for the Bureau of the Census for a national housing survey 
in the amount of $1.8 million be granted. The letter reflects the Joint 
Economic Committee’s concern about adequate information on con- 
struction activities to determine if it may be expected to continue at a 
high level. 

Mr. Tuomas. Of course, that information which they are going to 
get will not determine nor shed any light on the situation and it will 
keep on at a certain level. I got the letter, too. I think it might 
be well to put the whole thing into the record. 
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Mr. Yates. All right. 

Mr. Bow. I think the record might show that all members of the 
committee received a copy of the letter. 

Mr. Yares. All same of the committee having received a copy 
of the letter, with the chairman’s permission, I will give it to the 
reporter so that it may be inserted into the record at this point. 

(The matter referred to follows:) 


CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON THE Economic Report, 
March 21, 1956. 
Hon. Prince H. PRESTON, 
Chairman, Subcommittee on Department of Commerce and Related Agencies, 
Committee on Appropriations, 
House of Representatives, Washington, D. C. 

DEAR PRINCE: I am writing to express the interest of the Joint Committee 
on the Economic Report in certain statistical programs included in the budget 
request for the Department of Commerce for the fiscal year 1957. 

In recognition of its concern for adequate and accurate statistical data 
upon which economic policies may be founded with maximum confidence, the 
Joint Economie Committee 2 years ago established a Subcommittee on Eco- 
nomic Statistics to appraise available statistics and recommend needed im- 
provements. During the past 2 years this subcommittee has made a continuing 
appraisal of the adequacy of available statistical data for the important pur- 
poses for which they are used. It has conducted hearings during which govern- 
mental and nongovernmental organizations have discussed needs for data, 
weaknesses in present series, and means of bringing about improvements. At 
its request, five groups of expert consultants were appointed by the Federal 
Reserve Board to appraise data now available in certain areas—inventories, 
Savings, and consumer and business expectations—and their reports were dis- 
cussed with the subcommittee. In addition, the full committee last year devoted 
a session to economic statistics, at which representatives of business, labor, 
and research organizations stressed the importance to all groups of accurate and 
prompt statistical data on the functioning of the economy and called attention 
to areas in which improvements are needed. Other suggestions have resulted 
from the work of subcommittees of the Joint Economic Committee dealing with 
economie stabilization, low-income families, foreign economic policy, and Federal 
tax policy. 

Many of the improvements included for statistical programs in the 1957 
budget result from the reports and recommendations of the Joint Economic 
Committee. Among those of direct interest to the committee are the following 
projects to be conducted by the Department of Commerce: 

(1) In the Business and Defense Services Administration, the increase of 
$600,000 for construction statistics is considered essential because of the in- 
adequacy of the present program for measuring changes in this significant 
economic activity. Additional funds for the construction statistics program 
were included in the budget request for fiscal year 1956 but were not granted 
by the Congress. In Senate Report No. 1309 the Joint Economic Committee 
stated (p. 2): 

“* * * we find it most unfortunate that no funds were provided (in appropria- 
tions for 1956) for improvement in construction statistics. One of the most 
important forces in our current prosperity has been the continued high level of 
construction. In any appraisal of the economic outlook it is essential to know as 
much as possible about the health of this industry. Failure to provide any of 
the requested improvements leaves us with inadequate and scattered data which 
reflect only long-term trends or the largest changes in construction activity.” 

(2) In the Office of Business Keonomics, the incerase of $240,000 is directed 
toward meeting specific recommendations made by the Joint Economic Com- 
mittee and its subcommittees, for improving and remedying inadequacies in (a) 
estimates of consumer expenditures in the national income and product accounts; 
(b) estimates of manufacurers’ inventories; (c) estimates of expenditures for 
plant and equipment; and (d) estimates of changes in the business population. 
The Joint Economic Committee is particularly concerned with the work of the 
Office of Business Economics, which is essential for current economic analysis, 
and with the improvements proposed in its programs for 1957. 
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(3) In the Bureau of the Census, the increase requested for the development 
of monthly estimates of changes in retail inventories is directly in line with the 
recommendations made by the Subcommittee on Kconomic Statistics; and the 
increase requested for a survey of advance public-works planning is to provide 
information important in considerations of economic stability. Similiary the 
appropriation request of $1,800,000 tor a natonal housing survey reflects the 
Joint Economic Committee’s concern with adequate information bearing on 
construction activity, and whether it may be expected to continue at a high level. 
The appropriation of $2,100,000 requested for the 1957 Census of Governments is 
of interest to this committee because of the need for up-to-date information in 
appraising the economic impact of this large segment of the economy. Other 
increases in the Bureau of the Census are endorsed by the Joint Economic Com- 
mittee for their general importance in the system of Federal statistics: mainte- 
nance of the adequacy and timeliness of statistics of United States imports and 
exports; publication of the biennial volume on County Business Patterns; and 
preparatory work for the 1958 censuses of business, transportation, manufac- 
turers and mineral industries, to which many series of current economic indi- 
cators are keyed. 

Congressman Talle, the first chairman of the Subcommittee on Economic 
Statistics, joins in expressing the belief that these increases are essential to 
bring about improvements needed in the basic data used in appraising current 
economic trends and formulating programs directed toward economic growth 
and stability. 

Sincerely yours, 
Dick Bolling 
RICHARD BOLLING, 
Chairman, Subcommittee on Economic Statistics, 
Joint Committee on the Economic Report. 


CENSUS ENUMERATIONS SHOWING FREQUENCY AND AUTHORITY 


Mr. Tuomas. Are there any further questions ? 

( No response. ) 

Will you detail at this point in the record the classifications of 
specific enumerations of the projects that you are proposing to under- 
take a census of, and the dates ? 

Can you run through them right quick and give us the big main 
ones, and supply the rest of them for the record ? 

Dr. Burgess. Do you mean according to law / 

Mr. Tuomas. Yes. 

Dr. Burcess. We have population and housing censuses which “) 
to be taken every 10 years in the years ending in zero. That is, No. 

We have the Census of Agriculture whic th is to be taken every 5 
years. And we enumerate every 5 years on that, for years ending in 
4or 9 

Then we have the economic censuses covering manufactures, and 
mineral industries, retail trade and wholesale trade, and service trades, 
the last three of which we call business. Those censuses are to be 
taken every 5 years regularly for the years ending in 3 and 8. 

Mr. Tuomas. Go ahead. 

Dr. Burcess. We take the censuses of governments every 5 years for 
years ending in 2 and 7. 

Mr. Tromas. Censuses of the governments? I thought it was every 
10 years. 

Dr. Burcess. It used to be 10, but a new law made that every 5 years. 

Mr. Tuomas. Go ahead. 

Dr. Burerss. The new law has not functioned yet. In 1952 it was 
not taken. 
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Then we have the census of religious bodies which may be taken 
pS « 
every 10 years. 


(The additional information requested follows :) 


Census enumerations, frequency, and authorities 








Subject Frequency wh one Present authority 
MAJOR CENSUSES RE- | 
QUIRED BY Law! | 
| 
Population. --...........- | Decennial, years ending in 0.___.-..--- 1790 | 46 Stat. 21, 13 U © 141. 
Housing ? Siaitiacipintilinitsgaialcnd i a a ak a | 1940 | 63 Stat. 413, 42. | C. 142, 


DOT ROEID So npdccnmeninmet “Quinquennial, ye ars ending in 4 and 9 | 1840 | 46 Stat. 21, 13 U. 8. Cc. 141; 


66 Stat. 736, 13 U. 8. C. 146. 
} 








DORI: «csi decticiiviee Decennial, years ending in 9.......---- | 1890 | 46 Stat. 21,13 U. S Cc. 141. 
Drainage ntemteesic re ae eee ee -| 1920 | Do, 

Manrfactres 3__________- “Qt inquennial, ye! ars ending in 3.and 8_| 1810 | 62 Stat. 478, 13 U. S. C. 131. 
I ae aed 1840 Do. 

RR i ee ios ee ARS See oe ee oe eee 1930 | Do. 

Transnorta tion ied RR ea ee a a ‘ Do. 

Governments 6_____....-.- “ Quinque nnial, years ending in 2and 7.| 1850 | 64 Stat. 784. 13 U.S. C. 
Religious bodies !_......-- | Decennial, years ending in 6__._..-- 1880 | 34 Stat. 218, 13 U. 8S. C. 10 





134 Stat. 218, 13 U. 8. C. 101, 102, authorizes the Director of the Census to collect decennially data on 
religiovs bodies, crime, and on defective, dependent, and delinquent classes. The most recent census 
under this authority was the census of religious bodies for 1936. Such censuses are not mandatory. 

2? Housing inquiries have also been included as part of the population censuses. 

3? Biennial until 1947. Not taken 1941, 1943, and 1945 because of war situation. 

4 Previously decennial. Last taken in 1939. 

§ Not yet taken. Next scheduled for 1958. 

6 Not taken in 1952. 


Mr. Tromas. It is always nice to see you and your very capable 
staff here, Dr. Burgess. 


Dr. Burcess. Thank you, sir. 


Turspay, Marcu 27, 1956. 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
WITNESSES 


FREDERICK H. MUELLER, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 


CARL F. OECHSLE, DEPUTY ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

CHARLES F. HONEYWELL, ADMINISTRATOR, BUSINESS AND DE- 
FENSE SERVICES ADMINISTRATION 

WILLIAM C. TRUPPNER, DIRECTOR, INDUSTRIAL MOBILIZATION 

PHILIP G. ASHER, DIRECTOR OF ADMINISTRATION 


WALTER W. SCHNEIDER, CHIEF, CONSTRUCTION STATISTICS AND 
ECONOMICS 


Mr. Trromas. The next item for consideration is that for the Busi- 
ness and Defense Services Administration. 

We have with us a very distinguished gentleman and a friend here, 
but he has not furnished us w ith ¢ a statement. 

What about it, Mr. Secretary? Do you have a little statement here 
for us? You need not make it too short, either. 
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STATEMENT OF ASSISTANT SECRETARY FRepERICK H. MUELLER 


Mr. Mvuetier. Mr. Chairman and gentlemen, this is my maiden 
appearance, shall we call it, before this committee. 

Mr. Tuomas. Well, that makes it better. Go ahead. 

Mr. Mvuetier. I understand that yesterday afternoon the state- 
ment which I prepared to present to this committee covering the 
various activities that are under my direction was presented, and 
entered on the record. 

Now, that statement in itself was a very brief statement, and pos- 
sibly to conserve time I will just brief that brief. 

Mr. Tuomas. That is all right. You are ringing the bell now. 

Mr. Mvetier. Under me, as you know, is the Department of Census 
which has Dr. Burgess and his staff, and whose budget was just very 
carefully analyzed for you. I also have the Business and Defense 
Services Administration, and the Office of Business Economies. 

While all of these budgets were prepared prior to my coming on 
board, which was about 4 months ago, I have reviewed each and every 
one of these budgets fairly minutely, especially with reference to 
increases that may have been requested. 

Mr. Tuomas. Are they in good shipshape now ? 

Mr. Mvetter. I think they are in excellent shape. 

Mr. Tuomas. We could not cut them more than 10 or 15 percent; 
could we, Mr. Secretary ? 


WORKLOAD FROM OTHER GOVERNMENT AGENCIES 


Mr. Mvuetter. I do not think so, if I may just request that this com- 
mittee accept what we are recommending because, frankly, I have 
found this true, especially in the Business and Defense Services Ad- 
ministration: We have a number of delegations from other depart- 
ments of the Government, especially from ODM, which piles on work 
after work. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Mueutier. I will say that there is never any appropriation 
which goes with these delegations. We do have considerable work to 
perform under these delegations. For instance, I will just give you 
one item: The Office of Area Development, which is under BDSA, is 
charged with the responsibility of recommending a dispersal pro- 
gram for all industries with respect to a mobilization base. 

Mr. Tuomas. That involves our friend Mr. Petersen over in the 
Civil Defense who is doing that. We cannot put that on Mr. 
Flemming. 

Mr. Murtier. Wait a minute. It comes from ODM, because it is 
necessary for the Office of Area Development with a $127,000 budget 
to give attention to those factors all over the country, and it is almost 
an impossibility with a limited staff. 

In that particular division of the BDSA we are asking for an 
additional appropriation of $240,000. 

Mr. Moore. I believe that figure is $250,000. 
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Mr. Tuomas. Mr. Secretary, do you want this to reach the point 
where anyone up in good old ‘Boston who w ants to build a house for 
all I know, but certainly a factory or a mill, is going to have to go by 
Brother Petersen’s office over there, and vet permission before he can 
build it? That is what you are heading for. 

Mr. Mvuetier. No; it is not that, sir. It is only when a facility is 
connected with defense. 

Mr. Tuomas. Well, some of the gentlemen tell me out in California 
that they are trying to locate a hospital out there and Mr. Petersen 

was trying to tell them where to put the hospital. 

Mr. Muetuer. Well, of course, maybe I should not speak for Mr. 
Petersen, sir. 

Mr. THomas. Well, we will not mix you up with that. You may go 
ahead. I am sorry. 

Mr. Mvue.tirr. That is perfectly all right. 

I, of course, would like to call in Mr. Honeywell. I believe he is 
here. He is the Administrator of the BDSA and he can give you the 
details on the increases which are requested. However, I do again 
want to emphasize that I have given these requests very, very careful 
consideration personally, and I have analyzed them and I am sure that 
they are O. K. 

Mr. Tuomas. We are delighted to have you here, and are glad to 
have your good, firm expressions, and your “business judgment is cer- 
tainly a matter that we are going to respect. It is going to be of 
considerable benefit to the committee. I will tell you that. 


SALARIES AND EXPENSES 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 





Program by activities: 
ra RN os urn ia cali ee eek $265, 506 $267, 000 $267, 000 
reas caesium korean pial rae aceon 432, 286 489, 000 489, 000 
. Marketing and distribution services ; 146, 276 158, 000 158, 000 
SE nee 2, 823, 583 3, 154, 000 3, 754, 000 
. Technical information services. - - S 343, 633 358, 000 403, 000 
i AN oo ae asin ordabacunanuesed 1, 791, 526 2, 047, 000 2, 047, 000 
. Area economic development services--__-.-..---------- oa 117, 656 127, 000 
Total obligations 5, 920, 466 6, 600, 000 
Financing: 
Comparative transfers to other accounts---_-----.-------- 
Unobligated balance no longer available 





Obligations by objects 








Object classification | 1955 actual | 1956 estimate | 1957 estimate 
sii ttemnriiemeliatidvasnaincconelinnaninanbadilpiasinnianetiiil iene aiieceapelise asi — 
Total number of permanent positions J 800 804 883 
Full-time equivalent of all other positions- ‘“ i | 3 4) 9 
Average number of all employees . 735 792 | 866 
Number of employees at end of year | 785 | 800 | 880 
Average salaries and grades: | | 
General schedule grades: | | 
Average salary $6, 659 $7, 182 | $7,117 
Average grade ___-- GS-9.4 | GS-9.4 GS-9.3 
| a 
01 Personal services: 
Permanent positions $5, 016, 613 $5, 698, 600 | $6, 154, 600 
Positions other than permanent__- 28, 448 31, 400 | 47, 400 
Regular pay above 52-week base_ --- 20, 248 21, 000 | 
Payment above basic rates____ 1,812 1, 000 | 1, 000 
Other payments for personal services- -_- 15, 455 | 
j Total personal services------- -- 5, 082, 576 5, 752, 000 6, 203, 000 
: MO, = ee : 211, 864 227, 500 | 290, 900 
7 03 Transportation of things = | 6, 758 6, 300 | 6, 300 
04 Communication services jana ‘ | 133, 156 128, 800 | 135, 000 
05 Rents and utility services_.......--.- aa side to sae 70 ee 
i 06 Printing and reproduction - ; 195, 890 | 205, 100 | 215, 400 
% 07 Other contractual services _- 41, 155 50, 500 81, 400 
i Services performed by other r agencies. 183, 927 164, 200 491, 700 
7 08 Supplies and materials _-_------.- ad 35, 721 43, 000 | 47, 000 
09 Equipment . 22, 760 16, 000 | 22, 100 
13 Refunds, awards, and indemnities. - 70 
15 Taxes and assessments.-_........--- 6, 519 6, 600 | 7, 200 
Total obligations isteece | 5, 920, 466 6, 600, 000 | 7, 500, 000 
} 
j Budget authorizations, expenditures and balances 
: | 1956 actual | 1956estimate | 1957 estimate 
4 sdiiascapinadiiameaiala aeisiihelnaienn Rigen nisiiianeaiciiamercnnleapieiaetinan etiniaennsnneenlli cern nine nivitiileiepancictijuincmpeilietll opin scented 
5 
; BUDGET AUTHORIZATIONS AVAILABLE } | | 
3 Appropriation | $6,320,000 | $6,198,000} $7, 500, 008 
¢ Transferred from “Export control, Bureau of Foreign Com- 
merce’ (68 Stat. 829, 60 Stat. 240)... .................-......} TONG ccscu a 
Transferred (69 Stat. 240) to- 
“Ex>enses, National Bureau of Standards’’___.____- 54, 961 
“Salaries and ex enses, General Administration” ___ ; 10, 000 
“Salaries and exphnses, Office of Business Economics’’__- of —18, 347 saces 
“Censuses of business, manufacturers, and mineral | 
industries, Bureau of the Censt's’ . x —129, 960 
“Salaries and expenses, Bureau of the Census” pe 104, 503 
Adjusted appropriation. ---_- Scars Date kek eae 6, 0! 51, 229 6, 198, 000 7, 500, 000 
Proposed supplemental due to pay incre: ases _ , Beek 402, 000») - 
Obligated balance brought forward ed didnt beddaw das F 783, 994 700, 000 
Total budget authorizations available detacal 6, 051, 229 7, 383, 994 8, 200, 000 
EXPENDITURES AND BALANCES | r % 
Expenditures- 
Out of current authorizations 6 omeaeie 5, 236, 192 5, 513, 400 6, 650, 000 
Out of anticipated supplemental appropri: ition ae sreieuddeiaha Dest 386, 600 15, 400 
Out of prior authorizations iain nic aed ein nacre mie teeta eae 783, 994 684, 600 
F Total expenditures ae 5, 236, 192 6, 683, 994 7, 350, 000 
Unobligated balance no longer available (e xpiring for obliga- 
{ tion) .... toned hig ae abéteaicireaall 31, 043 > ‘ . 
¥ Obligated balance c wried forward.._._____-___- aa al 783, 994 700, 000 850, 000 
4 Total expenditures and balances_-_---..-..........--- 6, 051, 229 7, 383, 994 8, 200, 000 
i <citphlleapili ttle calla tsadiatceasonnings oes edie teil 
4 
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SUMMARY JUSTIFICATION DATA 


Mr. THomas. Let us take up your first Division here, Mr. Secretary. 

The first Division is “Business Defense Services.” 

At this point in the record we will insert pages 501, 502, 503, 505 
507, and 509, as well as page 511 of the justifications. 

(The pages referred to follow :) 


? 


GENERAL STATEMEN' 


The appropriation request for Business and Defense Services Administration 
of the Department of Commerce for fiscal year 1957, in the amount of $7,500,000, 
represents minimum requirements for the discharge of responsibilities relating 
to industry and trade of the United States vested in the Secretary of Commerce 
by the act of February 14, 1903, as amended, and the act of September 9, 1950; 
for the exercise of authority delegated to him under the Defense Production 
Act of 1950, as amended and extended: for the participation in the mobilization 
readiness programs as authorized and directed by the Office of Defense Mobiliza- 
tion; and for the performance of functions and exercise of authorities vested in 
the Secretary under the Rubber Act of 1948, as amended by Executive Order 
9942. The Administration was established pursuant to the authority vested in 
the Secretary of Commerce by Reorganization Plan No. 5 of 1950 by Department 
Order 152. 

The 1957 estimate is based upon continuing the activities at the same rate 
as the fiscal year 1956 plus an increase of $921,000 of which $900,000 is for program 
expansion and $21,000 to replace WOC employees with per annum employees. 
The increases are as follows: 

EP vecutive direction, $21,000.—The recent amendment to the Defense Production 
Act of 1950 and Executive Order 10647, issued pursuant thereto, contain a pro- 
vision which limits the use of WOC employees to positions which are non-policy- 
making in nature. As a result of this legislation, it is necessary to employ 3 
per annum employees to replace the 3 Assistant Administrators who have 
formerly been employed without compensation. The increase of $21,000 requested 
in executive direction will provide for the annualization in 1957 of the three 
Assistant Administrator positions which must be filled by per annum employees. 

Construction statistics, $600,000.—Present estimates of the volume of con- 
struction are unreliable, being based almost exclusively on unverified secondary 
source material requiring arbitrary adjustments affecting 40 to 50 percent of the 
final estimates. No current facts are collected on alteration and repair work, 
or on the use of construction materials. Construction cost figures are mislead- 
ing. It may be noted that the construction industry accounts for 15 percent of 
the gross national product and employs directly and indirectly about 10 million 
individuals. The inadequacies mentioned are well recognized by the Council of 
Eeonomie Advisers, the Federal Reserve Board, and the Joint Committee on the 
Economic Report. Strong and increasing representations from Government, as 
well as industry leaders, to expand and improve the reliability of construction 
statistics have been made repeatedly to the Department of Commerce. It is 
requested that the present program, costing approximately $120,000, be increased 
by $600,000 to provide for an expansion of the program and the presentation of 
needed facts. 

National Inventors Council, $50,000.—The National Inventors Council which 
was created to foster defense inventions has been allowed to shrink to minimum 
levels despite the fact that inventive ideas may spur our defense research and 
save lives. Now, with the endorsement and the support of the Defense Depart- 
ment, we propose to make the Council an active link between the civilian inventor 
and his Government. Competent inventors will be advised of inventive needs; 
promising proposals will receive expeditious action and there will be “follow 
through” with the technical branches of the military services. In summary, 
there will be a national effort designed to enlist the best creative thinking of 
the American people on problems of national defense. It is requested that 
$50,000 be granted in fiscal 1957 to permit staff strengthening to handle the 
workload inherent in this more dynamic approach. It should be noted that the 
Hoover Commission which examined the military research and development 
programs rcommended development of methods for obtaining and developing 
more original and creative ideas. The proposed National Inventors Council 
program will respond to this recommendation. 
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lrea economic development services, $250,000.—Acting on suggestions of the 
President’s Advisory Board of Economic Growth and Stability, the program of 
assisting labor surplus ares in their efforts to deal with their own problems was 
expanded from $55,000 in fiscal vear 1954 to $127,000 in fisenl vear 1956. The 
Office of Area Development serves as a focal point and clearinghouse 1 the 


Federal Government for area groups and delegi ns seekin sistance to relieve 


local area unemployment and to maintain and increase their share of the ex 


panding economy. It has attem::ted to meet the demands of local delegations and 
congressional requests with prompt and orderly handling and, when indicated, 


appropriate units of the Federal Government have been called on and have 
cooperated on the problems on which they were capable of making a contribu 
tion. Experience to date confirms that occasional visits to the field and arm’ 

ngth assistance by means of correspondence is inadequate to solve the prob 
lem. Additional funds of $250,000 are requested for tiscal year 1957 to service 
more adequately and positively the many requests for help from areas of 
inemployment and those with problems of economic growth. 

The 1957 request will provide (@) $267,000 for policy guidance, general super 
vision, and coordination of management activities of the Administration: ()) 
$489,000 for a staff of program advisers and an Office of Small Business to coord 
nate and formulate operating programs; (c¢c) $158,000 to foster and promote the 
development of a more effective system of distribution of goods and services by 


disseminating market facts and distribution information to Government, industry, 
and business; (d) $3,754,000 for 25 industry divisions to carry out the inte 
grated program of industrial mobilization activities delegated to the Departmet 
including studies of mobilization requirements and productive capacity ; posta 
tack industrial planning and plant protection guidance; recommendations on 
stockpiling of critical materials; defense production expansion proposa ind 


priority and allocation controls over materials; promotion of industry and com- 
merce through assembly and analysis of industrial and commercial information 
for use by both Government and business; and to provide a focal point for co 
operation between Government and business in promoting economic stability and 
growth: (c¢) $408,000 for collecting and compiling scientific and technical data 
primarily from Government research and making available upon request to busi- 
ness, industry, the general public, and other Government agencies; development 
of voluntary programs for standardization of commodities; (f) $2,047,000 for 
the operation of the field service, which consists of 33 field offices which, with the 
assistance of local cooperative offices, are the medium through which the infor- 
mation and services of the Department are made available to the business com 
munity on the local level; for gathering information on local business trends 
and developments for use of the Department and other agencies; for providing 
services for the Bureau of Foreign Commerce on export and import operations 
including guidance on regulations and restrictions in effect here and abroad; and 
(yg) $377,000 for advice and assistance to States and local communities in eco- 
nomic development and counsel to industry and Government regarding the 
Federal industrial dispersion policy. 
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Summary of requirements 


d appropriations 
above 52-week | 





ase 


$6, 


198, 000 
402, 000 


Difference, 
- ————-! increase (--) 
1957 oF de- 
crease (—) 





ee 


-+$21, 000 


+-600. OOD 
+50, 000 


+250, 000 


j 
} 
Requirements 
i ae 
| 1956 
ljusted estimate 
iinet wes = > 
| 
Executiv lirection Eee | $246, 000 $267, 000 
Staff service . | 489, 000 489, 000 | 
Marketing and distribution servic 58, 000 158, 000 | 
Industry division 3. 154. 000 3. 754. 000 | 
Tech l f ion services 8, 000 | 408, OOO 
I'k r ( 2, 047, OOF 2, 047, 000 | 
Art ( de lent services 27, 000 | 377, 000 | 
Gross requi OR ge ee Re ..| 6,579, 000 7, 500, OOO 


+921, 000 


esses 


Total estimate of appropriation, 1957 





$6, 


6, 


600, 000 
— 21, 000 


579, 000 


921, 000 
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GENERAL STATEMENT 


Mr. Tromas. The table on page 507 of the justifications shows that 


for fiscal year 1956 you had 792 jobs. 


At this point in the record we will insert a prepared statement by 
Mr. Honeywell. 


(The statement referred to follows :) 


The total amount requested for the Business and Defense Services Adminis- 
tration in fiscal year 1957 is $7,500,000. The estimate has been prepared under 
the seven major activities of «x cutive direction, staff services, marketing and 
distribution, industry divisions, technical information services, field services, and 
area economic development services. I would like to discuss each of these briefly 
and identify the amounts requested. 

No increase is requested for basic functions of the 25 industry divisions. How- 
ever, the delegations from the Office of Defense Mobilization, in this area, have 
created a workload to a point where it is necessary to accept assignments on 
a priority basis. I would like to spend a moment discussing the method of op- 
eration used in carrying out the many programs for which the small staffs of the 
industry divisions are responsible. The Business and Defense Services Ad- 
ministration is responsible for the Office of Defense Mobilization defense pro- 
grams of administration of the Defense Materials System Regulations, ad- 
ministration of M-orders currently in effect, special assistance (specal priori- 
ties and directives), participation in development of national mobilization plans, 
development of standby orders and regulations, development of mobilization 
requirements, bomb damage assessment studies, component studies, industry 
evaluation board studies, tax amortization activities and expansion goal recom- 
mendations, stockpile activities, continuity of production, product classification 
and assignment, machine-tool program, communications, emergency relocation 
activities, and for service to business for the American industrial economy. 
This responsibility is administered through 25 industry divisions, each covering a 
group of related industries. The total average employment for these industry 
divisions, shown in our 1957 estimate, is 385 employees. Approximately 185 of 
these employees are high-level industry specialists, each of whom is responsible 
for the application of the Business and Defense Services Administration pro- 
grams and is an expert in the production methods and industrial organization 
of a subdivision of industry. The remaining 200 employees provide clerical, 
analytical, and stenographic service for these industry specialists. It is the 
job of the industry specialist to coordinate the best thinking of Government and 
industry toward the solution of problems, both current and anticipated, with 
which the Government and industry are faced. 

The plans which are now being devised for industry defense preparedness must 
be practical and capable of being put into effect immediately. The industry spe- 
cialists in our 25 industry divisions, supplemented by a small staff on loan 
from industry without compensation, are the nucleus organization which we must 
rely on for devising a practical system of mobilizing American industry for pro- 
duction in case of an emergency. 

In addition to furnishing employees without compensation to the Business and 
Defense Services Administration, industry also furnishes at no cost to the 
Government a large number of technically qualified representatives of industry 
for membership on task groups, industry advisory committees, and for special 
meetings to discuss company plans for continuity of industrial management. 
These representatives of industry provide additional technical know-how and a 
sounding board for the practicability of regulations and mobilization programs. 

Included in the total amount requested for this activity, $3,754,000, is a special 
item of $600,000, which is requested exclusively for expansion of the construction 
statistics program. The construction industry, probably the largest single in- 
dustry in the country, has many of the characteristics of the agricultural indus- 
tries. It is made up of hundreds of thousands of small establishments; it oper- 
ates in all sections of the country; it has great potential for expansion and con- 
traction, locally and nationally; it is an employment-generating industry; it is 
particularly susceptible to the efforts of policy decisions of Federal, State, and 
local governments and the investment decisions of millions of companies and 
*¢ndividuals. Thus the nature of the industry is such that essential facts about 
it must be compiled by Government. 
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The total absence of certain needed information and the deficiencies in avail 
able construction figures have been pointed out many times by officials of Govern- 
ment and industry. The shortcomings of these data are our No. 1 or No. 2 de- 
ficiency in our economic intelligence. 

The program for which $600,000 is requested was developed only after exten- 
sive consultation with Government and industry representatives. It does not 
satisfy all of the expressed wishes. It has been restricted to those items which 
are primarily of public policy as contrasted to private research needs. 

For executive direction, which consists of my immediate staff and a small 
administrative staff, a total of $267,000 is requested. This provides for a small 
increase of $21,000 to cover the additional cost incident to filling 3 positions that 
were formerly filled by WOC’s with per annum employees. 

For staff services, which consists of the Office of Small Business and a group 
of program advisers engaged in coordinating and directing activities on programs 
which cross all industry divisions—a total of $489,000, is requested. This is no 
increase over the amount presently available. 

For marketing and distribution services, a total of $158,000 is requested. This 
is the amount provided during the current fiscal year for these services, and no 
increase is requested. 

For the field services, a total of $2,047,000 is requested. This is the amount 
being provided in the current fiscal year for this purpose, and no increase is 
proposed for this activity. 

lor technical services, a total of $408,000 is requested. This activity includes 
the collection and compilation of scientific and technical data on Government 
research and the dissemination of such data upon request of industry and other 
Government agencies, the commodity standards program which provides assist- 
ance to industry in the development of new and revised simplified practice recom- 
mendations and commercial standards, staff services to the National Inventors 
Council, and the Trade Associations Division. The $408,000 requested represents 
an increase of $50,000 over the amount provided in fiscal year 1956. This $50,- 
000 increase is requested to expand the National Inventors Council’s program of 
assistance to the military on problems of defense. 

For area economic development services, $377,000 is requested. This activity 
is designed to assist communities which face declining job opportunities, indus- 
trial dislocations, and problems of economic changes to initiate and carry out 
job-building programs. It is also responsible for implementing the recent de- 
fense mobilization order revising industrial dispersion policy to take into account 
advances made in the development of nuclear weapons.. Under this order, it is 
responsible for counseling and advising industry, the general public (including 
local dispersion committees) and Federal agencies in applying the revised policy 
and criteria. An increase of $250,000 over the amount provided for the current 
year is requested to expand assistance to critical labor-surplus areas. The 
increased funds requested will enable us to provide on-the-spot assistance to 
labor-surplus areas faced with the problem of developing new job opportunities. 
We are not in a position to meet all the requests adequately. These tasks and 
others—such as focusing the various available Federal programs on these areas 
all warrant the modest expansion we are asking for this activity judged so 
important by all who have given attention to the problem of spot areas of 
unemployment. 


ANALYSIS OF REQUESTED PERSONNEL AND APPROPRIATION INCREASES 


Mr. Tuomas. In fiscal year 1956, you had 792 jobs and you want to 
increase that number to 866. Dollarwise, for 1956 you had $6,579,000 
and you want to increase that up to $7.5 million. 

How many people did you have on the payroll on November 30, 
1955, or any given time,up to the Ist of January of this year, or your 
latest period ? 

Mr. Honrrwety. We had 801, sir, as of November 30, 1955 

Mr. Tuomas. You were authorized to have how many ¢ 8147 

Mr. Honrywe.w. 814; yes, sir. 

Mr. Tuomas. You have 13 vacancies now; is that right? 

Mr. Honrywe... Yes, sir. 
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Mr. Tuomas. Well, you do not need this increase of 72 jobs; do you, 
if you have 13 vacancies now 

Mr. Honreyrwetu. Well, there is a new operation that is proposed, 
Mr. Chairman, which would.make up these additional personnel. 

Mr. Tuomas. What is that new operation ? 

Mr. Honrywetu. The new operation as far as personnel is con- 
cerned is 40 positions in the construction statistics, with a small in- 
crease in the Inventors’ Council of 9 positions, and also in the office of 
Area Development where there is a requested increased of 30 positions. 

Mr. Tuomas. Let us see what your main activities are. 

For 1957 you show an increase of $21,000 up to $267,000 for executive 
direction. 

How many people are involved in the executive direction program ? 

Mr. Honryrwewu. A total of 29 positions, sir, which includes 17 
housekeeping positions. 

Mr. Tuomas. In other words, your staff there will remain the same. 

How many people do you have in staff services? Are these your 
housekeeping people ? 

Mr. Honrywett. These are not housekeeping people. 

Mr. Tnomas. How many are there / 

Mr. Honrywe tu. Fifty-two. 

Mr. Tuomas. You have 52 housekeeping people for 800 people in 
your Department ? 


DELEGATIONS FROM OFFICE OF DEFENSE MOBILIZATION 


Mr. Honrrwetu. Yes, sir; that, also, I might add, sir, is not entirely 
housekeeping. Those are the staff functions where services are re- 
quired by ODM which cut across all the divisions. 

Mr. Tuomas. What does ODM require of you ? 

Mr. Honrerweu. They require a substantial amount of work under 
delegations which they send to us on defense and mobilization work. 

Mr. Tuomas. Delegate them right now, or delineate them in the 
record. What are they ’ 

Mr. Honerwett. We have the 1 esponsibility under delegations for 
the defense programs and administration of defense materials systems 
regulations, 

Mr. Tuomas. Defense what ? 

Mr. Honryrwe.u. Defense materials systems regulations. 

Mr. Tuomas. What in the world is that ? 

Mr. Honrywetu. Under the NPA that was known as controlled ma- 
terials planning. 

Mr. Tuomas. I wrestled with this for a good many years and I begin 
to recognize it now. 

What materials are we now controlling ? 

Mr. Honrerwe... Practically none, sir. 

Mr. Tuomas. How many people do you have allocated to that job? 

Mr. Honerwe.y. Under the defense materials system ? 

Mr. Tuomas. Yes, sir. 

Mr. HoneyweELt. "They have approximately 5 or 6 staff people as- 
signed to that readiness program, but we do use the defense materials 
system for priority and allowances for Defense and AEC activities. 

Mr. Tuomas. Well, that is five. What is the other delegation? 
That is only five positions. 
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Mr. Honeywewz. The administration of M orders currently in etlect 
and that cuts across into the divisions. 

Mr. Trromas. M orders. What are they ? 

Mr. HoNEYWELL. Mobilization orders, sir. 

Mr. Tomas. What is that function now? Is this a planned pro 
gram, or is it a program which is in being? 

Mr. Honrywetn. It is a program both in being and in planning 

Mr. Tuomas. What does it do? What is the program in be ing? 

Mr. HWonreyweii. Mr. Chairman, may I ask Mr. Truppner to speak 
tothat? He is in charge of that department. 

Mr. Thomas. Very weil. 

Truppner. There ave three basic orders which include M la, 
da, and —lla, and they are used to channel carbon, alloy, and stainless 
steel, copper, brass, and aluminum to the contractors with contracts 

for the Department of Defense for weapons. 

Mr. Tuomas. How many people are involved in that? 

Mr. Truprner. These are the same staff people, sir. 

Mr. YATEs. The same five? 

Mr. Truprener. Yes, sir; on a staff basis. However, the three in- 
dustry divisions involved, of course, carry out an operation. They 
administer them, in other words. . 

Mr. Tromas. You are not allocating any of those basic metals right 
now; are POT 

Mr. Trupener. Not in the civilian market, sir, but we are controlling 
the distribution of those materials and any others — 

Mr. Tuomas. You are controlling the allocation of those metals to 
defense industries ? 

Mr. Truppner. Yes, sir. 

Mr. Tuomas. Just what curbs or what regulations do you have over 
them now ? 

Mr. Trurpner. These three regulations, M-—la, —5a, and -1la, and 
Defense Materials Systems Regulations Nos. 1 and 2, and BDSA 
Regulations Nos. 1 and 2. 

Those regulations are design ied to insure that all production and 
construction requirements are met on sch dduike for defense purposes. 

Mr. Tuomas. Go ahead. Excuse me for taking up so much of your 
time with details. 

What is the other delegation there? Does the delegation invelve 
five positions eltogether ? 

Mr. Honryweuu. No, sir. 

Mr. Tuomas. How many people do you have in your M-3 and M4 
orders under your basic metals ? 

Mr. Honrrwetn. That will include all the people in the divisions. 

Mr. Tromas. How many ¢ 

Mr. Asner. Tf I might state, we do not have any people specifically 
earmarked solely for that function. The Industry Division’s spe- 
cialists work on this program. This involves, perhaps, a total of 25 
people, or the equivalent of 25 people, to do the work, and would be 
attributable to administration of these three regulations. 

Mr. Tuomas. You have a total of 30 now. Go ahead with your 
other delegations. 
















TOTAL NUMBER OF EMPLOYEES IN DIVISION 


Mr. Yates. How many people are there in the Division? You have 
talked about so many being delegated to this particular function, but 
how many do you have? 

Mr. Honeyrwetxz. We have a grand total of approximately 450 posi- 
tions in the BDSA divisions, executive direction, and staff functions, 
of which approximately 385 are in the divisions themselves. There 
are 25 industry divisions within BDSA. 

Mr. Muetter. They represent 450 basic industries. 


OTHER DELEGATIONS FROM OFFICE OF DEFENSE MOBILIZATION 


Mr. Yates. Do you have any other delegations from ODM besides 
the two which you mentioned ? 

Mr. Honrywe.t. Yes, sir; we have the national mobilization plan- 
ning and we have the development of standby orders and regulations. 

Mr. Yates. How many people do you have in mobilization 
planning ? 

Mr. Honryrwe i. Well, sir, I do not think it is possible to give you 
a categorical answer on that question, because there again that is not 
on a staff function basis, but it goes into each division and cuts across 
the whole of the divisions in BDSA. 

Mr. Tuomas. Would a fair estimate be that your delegations from 
ODM are about 45 or 50 percent of your effort 

Mr. HonryweE tt. Well, if you restrict your thinking, sir, to the 25 
industry divisions, executive direction, and the staff functions, we 
estimate 70 to 75 percent of the work of that area of BDSA is directly 
related to delegated responsibilities from ODM. 

Mr. Tuomas. Well, that looks as if that is the big part of it here, 
does it riot ? 

Mr. Honeywe tu. That is the largest part, sir. 


MARKETING AND DISTRIBUTION SERVICES 


Mr. Tuomas. Please explain the balance of them. What about 
your Marketing and Distribution Services here ? 

Mr. Honryrwe tt. That is a separate office of distribution. 

Mr. Tuomas. How many people are involved in it ? 

Mr. Honrywe... 17,sir. 

Mr. Tuomas. The same as last year ? 

Mr. Honeywe.u. That is correct. 


INDUSTRY DIVISION 


Mr. Tuomas. What about your industries division ? 

Mr. Honryrwe tu. There is no increase requested in the ae 
Division except in the area of construction statistics. That is the ad- 
ditional sum which we are asking for in the amount of $600,000. 

Mr. Tuomas. How many people are involved in that? 

Mr. Honerwett. 40 people are involved. 

Mr. Tuomas. In the entire operation ? 

Mr. Honeywe -. In the additional for construction statistics. 

Mr. Tuomas. What is the total number of people involved in your 
Industry Division? That is your big division; is it not? 
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Mr. Honrywe tu. Yes, sir. 

Mr. Tuomas. Is the figure 360, or what? 

Mr. Honrywe tu. It would be about 391, sir. 

Mr. Tuomas. 391 4 

Mr. Honryrwe.u. Yes, sir; with the increase of the 40 for construc- 


TECHNICAL 





INFORMATION SERVICES 


Mr. Tuomas. What about your Technical Services information ? 
You requested an increase of $50,000 there. 

Mr. Honrrwewu. Yes, sir. May I ask one of the gentlemen from 
that area to speak on that subject ? 

Mr. Tuomas. What are your Technical Services ? 

Mr. Mvueier. The National Inventors Council, sir, is one of them; 
also there is the furnishing of technical information to industry which 
is very important. 

Mr. Tuomas. How many people do you have in your Inventors 
Council as of now ¢ 

Mr. MueE.LerR. Let me see, now—— 

Mr. Tuomas. Mr. Budget Officer, in your pink sheets for next year 
I wish you would put in “another column of figures and indicate the 
basis of your justification by function. That ‘will help a whole lot, 
and we can turn to it right quickly. 

Mr. Nreison. Mr. Thomas, we will be glad to comply with your 
request. 

Mr. Tuomas. It will not be too much trouble to you to put it in 
there. 

Mr. Muetier. We are requesting a total of 66 people in the technical 
field. 

Mr. Orcuste. We have seven in the Inventors Council. 

Mr. Tuomas. What is the function of the ones in the Technical 
Information Service ? 

Mr. Orcuste. The Commodity Standards Division, the Technol- 
ogy Division, and the Trade Association Division are also a part of 
this. 

Mr. Tuomas. Your Trade Associations are in here? How many 
people are in the entire Division ? y 

Mr. Orcustez. Fifty-seven as of today. 

Mr. Tuomas. And you want an increase of $50,000 and how many 
more people ? 

i Orcuste. Nine people. 

*. Toomas. That gives you a total of 66 / 

Mr. Orcus.e. Yes, sir. 

Mr. Troomas. What are your main activities? There are four of 
them, I note. 

Mr. Oxcusue. The increase is entirely for the National Inventors 
Council. 

Mr. THomas. You have lisited your Inventors Council, your Trades 
and what are your other activities ? 

Mr. Orcuste. The Technology Division and the Commodity Stand- 
ards Division. 

Mr. THomas. You have four, then ? 

Mr. Orcuste. Yes, sir. 
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FIELD SERVICES 


Mr. THomas. What about vour Field Services? What do have 
here in that regard ? 

Mr. Honeywe tu. In Field Services we have no request for any in- 
crease, sir. 

Mr. THomas. How many people are employed / 

Mr. Muetier. Two hundred and eighty. 

Mr. Tuomas. The remainder of them are located in the districts? 

Mr. Muetier. No; out in the field and in Washington. 

Mr. Tuomas. Sir? 

Mr. Mvuetier. Out in the field and in Washington. We have 
field offices. 

Mr. Tuomas. How many people do you have in the District 
Columbia, and how many people do you have out in the field ? 

Mr. Honrywe tt. It is my understanding that we have 20 here i 
Washington and the balance are in the field. 

Mr. Tuomas. Everyone else is in the field out of your total appro- 
priation ? 

Mr. Honrrwe tt. For this Field Service; yes, sir. 

Mr. Tnomas. In other words, 20 out of your 280 are in the Dis- 
trict of Columbia. How do you break down your total figure here 
of 814 between the field and the District of Columbia? 

Mr. Asner. Well, of the total of 814 in BDSA, sir, 280 are in the 
Office of Field Services of which 260 are in the field. 

Mr. Tuomas. Can anyone give me the total breakdown here be- 
tween the field and the District of Columbia for all of the activities? 
Your total figure of 814 is broken down in what manner between the 
District and the field ? 

Mr. Honrywe tu. We have no fieldmen other than in the field serv- 
ice in 1956. 

Mr. Tromas. You have no fieldmen ? 

Mr. Honerwett. Other than this field service. 

Mr. Tuomas. And that only involves 20, then ? 

Mr. Honeyrwetu. No, sir; 260 are in the field. 

Mr. Tomas. The remainder of those 814 are in the District of 
Columbia ? 

Mr. HoNrywet.. Yes, sir. 

Mr. Mvuetier. 260 are in the field, and the balance are here. 


AREA ECONOMIC DEVELOPMENT SERVICES 


Mr. Tromas. What about your area development services which 
are listed here? 

Mr. Orcuste. There are 17 here and we plan to put 30 on if we get 
the $250,000 additional that we have asked for, making a total of 47. 

Mr. Tuomas. You sent a very capable young man to Texas with 
me, and I think his trip there was worth every penny that it cost the 
taxpayers. I do not know whether you are going to do that little city 
any good, but he certainly made those people feel good. 

Mr. Orcuste. I am very happy to hear that. I will say that for 
a small agency like the Office of Area Development we have had 
many letters of congratulations. 

Mr. Tuomas. This young man showed a very keen understanding 
of the problems of those people and he certainly showed an inclina- 
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tion to work at it. Of course, I realize he has no authority nor has 
the Department any authority to set up a branch office in my former 
hometown, or the hometown of anyone else. 

Mr. Muetier. How do you pronounce the name of that town, sir? 

Mr. Tuomas. It is very simple. It is pronounced Nacogdoches. 

In this particular area of development do you have any satisfied 
customers outside of this little town in Texas? 

Mr. Orcuste. I might call on Mr. Preston. I think we did a little 
job for him. I think he is a satisfied customer. 

Mr. Preston. You called on me as a last resort. 

Mr. Tuomas. Do you have any other satisfied customers? I want 
to see you get this extra help. I think it is worth the money. 

Mr. Orcuste. I think we need it. We have had any number of 
congratulatory letters. 

Mr. Tuomas. We are giving you an opportunity to present your 
case now. 

Mr. Orcuste. We have talked to the people in the field and have 
held conferences. We just finished one last week with the State plan- 
ning and development organizations. We work very closely with the 
State groups, and we have had quite a number of Senators and Con- 
gressmen send to us their constituents who were seeking information 
along these lines, and we made available to them the information 
which we have in the Office of Area Development. In other words, 
we tell them what other communities have done which have had simi- 
lar problems. We also publish bulletins which tell them what is avail- 
able from the standpoint of help from the Federal Government, and 
we give them check lists which they can go over in their local com- 
munities to see what has to be done in order to attract new industries 
and to diversify their economy as well as to solve these labor-surplus 
problems. 

By and large, with the very extremely small staff that we have, plus 
the fact that, as Assistant Secretary Mueller pointed out, ODM has 
now delegated the responsibility of dispersal under the hydrogen 
bomb criteria for our industries, and the location of defense plants in 
critical areas, the load today on that small organization of 17 people 
is just terrific, and is over and above our cooperative activities with 
communities asking for information, just as in your community in 
Texas, Mr. Thomas. 

We are hard put to do the type job that really can be done, and 
which we have proven can be done by reason of the number of people 
that we have helped in the past. 

Mr. Tuomas. That is very fine. You have made a good case here. 
Let us now proceed to the justification of some of this big money. 


JUSTIFICATION OF PROPOSED EXPANSION OF INDUSTRY DIVISIONS 


What is the situation in regard to these 25 industry divisions which 
represents an increase of 600,000? How do you justify those divi- 
sions, and what do they do? 

Some people say you bring them in here from industry and that 
they want to take care of their own backyard, and some people say 
there might be a conflict of interests. Tell us something about it. This 
is an anachronism brought over from World War II and the period 
of Korea, and now we have it hanging on. 
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Mr. Muetuer. I would like to speak, sir, in general, because, as I 
said, I am comparatively new. 

Mr. Tuomas, Well, you speak with good authority. Go ahead. 

Mr. Murtier. I was astounded when I came down here to find the 
splendid organization of the BDSA, which has the cooperation of busi- 
ness and the cooperation of other agencies of the Government. It is 
the focal point of contact for industry with its Government. It is 
where industry when it has any problems—and especially those prob- 
lems in connection with mobilization base—comes to its Government 
to get assistance. 

Mr. Tuomas. We are not going to fight another war, or are we, Mr. 
Secretary ? 

Mr. Mvetxer. No, sir; I hope not. 

Mr. Tuomas. Have we not fought two wars here in the last 10 
years ? 

Mr. Muetier. We have, and you are right, sir. What we are doing 
now is developing a base. In preparation, we hope to avoid war. 

Mr. Tuomas. How long is it going to take you businessmen to pre- 
pare this base? You have been working on it to my certain knowledge 
for 10 years. 

Mr. Honrywe tt. The base changes every year. 

Mr. Tuomas. It changes almost every day; does it not, but the rail- 
roads do not relay their tracks every year, do they ? 

United States Steel has not moved any of its plant recently, and 
neither has Bethlehem. 

Mr. Mve ter. No; that is right. 

Mr. Tuomas. Armour has not moved its stockyards out of Chicago; 
have they ? 

Mr. Muetier. No, sir. While we do not want to get into too much 
detail, I might cite one thing that you have noticed, namely, that today 
we are now concerned with ballistic missiles. 

Mr. Tuomas. Well, you have about 300 people over there now, and 
you want to kick it up to around 400 people. 

Let me read your language. Your language is more convincing than 
your words: 


The need for this expanded program is evidenced by the fact that construction 
statistics are dangerously inadequate. 


We have just heard all about housing a few minutes ago. 


Especially in these areas; private nonresidential and State and local public 
construction, public utilities, alteration and repairs, and material use. 

The statistical facts in the above-listed areas are essential to Government 
agencies in determining the fiscal and monetary policy, for defense and mobiliza- 
tion planning and as guidelines for Congress in the preparation of legislation 
affecting housing and construction. 

To industry and labor, good factfinding for the industry is essential for such 
matters as: market research, investment policy guidance, and production 
scheduling. 


Mr. HonrYWELL. Mr. Chairman, may I call to your attention that 


the only change in this request regarding the divisions has to do with 
the $600,000 for the very purpose which you just read. 





ANALYSIS OF GRADES, SALARIES AND EMPLOYMENT FIGURES 





Mr. Txromas. Do you not think it is time to wind up this division ? 
We have been carrying it for years and years and years. 
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Where are your employment sheets on this total of 400 positions? 
Let us see them. 
What part of them are consultants and what part of them are 
regular employees ¢ 
Mr. Honrerwett. They are all regular employees, sir. 
Mr. Tuomas. How many supergrades do you have in this Business 
and Defense Services Administration ? 
Mr. HoneyweE t. 25, sir. 
Mr. Toomas. You have 25 supergrades ? 
Mr. Honreyrwet.. Yes, sir. 
Mr. THomas. How are they broken down? What is the super- 
grade ? 
3 Mr. Honzyweww. A supergrade is one in the classification of grades 
4 16,17, and 18. 
Mr. Tuomas. In other words, grade 16 and above ? 
Mr. Honrywe.u. Yes, sir. 
Mr. THomas. How many grade 16’s do you have? 
Mr. Honerwetu. We have 16 grade 16’s. 
Mr. Tuomas. How many grade 17’s do you have? 
Mr. Honrywewu. We have 7 grade 17’s, and 2 grade 18’s. 
Mr. Tuomas. How many grade 15’s do you have ? 
Mr. Asner. We have in the entire agency 79 grade 15’s. 
{ Mr. THomas. I see. In other words, you have 79 grade 15’s and 16 
i grade 16’s. How many grade 14’s do you have? 
Mr. Aster. 79. 
Mr. Tuomas. You do not have anything less than grade 14?. 
Mr. Honryrwetu. We have a few. 
Mr. THomas. How many grade 13’s do you have? 
Mr. Honeywet. 126. 
Mr. Tuomas. How many grade 12’s do you have? 
Mr. Honrywetu. We have 65. 
Mr. TxHomas. Do you not have any Indians over there at all? They 
are all chiefs; are they not ? 
Mr. Honerwe tt. There are 508 under grade 12. 
Mr. THomas. How many grade 11’s do you have? 


Mr. Honrywetu. We do not have it broken down below grade 12, 
sir. 


Mr. Tuomas. Well, how many grade 12’s do you have? 
Mr. Honrywe tt. 65, sir, and we have 508 below grade 12. 


Mr. Tuomas. According to my arithmetic, you have more than 814 
people if you have 508 below grade 12. 








; Mr. Asuer. That is the total of 883 in the entire agency, sir. 

i Mr. Tuomas. 883%? You only were budgeted for 814; were you 
; not ? 

; Mr. Asner. Our request for the coming year is for 883. 

Mr. Honrrwetu. That figure is contained in the 1957 request. 

‘ Mr. Asner. These figures are all figures for our request next year. 


Mr. Yates. How many of these supergrades do you have now? 
Mr. Honrywet. There is no increase requested in the supergrades. 
‘ Mr. Tuomas. What is the average base over there of employment, 
; or the average grade? 

Mr. Asner. It would be about a grade 9, I believe, sir. 

Mr. Tuomas. What is the rate of compensation? What is the aver- 
age salary ? 
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Mr. Asner. The average salary requested for next year is $7,117. 

Mr. Tuomas. What gradeisthat? Is that grade 9? 

Mr. Asner. The average grade is 9.3; yes, sir. 

Mr. Tuomas. That makes you the banner agency in Government; 
does it not ? 

Mr. Asner. I believe there may be a few a little higher. 

Mr. Yates. Do you know of any offhand? 

Mr. Asuer. No, sir; not at the moment. 

Mr. Tuomas. I look at a good many every year, and I cannot place 
one which is higher. 

Mr. Asuer. I believe ODM is a little higher. 

Mr. Tuomas. Of course ODM has always had that situation. We 
take them back several times, but we cannot take them back far 
enough. 

Mr. Aster. We should consider that we have more or less a skele- 
ton organization of experts in our industry divisions. Each of these 
specialists is a specialist in a given industry. 

Mr. Tuomas. How long have you had these particular people in 
Government on the payroll? 

Mr. Honryrwe tt. They are all career people, sir. 

Mr. Tuomas. Well, now, of course, during World War II and dur- 
ing even Korea, these people were industry people and they came 
down here and stayed 2 or 3 weeks in order to see that their own in- 
dustry was well taken care of, and then they would go back home. 
I mean that literally. That was just about the size of it. 

Mr. Honryweti. That was when our organization consisted of 5,000 
or more. 

Mr. Tuomas. Of course, you were not over in the Department of 
Commerce at that time. 

Mr. Honerwetu. That is correct, sir. 

Mr. Yares. You stated in response to the questions by Mr. Thomas 
concerning the number of employees by grades that your figures were 
based upon your request for this year. 

Mr. Honrywe .. Yes, sir. 

Mr. Yates. How much difference is there between your answers to 
his questions and the positions that exist now ? 

Mr. Asner. I do not have the figures on the present employment 
here with me, sir. The difference between the total of 883 and 804, 
which is the presently authorized strength, is 79. 

Mr. Yates. I know that. How many of them are represented by 
grades above GS-12? 

Mr. Asner. I do not have that figure, but it would not be a substan- 
tial number. 

Mr. Yares. Most of the requests are for grades below grade 12? 

Mr. Asner. The bulk of the increase will be for grades below grade 
12. There were no requests for increases in the supergrades. 

Mr. Yates. Do you not have the figures here which show the number 
of people by grades in your Division? Is that information not con- 
tained in the green sheets ? 

Mr. Asuer. They are listed in the 1956 columns of the green sheets; 
yes, sir. 
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Mr. Yates. You have stated that the present jobs as they exist are 
listed in the green sheets and the green sheets have not been made part 
of the record. 

Mr. Tuomas. Yes; but he gave the number of supergrades for grades 
18, 17, 16, 15, and so forth, based upon the total employment of 866; 
is that correct ¢ 
Mr. Asner. It was based upon the total of 883. 









REQUESTS FROM OTHER GOVERNMENT AGENCIES FOR ASSISTANCE HANDLED 
UNDER INDUSTRY DIVISION ACTIVITY 











Mr. Yates. I am interested in the statement which appeared on 
page 525 which is under the subheading: 



















Administer the defense system and take related actions in support of military 
and atomic energy programs. 

Then the statement is made: 

For the year December 1, 1954, through November 30, 1955, 7,403 special- 
assistance cases, valued at over $211 million, were processed. 

What does that mean ? 

Mr. Honrywet. That means that there were requests for assistance 
from the Department of Defense or the Atomic Energy Commission in 
that number of cases, and for that many dollars to get their orders 
established on suppliers’ records and hold their position so that there 
would be no slippage on deliveries. 

Mr. Yates. Do you place the orders for the Department of Defense ? 

Mr. Honerwe.u. No, sir; we do not. They place their own orders. 

Mr. Yates. Do they not have the staff with which to follow up their 
own orders ? 

Mr. Honrrwety. We are the only ones who have the authority to 
issue the priority directives required to hold those delivery dates, and 
they come to us when an order is requested or required. 

Mr. Yates. Why is that necessary? Why could not they do it 
themselves ? 

Mr. Honryrwetu. Because they do not have the authority to issue 
priorities. That is fixed entirely in the hands of BDSA and that is 
done for a very definite reason and that reason is to avoid the over- 
issuance beyond the need. 

Mr. Yates. That raises this interesting question: How do you know 
that those to whom priorities are issued for materials use up the entire 
materials under the defense order, or use up all those materials under 
defense orders? 

For instance, let us take the case of nickel which is being found in 
increasing quantities in the gray market. There is not very much 
nickel left over for civilian use after the military is through with its 
demands these days. 

How do you know that the companies which are given priorities for 
the allotment of nickel in carrying out a defense contract use up their 
entire supply ? 

Mr. Truppner. No. 1, we issue regulations requiring the purchaser 
of critical materials with use of a priority to certify under penalties 
of perjury that he will use them for a defense purpose, and secondly, 
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in the year 1955, being conscious of the problem which you described, 
we ran a complete post-check on all deliveries from the mill suppliers 
of nickel and I might say that as a consequence of that we found less 
than one-third of 1 percent was being used improperly and in those 
cases we concluded that it was due to ignorance rather than malicious 
intent. 

Mr. Yates. What do you do in the event of a cutback of military re- 
quirements ¢ 

Mr. Truppner. We have a flexible set of rules so that in the case of 
nickel, for example, the authority to purchase is not handed out as an 
absolute quantitative number to the contractor, but rather he must 
compute on a continuing and changing basis in the event of a change 
of requirements and it is that computation which we check regularly. 


WOC EMPLOYEES 


Mr. Yates. How many of your employees are on loan from industry / 
By that, I know that in the aluminum program, for example, the 
chairmanship of the aluminum program rotates from Alcoa to Kaiser 
to Reynolds every 6 months. Are these chairmen counted as em- 
ployees of your division ? 

Mr. Honryrwe tt. They are counted as employees, and they are em- 
ployees. They are sworn in just exactly as the Secretary and I are. 

Mr. Asner. They are not included, however, in the 883 figure. That 
is a per annum figure. 

Mr. Yates. In what figure are they included ? 

Mr. Asner. These employees are employed as WOC’s. They do not 
appear in this budget except under the item of “Travel,” where we 
pay the cost of their transportation. 

Mr. Yates. They receive no salary ? 

Mr. Asner. No, sir. 

Mr. Yates. How many such employees do you have ? 

Mr. Honrrwewi. We have 22 full time, sir, at the present time. 

Mr. Yares. In all the industry divisions ? 

Mr. Honrywe... Scattered through various industry divisions, but 
not in all. 





CONSIDERATION OF SMALL BUSINESS IN 


MATERIALS 





DISTRIBUTION OF CRITICAL 


Mr. Yates. What steps does your division take to assure an adequate 
supply of critical materials getting into the hands of small business? 

Mr. Honrywetu. We have no authority to take any such steps, 
sir. 

Mr. Yates. Does that mean that you take no such steps then ? 

Mr. Honryrwetu. We take no steps other than in the case of nickel 
to review the matter wherever an industry claims or an individual 
claims that he is being discriminated against. In other words. we 
have the privilege of review with the International Nickel Co. or GSA 
who takes care of the NICARO distribution as to that individual share 
of the available nickel. 
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Mr. Yates. Do you do that in the case of any metal other than 
nickel ¢ 

Mr. Honrywe.u. No, sir; we do not. 

Mr. Yates. You do not do it in the case of copper or aluminum ¢ 

Mr. Honreywetu. Informally we do, but we do not have the same 
working arrangement in those metals that we have in regard to nickel. 

Mr. Yates. Do you have such things as hardship pools in order to 
protect small-business men in the distribution of nickel? 

Mr. Honrywetu. Industry may have such protection, but within 
BDSA we do not, because we have no authority, or desire, I might add, 
to tell industry where to distribute it. 

Mr. Mueturr. There is no allocation authority for other than de- 
fense materials. 


REVIEW OF WOO EMPLOYMENT PROGRAM 


Mr. THomas. Who are these 22 people working without compensa- 
tion, and what justification can this great Government have for work- 
ing a man in this day and time without compensation? Who are 
they and what industry do they represent ? 

Mr. Honrywetv. Did you want the names of the individual men? 

Mr. Tuomas. No; we do not want their names, but just the names 
of the industries 

Mr. Honerwetv. In the Aluminum-Magnesium Division there are 
two full-time WOC’s. 

Mr. Tomas. What do they do? 

Mr. Honeyrwe.u. They are there to assist us in the mobilization 
planning throughout the Aluminum-Magnesium Division because 
they have the recency of industry knowledge and they work with the 
career individuals within that Division to assist in programing a ra- 
tional and appropriate way to meet emergencies which might arise. 

Mr. Tuomas. How often do they come to Washington ? 

Mr. Honrywett. Every 6 months. 

Mr. Tuomas. They come to Washington for duty for a period of 6 
months? 

Mr. Honerwetu. Yes, sir; for 6 months. 

Mr. Yates. They work for 6 months every day? They do not have 
anything to do with the day-to-day functions of the Bureau with 
reference to the allocation of materials in which they are interested ; 
do they ? 

Mr. Honryrwetu. We do not allocate materials other than specific 
priorities for the benefit of the military or the AEC. 

Mr. Yares. All right; with that limitation, we realize that. 

Mr. Tuomas. Who else do you have besides the aluminum people? 

Mr. Honeywe tt. In the Automotive Division we have 1; in the 
Chemical and Rubber Division we have 2, 1 serving as a consultant 
and 1 serving as a full-time employee. 

Mr. Tuomas. Is that one employed as a consultant paid as such? 

Mr. Honrywetu. We do not pay the consultant. 

Mr. THomas. You do not pay the full-time man ? 

Mr. Honerwe tt. No, sir. 

Mr. Tuomas. Who pays him? 
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Mr. Honrywett. His company pays him. 

Mr. Tuomas. Well, is he working for the Government or for his 
company ¢ 

Mr. Honreyrwetu. He is working for the Government. 

Mr. THomas. And his company pays him? 

Mr. Honrywett. His company continues to pay him in his position. 

Mr. Yares. Is that true of the preceding people whom you testi- 
fied about—the aluminum people ? 

Mr. Honeywe tu. That is true of all WOC’s. That applies whether 
they are with us full time or whether they are serving as consultants 
who come in on call. 

Mr. Tuomas. Just from common, ordinary, everyday human expe- 
rience, if X was working for A and A did not pay him, but B does, do 
you think his loyalty would be to A or B? 

You are just a good, practical businessman; are you not ? 

Mr. Honryrwe.t, | have been trying to be for a great many years} 
yes, sir; and I think that man’s loyalty is going to “be to his Govern- 
ment, and that has been proven over the years. That is their atti- 
tude. They are coming in here to do what they can for the Govern- 
ment. 

Mr. Tuomas. Well, I am not going to argue with you about that, but 
that isa rather sweeping statement in my opinion. 

Is this Government so poor over in the Department of Commerce 
particularly that we will let a man come down and work for us and not 
pay him? Of course, we cannot pay too much. 

Mr. Honryrwe tt. I was going to say that you put your finger on the 
soft spot. We cannot get the services of men of this caliber by any 
pay scale which the Government approves. 

Mr. Tuomas. Who are these people who are coming down here to 
perform this work? Are they top people and the presidents of their 
companies ? 

Mr. Honrrwetu. We have had people ranging all the way from the 
president of a company down to the $12,000 or $15,000 level of sales 
or production people from the various companies. 

Mr. Tuomas. You have mentioned the aluminum and steel in- 
dustries, but what are some of the other metal industries involved ? 

Mr. Honryrweti. We have aluminum, steel, and copper. Those in- 
dustries are in the metals divisions. 

Mr. Trromas. They represent the scarce metals; is that right? 

Mr. Honerwetw. Yes, sir. 

Mr. Toomas. Well, of course, nickel is doubly scarce. 

Mr. Honrrwe tt. Nickel is not a separate division by itself. We 
have a representative in communications; we have one in containers 
and packaging; we have one in electrical equipment, but we have none 
in electronics. 


BREAKDOWN OF WOC EMPLOYEES BY DIVISION AND TYPE OF POSITION 


Mr. Tuomas. Will you please insert that list into the record at this 
point ? 

Mr. Honeyrwe.t. I shall be glad to, sir. 

(The list referred to follows :) 
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WOC employees as of February 29, 1956 (employed pursuant to Defense Production 








Act) 
Number of positions 
Division Ee Ie — 
Part time Full time Total 
Agricultural Construction and Mining Equipment Division_-- 0 0 0 
Aluminum and Magnesium Division - ---- 1 2 3 
Automotive Division - -- 0 1 1 
Building Materials and Construction Division_- 0 0 0 
Business Machines and Office Equipment Division. : 0 0 0 


Chemical and Rubber Division. 


l 

Communications Equipment Division... aa is 1 0 l 
Consumer Durable Goods Division. 0 0 0 
Containers and Packaging Division. - l 0 l 
Copper Division. ; . 0 1 1 
Electrical Equipment Division | 1 1 2 
Electronics Division -- 0 0 0 
Food Industries Division - -. 2 0 2 
Forest Products Division - ‘ 0 2 2 
General Components Division 0 l 1 
General Industrial Equipment Division. - -- 0 l 1 
Iron and Steel Division- . 4 7 11 
Leather, Shoes, and Allied Products Division- 0 0 0 
Metalworking Equipment Division- -- i | l 1 2 
Miscellaneous Metals and Minerals Division _ - - 0 0 0 
Power Equipment Division- ---- 0 l 1 
Scientific, Motion Picture, and Photographic Equipment Division 0 1 l 
Shipbuilding, Railroad, Ordnance, and Aircraft Division | 0 1 l 
Textiles and Clothing Division - - | 0 0 0 
Water and Sewerage Industry and Utilities Division--_-. | 0 l 1 

Total. siaies abba eiberhiaceawaas « —— 12 22 34 


Mr. Tuomas. What part of their time do they contribute to the 
(;overnment free of charge, starting at the head of your list ? 

Mr. Honerwetx. In the Aluminum and Magnesium Division 2 are 
here full time plus 1 on a consultant basis. 

Mr. Tuomas. They are paid by the industry, and not by the Gov- 
ernment ¢ 

Mr. Honrywewv. They are paid by the industry. 

Mr. Tuomas. What is the next one? 

Mr. Honryweiti. We have one in the Chemicals and Rubber Di- 
vision. Tam naming now our full-time people. 

Mr. ‘Thomas. Paid by industry and not by the Government / 

Mr. Honrywetui. That is correct, sir. 

Mr. Preston. Does not that situation apply to all of them / 

Mr. Honrywet... Yes, sir. 

Mr. Tuomas. You do not pay any of them, but their particular in- 
dustry does; is that right? 

Mr. Honryrwetn. Yes, sir; we do not pay any of them. 

Mr. Tomas. Which member of the chemical industry is furnish- 
ing that free man now? 

Mr. Honeywe.u. At the present time he is a representative loaned 
from the Goodrich Rubber & Chemical Co. 

We have a representative at the present time in the Automotive 
Division supplied by the Chrysler Corp. We have a represent: itive in 
the C opper Division supplied ‘by Scovill Manufacturing Co. 

Mr. Tuomas. I think it is good to have these fine, outstanding brains 
in the Government, but any one of those industries represented there 
would pay 10 times what that salaried man cost it to have an “in” 
into the mobilization plans of the Federal Government, and they get 
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it by having 1 man’s salary which they pay, but they would pay 10 
times that much for that same information which he takes back to 
the office; would they not ? 

Mr. Honeyrwewti. You are knowledgeable, sir, of the fact that we 
also have industry advisory committees and task groups which bring 
in large numbers of industry people to consult with us who have ex- 
actly the same access to such information if it is not classified material. 

Mr. Yates. However, they are not on your payroll. 

Mr. Honeyrwewn. No, sir: and neither are these. 


DUTIES OF WOC EMPLOYEES 


Mr. Yarrs. They come in on an advisory mission, and you give them 
a little briefing for about a couple of hours; do you not? 

Mr. Honrrweti. They advise us as to the logic and sense on any 
given situation in industry which may be developing, and programed 
for that industry, and they, to that extent, if your statement was cor- 
rect before, are also in a position to have access to such material. 

Mr. Tuomas. They are advisory after the fact, maybe, after some- 
one else has put the orders into effect, and then they come in and advise 
you whether it is serving industry correctly or improperly. 

Mr. Honrywe tt. I am sorry, sir—— 

Mr. Tuomas. And which is not paid information. 

Mr. Honryrwewu. We ask for their advice, sir, before. 

Mr. Yares Why should they not be members of an advisory 
committee ? 

Mr. Honrywe.t. Because the members of the advisory committees 
only come in, perhaps, for one meeting a month, and we need that 
day-by-day knowledge of industry working rel: ationships. 

Mr. Tuomas. If I remember correctly, the President issued a state- 
ment to the effect that anyone who was working for the Government 
ought to be paid dollars to do that, or is my memory serving me ill 
in that regard ? 

Mr. Honrywetu. I do not remember that statement, si 

Mr. Tuomas. Does anyone remember that ? 

Mr. Hontyweii. The President has strongly supported the renewal 
of the Defense Production Act under which authority we have the 
WOC program. 

Mr. Tuomas. But, I am talking about something else. JI may be 
wl wrong, but I thought I read it in the paper where the President 
came out very strongly and said that anyone who worked for the Gov 
ernment ought to be paid. 

How do you justify these 22 industries named that have an in 
the Government by not paying the man’s salary ? 

Mr. Honryweiyi. How do we justify the individuals ? 


” in 


METILOD OF SELECTION OF WOC EMPLOYEES 


Mr. Triomas. I have reference to the industry. I imagine there are 
two or three hundred who want to get on that favored list which you 
now have down to 22. 

Mr. Honryrwet. No, sir. 

Mr. Tiromas. How many applicants do you have to get on that list ? 


Mr. nn nae We will have anywhere from 1 to 3 or 4 in my 


opinion from any given industry. 





eae oe 


a oa Searle: SSS ac eRe 


fate: falas 


ert 


ican 











‘alli’ ie il 


Hebe SEL 


i 
4 
ye 
4 


ale 





609 


Mr. Tuomas. I am talking about the industries. 

Mr. Honerwetw. That is right, sir. 

Mr, Tuomas. You just hold down the list to 22, or how do you pick 
them 4 

Mr. Honryweti. We only have 14 divisions who have full-time 
WOC’s in the divisions, and 22 is the total, full time. 

Mr. Tuomas. How do you hold it down to 144 You have more 
applications than that; do you not ¢ 

Mr. Honrywe tu. In total numbers, but not for the divisions. 

Mr. Tuomas. In total numbers? How do you screen them ? 

Mr. Honeywetu. We do the screening, and industry nominates. 

Mr. Tuomas. What is the yardstick ¢ 

Mr. Honeywett. The individual who has been nominated comes 
down for a personal interview at which time his activities and his back 
ground and experience and knowledge are checked. 

Mr. Tromas. Do you have any small business people on that list 
of 22? 

Mr. Honrywett. Certainly. 

Mr. Tuomas. How many ¢ 

Mr. Honrywe.u. I am sorry, but I cannot differentiate bet ween the 
large and small business representatives. 

Mr. Yares. That is not true in the aluminum field, certainly; is it‘ 

Mr. Honrywewu. Yes, sir; it is true, because the Deputy Director 
comes from a nonintegrated area. 

Mr. Yares. Who is heat this time ¢ 

Mr. Honeywetxi. Mr. Merliss, 

Mr. Yares. From what company 4 

Mr. Honrywe.u. I cannot give you the name of this company but 
it is a small extruder company from the New England area, and we 
do that deliberately because you have a priority producer and you 
have a nonintegrated man filing, but he had worked on these problems. 

Mr. Yates. You do not have representation from the smelter group ; 
do you? 

Mr, Honryweiu. We might well have at some time, but we do not at 
all times; no. 

CONSTRUCTION STATISTICS 


VIEWS OF SPOKANE CHAMBER OF COM MERCE 


Mr. Horan. I have a letter here from Mr. Pierre McKeller, presi- 
dent of the Spokane Chamber of Commerce, expressing a sincere inter- 
est in one of the items here, “Construction statistics.” 

Mr. Honrywetn. Yes, sir. 

Mr. Horan. If you will permit, I would like to read this into the 
record because it makes sense to them, and of course it is a little in- 
volved, but the answers are available. 

I think you would be interested in knowing that the Spokane Chamber of 
Commerce fully supports the item in the President’s budget for the next fiscal 


year of $2,695,000 for improvements and additions to the current outlays for 
construction statistics. 


I might add there that there is an item of $600,000 in here in the 
budget immediately before us on “Construction statistics.” 
Our building and construction people brought the matter to the attention 


of the chamber’s executive committee and presented a most convincing array 
of arguments in support of it. 
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The proposed expenditure and the method of its allocation will provide the 
construction industry with up-to-date facts and figures upon which it can base 
a program of long-range planning. This is particularly true in the case of home- 
building if future needs are to be met and overbuilding avoided. 

The amount of $2,695,000 is a comparatively small one in the overall budget. 
But it bulks large in importance, and promises to afford us essential and timely 
assistance to a major industry. 


BREAKDOWN OF GOVERN MENT WIDE BUDGET REQUEST 


My first question is what constitutes the items in that field? Appar- 
ently that is the building trades, | presume. 

Mr. Scunerper. That $2,695,000 is made up of four items, some of 
which are in the Department of Commerce budget, and some in other 
budgets. 

To itemize them; there is $600,000 of it included in this budget of 
BDSA. 

Then $1.8 million covers the inventory on housing that the Census 
Bureau discussed this morning, and $45,000 is a part of the Census 
Bureau program of State and ‘Jocal governments in order to find out 
what advance plans the State and loc al governments have made for 
public works construction. 

The Housing and Home Finance Agency had in their budget an 
item of $175,000 for the housing market study. 

The Bureau of Labor Statistics had requested $75,000 in order to 
make studies of the kinds and amounts of labor required in different 
construction programs, by various skills, and that totals the $2,695,000. 

Mr. Horan. I have one preliminary question: What is the relation- 
ship of this office here and that $45,000 requested by the State and 
Local Governments Census Division ? 

[ should think that this “Area development” item would accomplish 
the same thing, or am I talking about that one would be the gathering 
of statistics and that “Area of development” is one of an action group / 

Mr. Orcustz. That is right; you are absolutely right. 


OBJECTIVES OF CONSTRUCTION STATISTICS PROGRAM 


Mr. Horan. What is the nature of this item “Construction statis- 
tics”? Just how did you go about that to be of service to the tax- 
payers / 

Mr. Scuneiper. You are speaking of the one in the BDSA budget 
alone / 

Mr. Horan. That is the one before us right now; is it not ? 

Mr. Scuneimer. Yes, sir. This $600 ,000 request would enable us to 
overcome the m: \jor deficiencies that exist in these series. The con- 
struction industry is about a $60-billion industry and yet the figures 
for it are in very sad shape. 

For example, part of this program would enable us to improve the 
estimates for new construction. We do get out estimates now of new 
construction, jointly with the Department of Labor, but exactly 50 
percent of the figures that we publish each month are based upon a 
sheer guess. In other words, we have no basic data on which to solidify 
those figures. We have to estimate entirely for the 11 Western States 
because there is no private source data available out there and we have 
no field surveys. 
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Fifty percent of all new construction estimates are sheer guesses 
and, of course, the industry and the Government people that have to 
use these data are complaining that they just do not want to make de- 
cisions on this kind of guesswork because we could be substantially 
wrong. 

Another part of the program would cover the collection of informa- 
tion on expenditures for alterations, repairs, and maintenance. 

Here is an area on which there are no figures available currently. 
Once a year we do pull together everything we can to try to esti 
mate what is going on. The estimates in this field run somewhere 
up to about $90 billion a year of construction work—alterations, re 
pairs, and maintenance of our existing inventory of industrial and 
commercial building and housing in the country. This is a tremen- 
dous market and holds a tremendous potential for expansion and con- 
traction. It is an excellent potential force for stabilization in case 
we have a recession. It is a tremendous consumer of materials and 


yet we have no current figures on it. The only figures available come 


out about 18 or 20 months after the end of the year. 

Mr. Tomas. Secretary Weeks was pretty definite the other day. 
He must have had some information. He said heavy construction 
which you mentioned there would be 22 percent ahead of last year. 

Mr. Orcustx. That is industrial expansion. 

Mr. Tuomas. He said heavy industrial expansion. Actually, I had 
some figures some place on it. 

The Home Loan Bank Board says that we will come within 5 per- 
cent of the number of starts in housing that we had last year, and last 
year, for your information, you had 1,330,000. That is pretty definite; 
is it not? 

Mr. Scnnemwer. We measure starts in the nonfarm areas of the 
country. There are no current estimates on farm housing at all. How 
much this is, we do not know. It is not in the housing area that we 
are asking for money to do any work, however. The housing sta- 
tistics are compiled by the Department of Labor, and they are in pretty 
good shape. In fact, of all the figures we have they are one of the 
best. 

The areas we are talking about here are new private nonresidential 
construction; that is, industrial, commercial, education, religious, in- 
stitutional and public utilities. This is the area in which we want 
to make the improvements. Alterations and repairs, however, go 
across the entire board because there are no current figures in any of 
these areas 

The third part of the program will provide for studies of material 
consumption. This industry, probably, is the largest consumer of 
critical materials in the country. More steel, iron, copper, aluminum 
goes into this construction industry than probably any other indus 
try, yet we do not have the facts on how much is used in various 
classes of construction. If you plan to build so many hundreds of 
millions of dollars worth of industrial buildings in connection with a 
mobilization program, it would be essential to know how much steel, 
copper and aluminum is used in that program. For mobilization plan- 
ning we need to know these figures. 

Mr. Tuomas. What difference does it make? You cannot buy it 
anyway without waiting anywhere from 3 to 6 months. You cannot 
go out and buy aluminum, you cannot buy copper, and if you try 
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to buy a little steel you have to allow from anywhere from 60 to 90 
days lead time. 

Mr. Scunerer. That is right. 

Mr. THomas. Why worry y about the immaterial things ? 

Mr. Scunewer. I think one of the problems there is the fact that 
we do not have these statistics. 


VALUE OF STATISTICAL SURVEYS IN PREVENTING MATERIAL SHORTAGES 


Mr. THomas. What does that have to do with it? You cannot go 
out and buy a ton of copper, steel or lead and all these statistics in the 
world will not get the metals for you. 

Mr. Scunewer. I wonder if we would have the current shortages 
that we have now or that we had in 1955 if industry had been appraised 
of the total consumption of these materials? I think they would 
have gone out and expanded their plant capacity earlier if they had 
known what the consumption rate was. 

Mr. Tuomas. In regard to steel in World War I you had to expand 
the plant capacity and in World War IT you had to do it, and steel 
operations objected. Also during the Korean emergency you had to 
do a lot of persuasion on steel. 

So, I do not know whether all your statistics would do the job. It 
takes dollars to do that construction, you know, and not statistics. 

I doubt when you get through that you will have any better know!l- 
= of the situation than the president of Bethlehem Steel or the 
president of United States Steel or the president of Anaconda as to 
what their market is. They have some pretty smart boys studying 
that ; you know. 

Mr. Scuneiper. Yes, sir. I had one of the Chief Market Research 
men from the American Bridge Co. in my office the other day who 
was asking for this kind of information, as to how much steel is used 
in construction of bridges. He wanted to know about that informa- 
tion because one of the problems is that a lot of this material goes 
through warehouses and they cannot trace it through to the ultimate 
consumer. That was the reason they were asking us if we could help 
them in connection with their problems. 

Mr. Preston. If there are no further questions, we will recess at 
this time until 2 o’clock. 
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Turspay, Marcu 27, 1956 


WITNESSES 


OFFICE OF BUSINESS ECONOMICS 


FREDERICK H. MUELLER, ASSISTANT SECRETARY FOR DOMESTIC 


AFFAIRS 


M. JOSEPH MEEHAN, DIRECTOR, OFFICE OF BUSINESS ECONOMICS 


SALARIES AND EXPENSES 


Program and financing 


1955 actual 
Program by activities: 
1. Pre ‘aration of national income and product data $938, 200 
2, Measurement and analysis of current and long-term 
business trends 372, OSI 
Computation of the balance of international payments 
of the United States 205, O70 
+. Executive direction 94, 207 | 
Total obligations 910, 248 
Financing 
Unobligated balance no longer available 8, 099 


Appropriation (adjusted) 918, 347 


Proposed supplemental due to pay increases 


Obligations by objects 


Object classification 1955 actual 


Total number of permanent positions 148 | 
Average number of all employees 132 
Number of employees at end of year 137 | 
Average salaries and grades: 
General schedule grades: | 
A verage salary $5, 648 
Average grade | GS8-8.0 
01 Personal services: | | 
Permanent positions $777, 121 | 
Regular pay above 52-week base 3, 001 
Total personal services 780, 122 
02 Travel 4,312 
03 Transportation of things 120 
04 Communication services 12, 822 
06 Printing and reproduction 69, 833 
07 Other contractual services - 8, 461 
Services performed by other agencies 24, 645 | 
08 Supplies and materials 3, 199 
09 Equipment a 6, 635 
15 Taxes and assessments 99 
Total obligations 910, 248 


1956 estimate 


$265, 660 


385, 395 
210, 690 
QS, 255 


¥b0, OOO 


900, 000 
60, 000 


1956 estimate | 


140 
137 
137 


$6, 102 
GS-8.0 


$830, 356 
3, 194 


833, 550 
5, 000 
125 

12, 500 
77, 800 
6, 500 
21, 450 
3, 000 


75 


960, 000 


1957 estimate 


20, O60 

0 m 
210, 690 
YS, 255 

1, 200, 000 
1, 200, 000 


1957 estimate 


176 
171 
172 
$5, 901 
GS-7.9 


$1, O08, 550 


1, 008, 550 
10, 400 
225 

23, 800 
84, 100 
14, 200 
45, 950 

5, 050 

7, 650 


iv 


1, 200, 000 
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Budget authorizations, expenditures and balances 





1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation _ af $900, 000 $900, 000 $1, 200, 000 
Transferred from ‘Salaries and expenses, Business and De- 
fense Services Administration’’ (69 Stat. 240 18, 347 
Adjusted appropriation 918, 347 900, 000 | 1, 200, 000 
Proposed supplemental due to pay increases. 60, 000 
Obligated balance brought forward 114, 104 | 96, 104 
Total budget authorizations available 918, 347 1, 074, 104 1, 296, 104 


EXPENDITURES AND BALANCES 


Expenditures 





Out of current authorizations fs 796, 144 809, 500 1, 080, 000 

Out of anticipated supplemental appropriation- ' 55, 500 4, 500 

Out of prior authorizations at 113, 000 | 91, 500 

: Total expenditures 796, 144 978, 000 1, 176, 000 

Unobligated balance no longer available (expiring for obliga- 

tion) - 8, 099 

Obligated balance carried forward 114, 104 96, 104 120, 104 

Total expenditures and balances- 918, 347 1, 074, 104 1, 296, 104 


SUMMARY JUSTIFICATION DATA 


Mr. Tuomas (acting chairman). Gentlemen, will the committee 
please come to order ? 


We now turn to consideration of the request of the Office of Business 
Economics. 


At this point in the record we will insert pages 701 and 702 of the 
justifications. 
(The pages referred to follow:) 


GENERAL STATEMENT 


Business Week, a McGraw-Hill publication, devoted the front cover of its 
September 24, 1955, issue to a Charles Addams cartoon showing a witch reading 
the Survey of Current Business. ‘The special report to which this cartoon re- 
ferred—on Business Forecasting—ran from page 90 to page 122, starting with 
the headlines 

Every businessman needs a witch. Like it or not, he can’t act without 
making assumptions about what the future will be like. 

Nowadays, more and more businessmen are relying on the kind of witch 
who's at home with the statistics in the Survey of Current Business. 

As the Government agency concerned with the measurement and analysis of 
business activity, the Department of Commerce is a source of economic guidance 
to business. Its Survey of Current Business, a magazine issued monthly for 
more than 30 years, is the principal Government publication for businessmen. 
That magazine is the main vehicle for the output of the Department’s Office of 
Business Economics, which is solely responsible for keeping the Nation’s eco- 
nomic accounts. 

The gross national product, national income, and associated business indicators 
issued by the Office of Business Economics are among the most extensively used 
economic barometers. At present there is heightened interest in the reliability 
of evidence of developing business tendencies, and their underlying causes are 
being closely scrutinized by all elements of the business community. 

The Subcommittee on Economic Statistics, headed by Representative Richard 
Bolling, of the congressional Joint Committee on the Economic Report, last 
November 30 submitted a report in which the following statements were made 
prior to recommending the stepped-up OBE activities which this budget presenta- 
tion seeks to implement. 
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“Reliable current information on business inventories is an essential element 
in analyzing economic changes in such areas as output, employment, credit, and 
pica. > *'* 

“Statistics on business plant and equipment expenditures expectations are 
among the best known indicators of business conditions and prospects. Improve 
ments in this area of economic intelligence are particularly important since 
the data revealed not merely what has happened but foreshadow what may hap 
pen to one of the most dynamic elements in the economy in the foreseeable future. 
Data of this type have hence become of great importance not only to those 
engaged in gaging the possible future course of the economy as it may affect 
the outlook for individual businesses, but also for those of us who are con- 
cerned with the problems of maintaining maximum employment, production, and 
purchasing power. * * *” 

The additional $240,000 requested by the Office of Business Economics for 
fiscal 1957 is essential if we are to function in the manner that business needs 
dictate. It does not represent the total required to meet all demands upon OBE 
for improved economic intelligence, but is as much increase as OBE can efficiently 
employ this year. It would be enough to restore activity in some areas where 
existing inadequacies have been identified recently by investigatory units institut- 
ed by the congressional Joint Committee on the Economic Report and organized 
iy the Board of Governors of the Federal Reserve System. 

Requests for further analyses or breakdowns of OBE’s data are multiplying 
especially for those on consumer outlays, manufacturers’ inventories, new orders, 
and business expenditures for new plants and equipment. In addition to the 
intense interest in trends in the domestic economy, OBE faces a mounting 
demand for its materials on private investments in foreign countries, travel 
expenditures, the United States balance of international payments and United 
States Government expenditures abroad. 

The fiscal 1957 increase would meet pressing needs in selected areas of top 
priority. It would be applied to getting more detailed practical knowledge 
of (a) consumers’ expenditures for goods and services; (b) manufacturers’ 
inventories and orders; (¢c) anticipated expenditures by all business for new 
plant and equipment; and (d) information on the rate at which new businesses 
are being set up and old ones discontinued. 

An expansion of OBE’s budget from $960,000 to $1,200,000 would restore man- 
power resources necessary to its function of supplying business information. <A 
few years ago the Office of Business Economics staff exceeded 200, more than 
half of them professional business analysts and economists. Now its total is less 
than 140. The attrition in the number of skilled personnel working in OBH’s 
field of economic analysis has been a matter of concern to the Department. The 
requested increase has been endorsed by the Bureau of the Budget and the 
Council of Economic Advisers. 


Mr. Toomas. Pages 701 and 702 of the justifications are good read- 
ing, and contain some of the nicest self-serving declarations I have 
ever seen. 

We will also insert into the record the table which appears on page 
704 of the justifications, pages 705 and 706. 

(The pages referred to follow:) 
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Summary of requirements 


Appropriation, 1956__ ‘ ial aan. lee gesinistcin Genes .. $900, 000 
Proposed supplemental due to pay increases. -.------- : acne ae 
Total anticipated appropriations $960, 000 
Base for 1957-- . Ss eieioa id 960, 000 
Net difference, 1957 over 1956: 
Requirements Difference, 
ata 2 increase 
By activity (+) or 
1956 1957 decrease 
adjusted estimate (—) 
Preparation of national income and product data: 
National Income Division . ; $265, 660 $320, 660 +$55, 000 
Measurement and analysis of current and long-term 
business trends: 
Business Structure Division 192, 895 377, 895 +185, 000 
Current Business Analysis Division 159, 590 159, 590 
National Economics Division ; 32, 910 32, 910 
Total, measurement and analysis of current 
and long-term business trends ; 385, 395 | 570, 395 +185, 000 
Computation of the balance of international pay- 
ments of the United States: 
Balance of Payments Division_- 210, 690 210, 690 
Executive direetion: 
Office of the Director _- 98, 255 98, 255 
Gross requirements - - - 960, 000 1, 200, 000 +240, 000 +240, 000 
Total estimate of appropriation, 1957 ze 1, 200, 000 
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REQUEST FOR INCREASE IN PERSONNEL 


Mr. Tuomas. I note you want to jump from 140 jobs up to 180. 

Mr. Mvetrer. That figure is 176. 

Mr. Tuomas. I thought it was 180. 

Mr. Meenan. The figure, Mr. Chairman, is 176. 

Mr. Tuomas. Did I not see a figure of 180 / 

Mr. Meenan. The figure is listed on page 706 of the justifications. 

Mr. Tuomas. That is what I am reading from, but I thought I 
read a. figure of 180. That constitutes an increase of 40 positions, and 
dollarwise you jump from $960,000 up to $1.2 million, or an increase of 
$240,000. 

Your travel goes up from $5,000 to $10,400. Communications go 
up from $12,500 to $23,800. Printing and reproduction goes up from 
$77,800 to $84,000 and services per formed by other agencies jumps 
from $21,450 to $45,950 and you have an increase of 40 positions. 

Why have the communications almost doubled? Why have the 
services performed by other agencies doubled? Why has printing 
and reproduction shown an increase of 10 percent ¢ 

Can you tell us about that right quick ? 

Mr. Mrrnan. Yes, sir. I wonder, Mr. Chairman, if I could pre- 
sent this short, general statement which I have here, and then pro- 
ceed to answer the questions with regard to those particular figures. 

Mr. Tuomas. Surely. Do you want to put the statement in the 
record? Or do you desire to read it, or ad lib it as you go along / 

Mr. Mrernan. I have kept it short, and I think, perhaps, time would 
be saved if I read it. 

Mr. Tuomas. All right; proceed. 


(GFENERAL STATEMENT 


Mr. Meenan. The Office of Business Economics 1 is requesting $1,- 
200,000 for the fiscal year 1957, an increase of $240,000 from the 
amount available in the current year. 

The Nation’s output has expanded by 20 percent during the 1950’s, 
with the annual rate of gross national product now close to $400 
billion. OBE’s main function is to keep track of economic changes: 
it is for this ee that we have developed measures like the gross 


national product. The complete record of changes in the rate of na- 
tional income, personal income, consumer expenditures, and the bal- 
ance of international payments is available in our publications, 
monthly in our magazine Survey of Current Business. Most analyses 
and projections of national economic activity are founded upon the 
national accounts developed and maintained by the Office of Business 
Economics. 

Even in euiliaite of very high level business activity there are apt to 
be diverse movements: some parts of the economy go down while 
others rise, and some move more slowly than others. Private enter- 
prise keeps a close watch on barometers of these movements, and 
Government attempts to temper tendencies toward wide fluctuations. 
OBE provides the facts from which economic programs are created. 

Both during and since World War II, swift advances were made in 
the technical development of economic measures—and even more 
markedly, in the practical application of these measures in operating 
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programs. The downturns which occurred in 1949 and 1954 were 
moderate. In such periods, as in periods of rapid expansion, careful 
and constant attention was given to estimating the effects of all perti- 
nent economic influences. Such close examination has highlighted the 
need for more and better facts about the workings of the economy. 

We know, for example, that consumers last year spent over $250 
billion. The sellers of goods and services want to know just where 
the expansion of consumer purchases occurred, and what kind of 
things are rising fastest in popularity. Producers and distributors 
have to make big decisions on the basis of these facts. How much 
should be carried in inventories, against future demand? How much 
should be invested in new production facilities? What fields offer 
opportunity for new business ? 

We recently released the results of our 1956 survey of anticipated 
expenditures by business for new plant and equipment. These outlays 
do not move forward at a steady rate; they reflect the progress, plans, 
and competitive outlook of a great many individual business firms. 
Lusiness expects to invest an additional $35 billion in new facilities 
this year. We are able to show how that expenditure will be dis- 
tributed, as among manufacturing, public utilities, and other major 
types of enterprise. 

Adjustments in manufacturing and trade inventories were a promi 
nent factor affecting total economic activity in 1954. Since then, the 
character of inventory changes in process has been carefully studied. 
Such analysis must relate inventor y changes to the behavior of sales, 
new orders, and order backlogs. And the interaction of these factors 
must be judged against a record of varying patterns in different 
industries. 

We think the American businessman is regularly furnished with 
more economic facts than any other, and he knows better how to use 
them. The United States has led the world in the de a nt of 
economic indicators. Still, the requirements imposed by the Nation’s 
growth have put a strain on facilities for getting the facts about that 
erowth, 

The Office of Business Economics has been faced with demands for 
more information with no additional provision of resources. We have 
not been able to maintain forward progress at a desirable rate, and 
have had to take a few steps backward. Our reporting on the business 
population—the number of existing businesses, the rate at which new 
businesses come into being or established ones go out—has been reduced 
from a quarterly basis to just twice a year. The decline in the fre- 
quency of such reports has been acc ompanied by a decline also in our 
ability to analyze such information for its implications as to the 
welfare of small business or local enterprise. 

The extensive justification which we have submitted to the Appro- 
priations Committee describes in detail the improvements which we 
can make in four specific areas of business facts if the requested 
increase for fiscal 1957 is granted. Not only can more precise infor- 
mation be provided for additional goods and industries, the present 
information can be made more reliable, more comprehensive, and 
more timely. 

The areas selected as representing the most urgent needs are con- 
sumer expenditures, manufacturers’ inventories, programmed capital 
outlays, and the business populaton. Our choice of these has been 






























endorsed by the Council of Economic Advisers and the Bureau of the 
Budget; they are listed in special analysis J of the President’s 1957 
budget. The selection is in line with the recommendations of the con- 
gressional Joint Committee on the Economic Report, as contained in 
the 1955 report of its Subcommittee on Economic Statistics. 

Underlying the last-named report are the results of intensive 
examinations made for the congressional group by five committees of 
private experts from industry “and the economic profession. These 
investigatory panels were set up by the Federal Reserve Board ex- 
pressly to pinpoint present lacks in necessary information. ‘Therefore 
a great deal of careful evaluation stands behind the technical pro- 
posals made in our justification. The fiscal 1957 request for the Office 
of Business Economics represents our considered, minimum estimate 
of what is needed to remedy existing deficiencies in the Nation’s tools 
of economic analysis. 

Now, Mr. Chairman, you have indicated from the various pages on 
these justi fications—— 

Mr. Tuomas. Well, may I interrupt you there long enough to say 
that you have made a very fine statement. Mr. Meehan, it is « ‘ertainly 
nice to see you and your colleagues, including your assistant here, 
Mr. MeNally, as well as Mr. Denison, and your Chief Statistician, 
Mr. Paradiso. 


PREPARATION OF NATIONAL INCOME AND PRODUCT DATA 


Mr. Mernan. Mr. Chairman, this justification provides for the 
improvement of our facts on the national income and the material we 
have on general business trends. It breaks down into the four projects 
which I specified in my opening remarks. 

We are asking for $55,000 for the improvement of our data on con- 
sumer purchases of goods and services, which, as I indicated before, 
approximated $250 ‘billion in 1955. That increase is designed to 
improve our consumer expenditure estimates. 

We will have from the Census Bureau very shortly the results of 
the 1954 census of manufacturers which are used as a base for building 
up our estimates of consumer expenditures by commodities. It is an 
intricate process which requires a considerable amount of work to 
incorporate the results of this large census enumeration into our 
national income and product accounts. 

We propose also to utilize the material from the annual census of 
manufacturers to carry forward the statistical material from the 1954 
census. This will enable us to correct important deficiencies in this 
area and it will give us certain additional details which we have had 
to eliminate and which we no longer carry in our table of consumer 
expenditures 1 in our national income report. 

It is also proposed to publish the statistics in constant prices in 
somewhat more detail. As you know, we publish now the statistics 
in constant prices only annually, and we do so for the three broad 
groups in the gross national produc t. 

Also, in this justification we propose to put the constant dollar fig- 
ures on a quarterly basis and to publish annually the constant dollar 
figures in greater detail. 

This segment is a matter of interest to the Joint Committee on the 
Economic Report, which has stated that the need for promptly avail- 
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able facts on the related aspects of consumer behavior being great, the 
Bureau of the Budget should review the various federally sponsored 
programs in this field. Included in this reference is this item covering 
consumer expenditures. 

The breakdown of the $55,000 involved in that project is given in 
the detailed justifications. ‘That is principally a salary item. 

The requirement for “Other objects” does not weigh so heavily in 
this particular project as it does in the two others whic h I shall men 
tion next. 


SURVEY OF PLANT AND EQUIPMENT EXPENDITURES 


The second project which in our judgment needs improvement is 
our survey of plant and equipment expenditures. Our record of re 
sults from that survey, which we have been ¢ arrying on since 1947, 
is relatively good. Nevertheless, statistically certain parts of that sur- 
vey are not w hat the *y should be. 

Mr. Tuomas. Do you estimate that it is going to be 22 percent better 
than it was last year for a total of $35 billion 

Mr. Meenan. Yes, sir; that will represent an increase of about 10 
percent over the rate at the end of 1955. 

Mr. Tuomas. How accurate now do you think your estimate is? 

Mr. Meenan. I think it is a re asonably good estimate. We have 
reviewed our performance over the period since 1947, which was the 
first year for which we made this particular estimate. We get our fig- 
ures, as you know, from business concerns. The history of ‘the surve y 
has been that we have not only shown the general trend of this invest- 
ment in the years for which we have done the sur vey, but we did get 
in our returns the turning points in the shifts in business which we 
have had, the last one being the turn in the second quarter of 1955. 

Our survey showed a low point for the first quarter of 1955 when you 
recall that business generally was improving. 

In 1950, when the Korean situation broke out in June of that year, 
our survey for the year underestimated the total but there was a very 
considerable change in the second half of the year, as you will recall. 

Last year our series correctly showed an increase but underestimated 
the magnitude of the actual increase in these outlays which we realized 
last vear. 

We are asking for an increase in the appropriation for the work 
that we are doing on plant and equipment expenditures of $95,000. 
Involved in this is some of the “Other objects” expenditures which you 
noted earlier in your comments. 

These new plant and equipment estimates are one of the most wide ly 
used indicators of business conditions and prospects. The increase in 
our budget, which we are asking for 1957, is designed to correct weak- 

esses in these estimates and to provide greater detail as recommended 
in recent studies. 

If I might read the part of the report of the Subcommittee on Eco- 
homies Statistics of the Joint Economic Committee, which is Senate 


Report No. 1309, and this reference is taken from page 4 of the 
report 


Mr. Tromas. Have we not had that sent to all the committees ? 


Mr. Yares. That was the letter which was inserted in the record 
today. 


75136—56 40 
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Mr. Tuomas. It was read a while ago, and I would venture to say 
that it has been read at least four times during these hearings. 

Mr. Mrenan. I will go on and indicate what is proposed to be done. 

Mr. Preston. Let us hit this thing and pinpoint it. Let us approach 
this from a target standpoint instead of generalities. I have heard so 
many generalities in the last few days until I am beginning to get 
confused. 

Mr. Mrenan. I think I can pinpoint this for you, Mr. Chairman, in 
terms of the re quireme nts for Improving cert: in segments of this par- 
ticular survey. We need to expand the sample coverage which we 
have, and which in my judgment is inadequate for certain of the indus- 
tries we are covering. With the aid of a larger sample we will be able 
to provide information on additional lines of trade, a breakdown of 
plant and equipment by size of firms, and a breakdown into plant and 
equipment separately, 

In connection with some of these “Other object” expenditures, this 
will require, in the judgment of the technicians who have gone over it, 
a sizable increase in the sample to approximately 30,000 firms. 


STATISTICS ON INVENTORIES AND NEW ORDERS 


The next item which I should like to review is an improvement of the 
sti atistic s which we have on inventories and new orders. 
These inventory figures are very important by reason of the extensive 
character of the fluctuations which we have had in the past, and the 
fact that they are a matter of central interest at the present time. We 
collect a part of the information upon which our estimated total inven- 
tories are based in this industry survey which we get out each month. 
We are asking for $70,000 for the purpose of improving that survey 
in ada to give as a breakdown of 25 major industries for inventories, 
sales, and new orders, and a breakdown of inventories by stage of 
fabrication for 12 major industries. 


BUSINESS POPULATION PROJECT 


I have already mentioned our work on the business population, that 
is, the number of Operating business concerns. What is needed is an 
increase of $20,000. 

Mr. Preston, Are you talking on Current Business Analysis Divi- 
sion or the National Economics Division 2 

Mr. Mrenan. No, sir; I am speaking of the operations in the Busi- 
ness Structure Division. Reference is to the project on business popu- 
lation on page 714 of the justifications. 

Included in the increase of $185,000 shown on page 710 is this item 
on the business population. We are asking for an increase to restore 
that series to a quarterly basis. Formerly, it was ona quarterly basis 
but it has been put on a 6-month basis at the present time. Also, we 
have had to cut down very considerably on the amount of information 
which we previously supplied. 

Mr. Preston. You want an increase of $20,000 for this purpose; 
is that right ? 

Mr. Mernan. Yes, sit 
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CURRENT BUSINESS ANALYSIS DIVISION 


Mr. Preston. Let us take the next item, the Current Business An 
alysis Division. 

Mr. Meenwan. In the Current Business Analysis Division we are 
asking for a continuation of the amount which we have at the present 
time. 

Mr. Presron. That is a continuous program; Is it not 

Mr. Meenan. That is right. 

Mr. Preston. ‘The program is working very well; is it not ¢ 

Mr. Meenan. That is right. That is ‘whe re, Mr. Chairman, we get 
out the Survey of Current Business which includes the 2,600 series of 
business indicators we publish each month. 


NATIONAL ECONOMICS DIVISION 


Mr. Presron. Let us take up now the next item, Mr. Meehan, which 
is the National Economics Division. 

Mr. Meenan. In the National Economics Division we are asking 
for $32,910. ‘That program will be continued under the budget request 
at the same rate as in fiscal 1956. 

Mr. Preston. In this activity you are called upon to get up special 
materials for the Council of Economie Advisors, and so forth; is 
that right? 

Mr. Meeuan. That is right, Mr. Chairman. 


COMPUTATION OF THE BALANCE OF INTERNATIONAL PAYMENTS OF TIE 
NITED STATES 


Mr. Presron. Let us now take up the next division which is the 
Balance of Payments Division under the heading of “Computation 
of the Balance of International Payments of the United States.” 

Mr. Mernan. Yes; we get out the Balance of International Pay- 
ments of the United States quarterly and annually. That is where 
we keep track of our foreign exchange of goods and services, of the 
international investments of the United States, the flow of capital in 
both directions, and the return on the capital which we have invested 
abroad. 

We are requesting in the budget a continuation of that program 
at the same level as in the current fiscal year. 

Mr. Preston. In this program you do such things as obtain infor- 
mation on the expenditures of American tourists abroad, freight earn- 
ings of American shipping companies overseas, and private invest- 
ments abroad as well as foreign investments in the United States and 
other things of that nature; is that right ? 

Mr. Meruan. That is correct, Mr. Chairman. 

Mr. Tomas. How much was spent by American tourists abroad 
last year? Was that figure $1.5 billion ? 

Mr. Meenan. I do not have that figure in my head, but it is included 
in our table. 
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ADMINISTRATIVE EXPENSE 





Mr. Presron. I note your request for administrative expense remains 
the same. 

Mr. Mernan. Yes. We had planned to continue the administra- 
tive expense at the same level in the next fiscal year as in the current 
fiscal year. 

Mr. Presron. All told, you seek 34 additional positions on an 
average ¢ 


Mr. Meenan. That is right. 
OTHER OBJECTS OF EXPENDITURES 


Mr. Presron. You also seek an increase of $300,000 of which $191,- 
450 is in the area of “Other objects” ? 

Mr. Mernan. The increase, Mr. Chairman, is $240,000 of which the 
increase requested for other objects is $65,000 as shown on page 704 
of the justifications. 

Mr. Preston. I see. The $300,000 includes the $60,000 paid ? 

Mr. Meenan. That is right. That was included in the $960,000 
for the current year, where the pay increase had been adjusted into 
the base. 

Mr. Preston. You have an increase in every item under “Other 
objects” except taxes ? 

Mr. Meen an. That is right, Mr. Chairman. 


OTHER CONTRACTUAL SERVICES 


Mr. Preston. Under “Services performed by other agencies,” you 
have an increase of $24,500. Just what is that, briefly ? 

Mr. Mernan. The increase there is due in part to the increase re- 
quested for our business population statistics which we are proposing 
to put on a quarterly basis, and involves transfers to the Social Security 
Administration which makes the basic compilation for us. It also 
includes the cost of the surveys of plant and equipment expenditures 
and inventories which I previously mentioned. There would be cer- 
tain transfers to other Government agencies in connection with draw- 
ing the samples for these surveys. 


COMMUNICATIONS 


Mr. Preston. Why are you practically doubling your communica- 
tions, Mr. Meehan ¢ 
Mr. Mernan. That results from the expanded surveys which we 
are proposing. These additional surveys will require a considerable 
amount of mailing which, naturally, increases that item very con- 
siderably. 
TRAVEL 


Mr. Preston. Your request for travel has more than doubled, has 
it not / 

Mr. Meenan. Yes. In connection with these same surveys it will 
be necessary for us to send some individuals into the field to pretest 
the questions and to determine how certain of the proposed break- 
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downs which we have in here can be obtained from businesses with a 
minimum of work on their part. The travel increase is related en- 
tirely to the increase in the overall size of the budget. 

Mr. Preston. Do you have any questions, Mr. Thomas / 

Mr. Tuomas. I have no questions, Mr. Chairman. 

Mr. Preston. Mr. Yates? 

Mr. Yates. Mr. Meehan, may I ask what your present grade is? 
Do you have a civil-service grade ? 

Mr. Meenan. Yes, sir. 

Mr. Yares. What is your grade / 

Mr. Meenan. It isa grade 17. 

Mr. Yates. Youarea 17? 

Mr. Mreenan. Yes, sir. 

Mr. Yates. What about the others in your administration, includ- 
ing Mr. Denison and Mr. Paradiso? Are they in supergrades also ? 

Mr. Meenan. No. 

Mr. Yares. They are not? You are the only supergrade in your 
department ¢ 

Mr. Meenan. Yes, sir. 

Mr. Tuomas. You do not mean you do not have any of them ¢ 

Mr. Meenan. No, sir. 

Mr. Preston. Mr. Clevenger ? 

Mr. CLEVENGER. No questions. 

Mr. Preston. Mr. Bow, do you have any questions ? 

Mr. Bow. I have no questions, Mr. Chairman. 

Mr. Preston. Mr. Horan ? 


STUDY OF SPENDING HABITS OF CONSUMERS 


Mr. Horan. How do you go about studying consumer habits and 
changes in habits? I believe “consumer conduct” is the way you 
referred to it. 

Mr. Meenan. I referred to the project for an expansion of our 
work in the field of consumer expenditures. In the national income 
accounts one of the principal elements we have is the amount which 
is spent by consumers, which, as I indicated a while ago, represents 
about two-thirds of the total gross national product. We break that 
(lown at the present time into about 80 different lines of commodities 
and services purchased. We build up our commodity estimates in 
census years from the manufacturers’ and distribution data. 

The latest census enumeration prior to the one which is underway 
at the present time was that for 1947. We have carried the estimates 
forward in the national income accounts principally on the basis of 
the retail-sales data for the commodities, and for the services we draw 
upon a very wide variety of data and information on current trends 
in the principal lines of service expenditures. 

Mr. Horan. Is that useful to business to have that information ? 
I presume it is. 

Mr. Mernan. Yes; the data are highly useful to business. It is 
highly useful to know what proportion’ of the personal income flow 
to individuals is being spent and how much of it is saved. 

Our data provide one of the principal measures of the shifts in the 
spending habits of consumers. 
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We have also done from time to time—Mr. Paradiso did the latest 
one—a very interesting analysis, on the basis of our national income 
data, of the shifting pattern of consumer expenditures in the postwar 
period as compared with the way the consumer spent his money in 
prewar years. As you know, there have been very large shifts in the 
pattern of expenditures. 

Mr. Horan. We have noticed that in marketing research with re- 

gard tothe Department of Agriculture. So many women are working 
now that we have a trend in processed foods which is increasing to 
the benefit of the middlemen between the farmers and the consumers. 
Of course, it has its impact upon the farm income, as a result of the 
trend toward TV dinners, and that sort of thing. 

I do not know how we can apply it to help the farmers in that 

‘ase, but I suppose it does have its effect where processing between 
the producer of the raw materials is increasing, but between the pro- 
ducer of the raw materials and the ultimate consumer it is not in- 
creasing. However, you do have those studies, and I can see where 
they would be useful to the man in the middle. They might not 
necessarily help the fellow who is producing the raw material. 

That is all I have, Mr. Chairman. 

Mr. Preston. Thank you, gentlemen. That concludes the hearings 
for this portion of the bill. 

Mr. Meenan. Thank you very much, Mr. Chairman. 

Mr. Mvuetitrr. May I thank you, Mr. Chairman, for our group, 
and tell you we have received very courteous treatment. We appre- 
ciate the opportunity of appearing before you. 

Mr. Presvon. Thank you, Mr. Mueller. We have enjoyed having 
you. 

UNIFORM ALLOWANCES 


Mr. Moore. Mr. Chairman, on page 151 of the committee print there 
is some language on uniform allowances. May we please put a justi- 
fication in the record? I believe that will be all that is nec essary. 

Mr. Presron. I think so, Mr. Secretary. That will be fine. 

(The justification referred to is as follows :) 


UNIFORM ALLOWANCES 


Section 103 of the general provisions provides for the purchase or allowance 
for uniforms for employees of the Department of Commerce. The authority for 
this provision is contained in the act of September 1, 1954 (68 Stat. 1114, as 
amended), and would authorize the Department to provide uniforms, or allow 
ances therefor, to personnel required to wear uniforms in the conduct of their 
official duty. This would include such employees as nurses, guards, and chauf 
feurs. This centralizes the provisions which were included in individual appro. 
priation acts for the Office of the Secretary, Bureau of the Census, Civil 
Aeronautics Administration, Maritime Administration, and the National Bureau 
of Standards in fise al year 1956. 
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Turespay, Marcu 27, 1956. 
NATIONAL BUREAU OF STANDARDS 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

DR. ALLEN V. ASTIN, DIRECTOR 

FRED S. POORMAN, DEPUTY COMMISSIONER, PUBLIC BUILDINGS 
SERVICE 

CHARLES G. PALMER, CHIEF, ESTIMATES BRANCH, PUBLIC BUILD- 
INGS SERVICE 


CONSTRUCTION OF FACILITIES 


Mr. Moore. We have witnesses from Public Buildings Service, Gen 
eral Services Administration, in connection with the construction item 
for the National Bureau of Standards. May we bring those in and 
introduce them ¢ 

They are Mr. Fred 8S. Poorman, Deputy Commissioner, and Mr. 
Charles G. Palmer, together with Mr. Robert S. Walleigh and Dr. 
Allen V. Astin, who were here before you previously. 

Mr. Presron. Last week when we were hearing the presentation of 
the Bureau of Standards there was some discussion about the item of 
“Construction and facilities,” for a new building for the Bureau of 
Standards. In that discussion it was determined that it would be 
advisable to have representatives of General Services Administration 
come up and tell us something about what you plan to do with these 
buildings proposed to be vacated by the Bureau of Standards, and 
some general information about the property. 

Do you have any further comment to make, Dr. Astin? I notice 
you came today. 

Dr. Astin. 1 am here in case you have further questions. 

Mr. Preston. Very well. 

Mr. Poorman, are you going to speak to this or Mr. Palmer ¢ 

Mr. Poorman. I will start, sir, and he will be glad to answer any 
questions. 

I might say we are pleased to be here. We are sorry that we were 
not around the other day when the subject first came up. I am won- 
dering, Mr. Chairman, if we may say for the record that we have 
definite plans for either the utilization of or the disposal of that prop- 
erty and if I may, I would like to go off the record to discuss it a little 
further. 

Mr. Preston. It would be proper, I suppose, to discuss that phase of 
it off the record. 

(Discussion off the record.) 


SUITABILITY OF BUILDINGS FOR OCCUPANCY BY GOVERNMENT AGENCIES 


Mr. Preston. On the record. 

How many buildings are there on this property / 

Dr. Astin. Total of 89. 

Mr. Preston. How many are temporary / 

Dr. Astin. Fifty-three are considered temporary structures and 
36 permanent. 
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Mr. Preston. Mr. Poorman, of the 36 permanent-type buildings, 
how many are suitable for utilization by Government employees, or 
Government agencies? Are you familiar with all of the buildings on 
this property / 

Mr. Poorman. I am not, no, sir. We have had our regional people 
out to look at them and it is our opinion that generally speaking, those 
buildings shown within this area here | indicating] exclusive of some 
of these very small ones can and will be converted to a permanent use. 
There are perhaps a dozen major buildings there that would consti- 
tute the greater portion of the space. 

Mr. Preston. Well, some of the buildings out there are permanent 
buildings that just don’t lend themselves at all to occupancy for office 
purposes ¢ 

Mr. Poorman. Some of the special buildings we were just discuss- 
ing, such as the hydraulic laboratory, and the high voltage laboratory, 
conceivably could be used for some kind of storage activity, not for 
office space. We would have to consider them one by one, depending 
on what activity was going out there. We would not propose to 
utilize any of them that could not be economically converted. 


COST OF REMODELING 


Mr. Preston. Have you given any thought to how much it would 
cost you to remodel the buildings to make them suitable for office use ? 

Mr. Poorman. We have not firmed up an estimate. On the basis 
of general practice it would be somewhere around $6 to $8 a square 
foot. We have not extended our study to that detail, sir. 


VIEWS OF GENERAL SERVICES ADMINISTRATION ON NEED FOR NEW FACILITIES 


Mr. Preston. Are you people in General Services Administration 
supporting this idea of building a new building for the Bureau of 
Standards? 

Mr. Poorman. The Bureau of Standards have established the cir- 
cumstances which have prompted them to make that recommendation 
through the Department of Commerce and the Bureau of the Budget 


therefore the administration, have concurred in the desirability of 
their moving to a new location. 


Mr. Preston. What do you say about it ? 

Mr. Poorman. The functional requirements that they outline seem 
to indicate it is desirable to move out. 

Mr. Preston. Does the General Services Administration have any 
feeling about this matter one way or the other ? 

Mr. Poorman. Sir, again, we believe this is in line with the admin- 
istration’s policy as reflected by ODM and we are in support of the 
adminiistration’s policy. We have given the Bureau of Standards 
administrative support, in fact, we prepared these estimates for them. 


LOCATION OF NEW QUARTERS 


Mr. Preston. Do you have any ideas on the new location for the 
Bureau of Standards? 

Mr. Poorman. We have disc ussed locations with them in very gen- 
eral terris. I believe Dr. Astin is better prepared to speak to that 
point. 
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Mr. Preston. He has already spoken to it. I just wanted to know 
if you had any ideas about it. 

Mr. Poorman. In line with the ODM policy, it would be in the 
order of twenty-odd miles from the city. We would hope the location 
could be combined with, or be near, certain other F rede facilities 
which would enable us to make some savings in terms of utilities and 
transportation. 

Mr. Presron. Dr. Astin, does the site that you have tentatively 
planned on have any means of transportation; is it accessible by any 
ty . gy public transportation ? 

Astin. We have at the present time not settled on a site suffi- 
c nis definite to resolve the question of public transportation. Tow- 
ever, one of the criteria which we have in mind within the general 
range of 15 to 25 miles, average of 20, from Washington, is that it be 
near or reasonably accessible to the new United States Route 240. 
It would also be desirable, I think, if we could be near the B. & O. 
Railroad. 1t might make transportation easier if we had available 
both rail and car transportation as well as possibly buses. 


COST OF MOVING 


Mr. Preston. Mr. Poorman, do you have any idea about how much 
it is going to cost to effect this move if the committee approves a new 
site, new buildings? 

Mr. Poorman. Our estimate for construction is $40 million. That 
does not include certain highly specialized equipment for which the 
Bureau of Standards would be expected to prepare specifications and 
arrange acquisition. So that our share of it would be $40 million. 

Mr. Preston. How much to get them moved from their present site 
to the new site ? 

Mr. Poorman. Around a million dollars. 

Mr. Preston. We would buy that right now. 

Mr. Poorman. Mr. Palmer is pulling my arm in the other direction. 

Mr. Preston. I am sure he is. 

Mr. Poorman. I am talking of the physical movement. 

Mr. Patmer. There is a lot of specialized mechanical equipment. 

Mr. Poorman. We have reconciled our differences here. Mr. Palmer 
is talking in terms of some specialized equipment that is more or less 
a fixture and where it would need to be removed and reinstalled. I was 
talking in terms of moving bodies and office equipment. Mr. Palmer’s 
evaluation of moving present special equipment which, would be aug- 
mented by others NBS would arr: inge to acquire, is in the order of 
$214 million. 

Mr. Preston. Now, let us see, Dr. Astin, are you prepared today to 
give us your best estimate on how much above $40 million the special- 
ized equipment would cost ? 

Dr. Astin. I don’t think I could do any better than Mr. Bolton 
stated at the prior hearing, which was that the cost of all of the other 
things together, on the basis of past practice, might come to as high 
as 50 percent of the construction cost. 

This is a most difficult thing to estimate casually and it is one of 
the estimates that we would expect to come up with if we get = 
authorization to go ahead. A part of this proposal for this yea 
will go to the detailed study of the new structure and the move a 
the equipment needed. 
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APPRAISAL OF PROPERTY 


Mr. Yarers. I want to know who made the appraisal on these prop- 
erties on Connecticut Avenue? Did you have an independent ap- 
praisal or is this by your staff? 

Mr. Poorman. We have an appraisal staff. We handle disposal 
of all surplus real property and we have an appraisal staff and that 
was made by our staff. 

Mr. Yates. Thank you. 

Mr. Preston. Thank you, gentlemen, all of you, for coming down. 

Mr. Moore. Mr. Chairman, may I take this opportunity to thank 
you in the name of the Secretary of Commerce and also personally 
for your very courteous treatment to the Department of Commerce 
at this hearing ? 

Mr. Preston. Thank you, Mr. Secretary, it has been a pleasure to 
have you. We have enjoyed the hearings; they have been enlightening. 


Monpay, ApriL 9, 1956. 
ST. LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


WITNESSES 


M. W. OETTERSHAGEN, DEPUTY ADMINISTRATOR 
E. REECE HARRILL, COMPTROLLER 

RAYMOND F. STELLAR, ENGINEER 

B. T. JOSE, ASSISTANT COMPTROLLER 


ADMINISTRATIVE EXPENSES 
Administrative expenses 
1955 actual | 1956 estimate | 1957 estimate 


Program by activities 


Administration $201, 619 $280, 000 $325, 000 
Financing: | 
Balance not available for subsequent use 48, 381 
Limitation 250, 000 | 280, 000 325, 000 


Proposed increases in limitation due to pay increases 10, 000 
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Average salaries and grades 
General schedule grades 
Average salary $7, 451 
Average grade 


1 Personal services: 
Permanent positions 


Positions other than permanent », BOL 
Regular pay above 52-week base 
Payment above basic rates 774 
Other payments for personal services 14, 845 
Total personal services 127, 952 
02 Travel 11, 596 
03 Transportation of things 25 
04 Communication services 3, 358 
05 Rents and utilities 8, 967 
06 Printing and reproduction 1, 890 
Photographing 
07 Other contractual services 5, 452 
5; Services performed by other agencies 9, 563 
i 08 Supplies and materials 4, 936 
09 Equipment 23, 354 
11 Grants, subsidies, and contributions 4, 304 
15 Taxes and assessments 132 
Total administrative expenses 201, 619 


Program and financing 


1955 actual 


PROGRAM 
Activities 


Land and land rights, including relocation of properties $526, 585 
Locks 164, 835 
Channels and canals 31, 000 
Navigation aids and related facilities 
Buildings and permanent operating equipment 
Engineering and design 1, 460, 576 
Supervision and administration 491, 252 
Total applied costs 2, 974, 248 
Unapplied cost —- 73, 563 
Total cost , 3, 147, 811 
Relation of costs to obligations: Increase in selected resources 
available for future application to activity costs 10, 714, 420 
Total program 13, 862, 231 


FINANCING 


Balance brought forward: 


Authorization to borrow from Treasury 105, 000, 000 
Deduct obligations outstanding less current assets 
Total balance brought forward 105, 000, 000 
Total available 105, 000, 000 
Balance carried forward —91, 137, 769 


Financing applied to program . 13, 862, 231 





1956 estimate 


E Accrued administrative expenses by objects 

ES 

4 

a Object classification 1955 actual 
lotal number of permanent positions 17 
Full-time equivalent of all other positions 2 
Average number of all employees 12 
Number of employees at end of year 17 


200) 


1956 estimate 


$2, 483, 
6, 132, 
2, 495, 

44, 
979, 


1, 096, 
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$5. 166, 500 
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50, 000 
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759, 000 
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Budget authorizations and receipts, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AND RECEIPTS AVAILABLE 


Receipts from operations: Decrease in working capital other 


than cash $605, 625 $1, 863, 375 $6, 920, 000 
Balance brought forward: 

Unobligated (authorization to borrow from Treasury 105, 000, 000 91, 137, 769 68, 387, 152 
Obligated 

Cash " 157, 814 356, 152 

Authorization to borrow from Treasury 11, 162, 231 22, 112, 848 

rotal balance brought forward 105, 000, 000 102, 457, 814 90, 856, 152 

lotal budget authorizations and receipts available 105, 605, 625 104, 321, 189 97, 776, 152 


EXPENDITURES AND BALANCES 


Gross budget expenditures: 


Applied cost 2, 974, 248 13, 232, 100 42, 063, 500 
Unapplied cost 173, 563 232, 937 695, 500 
I'ctal gross budget expenditures 3, 147, 811 13, 465, 037 42, 759, 000 
Balance carried forward 
Unobligated (authorization to borrow from Treasury) __-.- 91, 137, 768 68, 387, 152 25, 628, 152 
Obligated 
Cash 157,814 356, 152 517, 152 
Authorization to borrow from Treasury - 11, 162, 231 22, 112, 848 28, 871, 848 
Total expenditures and balances 105, 605, 625 104, 321, 189 97, 776, 152 


Budget expenditures 


1955 actual | 1956 estimate | 1957 estimate 


Gross budget expenditures $3, 147, 811 $13, 464, 037 $42. 759, 000 
Receipts from operations 605, 625 1, 863, 375 6, 920, 000 
Net budget expenditures 2, 542. 


2, 186 11, 601, 662 35, 839, 000 


Distribution of net budget expenditures 


Out of prior budgetary authorization to borrow from 
lreasur 2, 700, 000 11, 800, 000 36, 000, 000 


Out of receipts and balances of the fund — 157,814 — 198, 338 — 161, 000 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The committee will come to order. 

The first item which we will take up this morning is the St. Lawrence 
Seaway Development Corporation, which is to be found on page 183 
of the committee print. 

We have separate justifications for this item and we will insert in 
the record at this point pages 4, 5, 5—a, 11, and 12. 

(The pages referred to follows: ) 


NARRATIVE STATEMENT 


The St. Lawrence Seaway Development Corporation, a wholly Government- 
owned enterprise, was created for construction, operation, and maintenance of 
that part of the St. Lawrence seaway which is within the territorial limits of the 
United States. The dredging and construction phase of the Corporation’s opera- 
tions is scheduled to be completed in sufficient time to permit opening the seaway 
to traffic in 1959. 

The Corporation is authorized to sell to the Secretary of the Treasury revenue 
bonds payable from corporate revenues, with a limit of $105 million outstanding 
at any one time. Pursuant to law these bonds shall mature in not more than 
50 years and shall bear interest at a rate determined by the Secretary of the 
Treasury. 
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BUDGET PROGRAM 


Activities of the Corporation in fiscal year 1957 will continue to relate to dredg- 
ing and construction of a canal, 2 locks, and navigation channels in the 46-mile 
International Rapids section lying between Ogdensburg and below Massena, 
N. Y., and certain channel and related navigation works in the 68-mile Thousand 
Islands section lying between Lake Ontario and Ogdensburg. This dredging and 
construction, in conjunction with related navigation improvements to be provided 
by Canada, and the power-development works being provided by the Power 
Authority of the State of New York in cooperation with the Hydro-Electric Power 
Commission of Ontario, will afford a 27-foot channel from Lake Erie to Montreal, 
the present authorized limit of deep-draft ocean shipping on the St. Lawrence 
liver. 

Construction program, by activities 


{In thousands] 


Fiscal year 


1956 and Fiscal year Percent of | Cost to com 
prior-year 1957 cost completion plete 
cost 
Land and land rights including relocation of 
properties $3, 010. 2 $5, 166. 5 75 $2, 710.1 
Locks 6, 597.8 25, 614. 4 77 9, 491.2 
Channels and canals 2, 526.4 6, 087.6 67 4, 295.3 
Roads. - : 654.8 
Navigation aids and related facilities - | 156. 0 2, 844.0 
Buildings and permanent operating equipment 44.3 1, 209. 1 17 | 6, 324. 1 
Engineering and design. __ 2, 440.3 350.0 98 | 67.8 
Supervision and administration _ 1, 587.3 3, 479.9 68 | 2, 342.9 
Unapplied cost -- 406. 5 695. 5 —1, 102.0 
Total cost 16, 612.8 42, 759.0 68 | 27, 628. 2 
Relation of costs to obligations. 20, 000. 0 — 20, 000. 0 
Total program... 36, 612.8 42, 759. 0 91 7, 628. 2 


Land and land rights including relocation of properties.—During the fiscal vear 
i957 the $5,166,500 will be applied to relocation of properties, including a high- 
way, a railroad, and related bridges. 

Locks.—The major part of the construction cost in 1957 will be on two locks, the 
Grasse River lock and the Robinson Bay lock, located in the Long Sault Canal in 
the vicinity of Massena, N. Y. Costs in 1957 are expected to reach $25,614,400 
contrasted with $6,132,900 in 1956. At the end of fiscal year 1957 the locks are 
scheduled to be approximately 77 percent complete. 

Channels and canals.—The second major portion of the construction program 
covers the dredging and construction of the channels and canals at an estimated 
cost of $6,087,600 in 1957 compared with $2,495,400 in 1956. These features are 
scheduled to be 67 percent complete at the end of fiseal year 1957. 

Navigation aids and related facilities.—This will cover such aids that will enable 
an ariner to safely navigate the seaway, and related facilities to operate and main- 
tain the navigation aids. The initial work is scheduled to get started in 1957 at 
an estimated cost of $15€,000, and is expected to cost $3 million when completed. 

Buildings and permanent operating equipment.—These facilities will consist of 
operating buildings and equipment, marine base for floating plant, and adminis- 
tration and maintenance buildings. Costs applied toward their completion in 
1957 are estimated at $1,209,100. 

Engineering and design.—This covers advance engineering and design work, 
studies, preparing design memorandums, plans and specifications, and scheduling 
operations. Costs for 1957 are expected to amount to $354,000 in 1957 and the 
engineering and design work is expected to be 98 percent complete. 

Supervision and administration.—The $3,479,900 represents a proportional in- 
crease in fiscal year 1957 due to the peaking of the construction program during 
this period and the shifting of emphasis from the engineering and design phase to 
the actual supervision and administration. 

Administrative expenses.—The limitation proposed for administrative expenses 
in 1957 is $325,000. The slight increase over 1956 is needed primarily to recruit 
operational spcialists to plan for the mobilization of personnel and equipment for 
the opening of the seaway, as well as a modest increase to the supervisory and 
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administrative staff. This amount also includes a provision for the movement 
of the Corporation’s Washington, D. C., office to Massena, N. Y. 

Relation of costs to obligations.—As of the end of fiscal year 1957 a total of 
$79,371,800 represents both work that has been performed and contracted for, 
and will be 91 percent of the estimated cost of the seaway. The cumulative cost 
of work performed through the end of fiscal year 1957 is expected to be $59,371,800 
which will represent 68 percent of the total work to be accomplished, The 
difference of $20 million represents outstanding orders and contracts for work to 
be performed after fiscal year 1957, 


FINANCING THE BUDGET PROGRAM 


The cost of the seaway is estimated to be $87 million with $18 million of the 
$105 million authorized not anticipated to be needed as a result of the deferment 
of certain works in the United States portion of the seaway. As of June 30, 1955, 
the Corporation had committed $13,862,231 and it is estimated that $22,750,617 
will be committed during the current vear, leaving a balance of $50,387,152 of 
the $87 million available to finance these activities during 1957 and subsequent 
vears. The Corporation is also authorized to use receipts from operations to 
finance its operation and maintenance program and repay the Government’s 
investment, including interest thereon; however, no receipts from operations are 
estimated until the seaway is opened to traffic. 


OPERATING RESULTS AND FINANCIAL CONDITION 


The only expenses for 1957 are those incurred for administrative expenses 
authorized by the Congress and interest payable to the Treasury on the revenue 
bonds outstanding. Together these total $1,045,000. Since all expenses are 
capitalized and no income realized during the period of construction, the Cor- 
poration will show neither income nor loss for 1957. 

Net effect on budget expenditures is expected to reach a peak at $35,839,000 
in 1957 as compared with $11,601,662 in 1956. 

The total investment of the Government in the Corporation is expected to 
reach $50.5 million by the end of 1957 represented by bonds held by the Treasury. 


Accrued administrative expenses by objects 


j 





Object classification 1955 actual | 1956 estimate | 1957 estimate 
' 
Total number of permanent positions 17 24 | 26 
Full-time equivalent of all other positions 2 2 2 
Average number of all employees 12 24 | 26 
Number of employees at end of year 17 24 | 26 
Average Salaries and grades: | 
General schedule grades: | | 
Average salary $7, 451 $7, 387 | $7, 639 
Average grade ; 10.1 10.2 | 10. 5 
01 Personal services—administrative expenses: 
Permanent positions $106, 432 $190, 000 $207, 000 
Positions other than permanent 5, 901 | 15, 000 15, 000 
Regular pay above 52-week base 725 
Payment above hasic rates ; 774 | : ; 
Other payments for personal services 14, 845 | 8, 275 6, 000 
Total personal services 27, 952 214, 000 | 228, 000 
02 Travel | 11, 596 15, 000 | 20, 000 
03 Transportation of things 25 1,000 | 20, 000 
04 Communication services | 3, 358 4,500 | 5, 000 
05 Rents and utilities 8, 947 12, 000 | 12, 000 
06 Printing and reproduction | 
Photographing | e po | 2, 000 
Other | , 890 > | 8, 
07 Other contractual services. 5, 452 5, 000 | 5. 000 
Services performed by other agencies 9, 563 | 10, 000 | 4, 400 
08 Supplies and materials 4,936 | 3, 000 3, 000 
09 Equipment | 23, 354 | re 
11 Grants, subsidies, and contributions 4,394 15, 000 | 17, 000 
15 Taxes and assessments 132 500 600 
Total administrative expenses... eas, eek al 201, 619 290, 000 | 325, 000 
| 
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Mr. Preston. This is a request for administrative expenses in the 
amount of $325,000, an increase of $45,000 over the 1956 base. 

It is noted that Mr. Castle is confined to the hospital and is not able 
to be present today. In his absence we have with us the Deputy 
Administrator, Mr. W. M. Oettershagen. 

Mr. Ocettershagen, we will call on you now to speak to this request 


GENERAL STATEMENT 


Mr. OrrrersHAGEN. Yes, sir. May I say, sir, that we have with 
us Mr. Harrill, the comptroller; Mr. Stellar, engineer, and Mr. Jose, 
assistant comptroller. 

Mr. Preston. Do you have a general statement, Mr. Oettershagen? 

Mr. OvrrrersHaGeNn. | have a general statement. Would you like 
to have something of a general nature or summary before we go into 
the specific items? 

Mr. Preston. Do you have a prepared statement which you can 
file for the record? 

Mr. OrETTERSHAGEN. Yes, sir. 

Mr. Preston. Let us file it for the record at this point. 

(The statement referred to follows:) 


STATEMENT OF THE Deputy ADMINISTRATOR 


Mr. Chairman and members of the committee, we appreciate the opportunity 
of again coming before you to present the estimated budgetary requirements of 
the St. Lawrence Seaway Development Corporation for the fiscal year 1957. 

The St. Lawrence Seaway Development Corporation is the governmental 
agency charged with the responsibility of constructing, operating, and maintaining 
the United States portion of the St. Lawrence seaway, which is being undertaken 
jointly by the Governments of the United States and Canada for their mutual 
security and economic benefits. 

The Corporation is constructing and will operate and maintain the navigational 
improvements in United States territory within the 114-mile international section 
of the St. Lawrence River extending from Lake Ontario downstream to St. Regis, 
Fe A 

The navigational improvements being constructed by the United States include: 

1. The 10-mile Long Sault Canal with 2 locks and appurtenant facilities, 
which include the construction of dikes, highway and railroad relocation, 
bridges, and a highway tunnel under | of the locks; 

2. Channel improvements in the eastern approach to the Long Sault Cana! 
adjacent to Cornwall Island; 

3. Lowering of scattered obstructive rock shoals in the Thousand Islands 
section; and 

4. Navigation aids and channel markings. 

The navigation facilities are scheduled for opening in the spring of 1959 on a 
27-foot channel basis for ships from Montreal to Lake Ontario. By the fall of 
1958 the powerplant will be in operation, and by raising the power pool in July 
1958 the Long Sault Canal will have sufficient water to accommodate ships of 
14-foot draft. A very tight and coordinated schedule of construction by the 
agencies involved is required. All agencies are gearing their program to meet 
this schedule. 

PROGRESS TO DATE 


The efforts of the Corporation to date have been devoted to the establishment 
of an organization, to the initiation of design and construction work in conjunce- 
tion with the Corps of Engineers, United States Army (the Corporation’s con- 
struction agent), to reviewing and approving the plans, designs, and specifica- 
tions, to coordinating negotiations with the St. Lawrence Seaway Authority of 
Canada and the Power Authority of the State of New York, to the awarding of 
construction contracts, and to the performance of certain excavation work for 
the canals and the related dike construction. 
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During the past year, the Corporation has given special consideration to its 
responsibility under the enabling act and the Government Corporation Control 
Act in order to determine what costs should be financed by the Corporation and 
included in the toll base. 

In ruling on a special case relating to the installation, maintenance, and opera- 
tion of aids to navigation, the Comptroller General rendered a decision dated 
November 2, 1955, in which he stated: 

‘These provisions reasonably establish an intent by the Congress that responsi- 
bility for the administration and cost of the United States portion of the seaway 
should be solely that of the Corporation and that all costs related to the con- 
struction, operation, and maintenance of the seaway should be recovered from 
the tolls collected. Consequently, it appears that the cost of construction and 
maintenance of the aids to navigation which are required for the safe and efficient 
use of the locks, canals, and channels may be considered as a part of the cost of 
the seaway. It is our opinion, therefore, that the construction and maintenance 
of such aids is a responsibility of your Corporation and that the costs thereof 
properly should be included in the toll-rate base.”’ 

With respect to this matter, the Coast Guard contends that the ruling of the 
Comptroller General on the financing and responsibility of the aids to navigation 
is in conflict with the general statutory authority of the Coast Guard, and that 
the question has not as vet been resolved. Accordingly, and at the desire of the 
Coast Guard, the question is being submitted to the Attorney General for his 
consideration and decision. 

\ study of Public Law 358, 83d Congress, and its legislative history, seems 
clearly to establish, in the opinion of the Seaway Corporation, that all features 
of the United States seaway project were intended to be placed on a self-liquidat- 
ting basis, including the cost for the installation and annual maintenance of the 
new system of aids to navigation, which are necessary and an integral part of the 
new waterway. 

The estimated cost of the seaway, as presented in the budget, contains an amount 
of $3 million for the aids to navigation and related supporting facilities. The 
Corporation contends that if it must finance this cost from its funds and include 
the amount in its toll base, it must have the responsibility for the construction 
and operation of the aids to navigation, and control over the related costs. 

As a self-sustaining and self-liquidating governmental project, the Seaway 
Corporation is required under its own act and the Government Corporation 
Control Act to finance the cost of many expenses which are not included in the 
cost of normal public-works projects financed from appropriated funds. Ex- 
amples of such costs to be financed by the Corporation as a part of the cost of the 
project are the administrative expenses, rental of space in Government-owned 
buildings, payment for the Government’s contribution to the civil-service retire- 
ment fund and other funds for the benefit of the employees, and the audit ex- 
penses of the General Accounting Office. 

The Seaway Corporation has assumed all of the financial obligations and respon- 
sibilities bestowed upon it by law. It will operate and maintain the locks, canals, 
channels, and navigation aids, and perform related work including the collection 
of tolls. All of the costs will be included in the toll base and recovered by the 
Corporation’s revenue. The Corporation is in the process of planning for the 
mobilization of its operating forces to meet these responsibilities. 

During the year several meetings were held with the representatives of the St. 
Lawrence Seaway Authority of Canada. Relations with our Canadian counter- 
part are most harmonious and the two seaway entities are working in an atmos- 
phere of cooperative understanding. The agenda of the meetings with our 
Canadian counterpart have included toll studies, engineering matters, and the 
coordination of the construction program between the two agencies. 

By an exchange of notes, agreement was reached by the two seaway entities 
for the joint construction of an international bridge across Polleys Gut. The St. 
Lawrence Seaway Authority of Canada will build and pay for the substructure. 
and our Corporation will do the superstructure work of the bridge. This will be 
a combined railroad-highway bridge replacing an existing bridge which will have 
to be removed to permit passage of seaway shipping. 

As of March 31, 1956, the Seaway Corporation had awarded construction and 
supply contracts in the amount of $65,500,000. Through February 1956 the 
completion percentages on the major contracts were approximately: 


Percent 
Lock excavation and embankment work -- oY ke eee ee en ree ee 
Upper end of Long Sault Canal - - _- : ee, ete Reet. ee 
Main portion of Long Sault Canal_ ; . sah iin mes scot dien ees acum anes 10 
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Summing up the total construction program in terms of dollars through Feb- 
ruary 1956, approximately 10 percent of the total work had been completed, 
amounting to $9,250,000. 


CONSTRUCTION PROGRAM FOR FISCAL YEAR 1957 


The Seaway Corporation submitted, pursuant to the Government Corporation 
Control Act, its program of work estimated at $42,759,000 for the fiseal year 1957. 
The activities of the | sche eae will continue to relate to the dredging and 
construction of a canal, 2 locks, and navigation channels in the 46-mile Inter- 
national Rapids Se ction lying between Ogdensburg and St. Regis, N. Y., and 
certain channel and related navigation works in the 68-mile Thousand Islands 
Section lying between Lake Ontario and Ogdensburg, N. Y. The amounts in 
round figures of the estimated program are to be applied to the following items: 


Land and land rights, including the relocation of properties _. $5, 166, 000 
PO Bee ek i ee ols oe ten as s ; _. 25, 614, 000 
Channels... _ -- £3 6, 087, 000 


, 365, 000 
4, 525, 000 


General- -purpose buildings and related navigation facilities 
Engineering, supervision, administration, and miscellaneous costs 


_ 


Total cost of work to be performed - _---_- oe , 12, 759, 000 


At the end of the fiscal year 1957, the project is scheduled to be 91 percent 
under contract, with 68 percent of the work performed. Fiscal year 1957 will 
represent the pes ak of the construction program for the seaway. 


ADMINISTRATIVE EXPENSES 


The Corporation has submitted a request for administrative expenses in the 
amount of $325,000. These proposed expenditures represent the Seaway Corpora- 
tion’s Washington office administrative costs. The slight increase over 1956 is 
needed primarily to augment the administrative and supervisory staff as a part 
of our plan for mobilizing the personnel for the opening of the seaway, and to 
provide for the movement of the Washington office and administrative staff to 
Massena, N. Y. The number of personnel for the administrative staff will continue 
to remain small throughout the fiscal year 1957. When the Corporation is 
staffed for operation in 1958, the administrative personnel will have to be increased, 
The Corporation now has 28 employees on its staff, 19 of which are assigned to 
the Washington office and 9 to its field offices. 


LANGUAGE CHANGES 


Additional language is requested for two items under the Corporation’s limita- 
tion on expenses. 

The first provides that not to exceed $1,500 may be expended to extend courte- 
sies, upon the approval or authority of the Administrator. The Saint Lawrence 
River development program is being carried out by four governmental agencies, 
namely the St. Lawrence Seaway Development Corporation of the United 
States, the St. Lawrence Seaway Authority of Canada, the Hydro-Electric 
Power Commission of Ontario, and the Power Authority of the State of New York. 
The program involves international relationships as well as State-provinical rela- 
tionships. The funds requested will also be used for the reception of any foreign 
visitors who are invited to see the project. Any expenses under this small authori- 
zation will be kept to an absolute minimum and will have the personal approval 
and certification of the Administrator that such expenses are made for the benefit 
of the Seaway Corporation in carrying out its function. 

The second item provides for the purchase and operation of 4 passenger-carrying 
vehicles instead of the 2 used cars which the Corporation now owns and operates. 
The vehicles are to be used for construction, supervision, and inspection during 
the remainder of the construction period. The Corporation’s activities extend 
along the St. Lawrence River for 114 miles. 

The vehicles requested will be used by the personnel of both the Seaway Cor- 
poration and its construction agent, the Corps of Engineers, during the remainder 
of the construction period. After 1958 they will be used by the Corporation in 
the operation and maintenance of the seaway. 


75136—56——41 
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CONCLUSION 


This completes our prepared statement. We shall be glad to go over specific 
items in the estimates and answer questions at the pleasure of the committee. We 
can assure you that the Corporation will continue to make every effort to ac- 
complish its assigned work with.dispatch and in the most efficient and economical 
manner possible. Before closing, we would like to extend an invitation to the 
members of this committee to visit the seaway project area, whenever convenient 
to you, in order that you may see first-hand what is being done by this Corporation 
in collaboration with our copartners in constructing this epochal public-works 
improvement. 


CONSTRUCTION PROGRESS REPORT 


Mr. Presron. Will you please proceed, Mr. Oettershagen? 

Mr. OrrTreRsHAGEN. I| can brief it for you if you could care to 
have me do so, sir. 

Mr. Preston. Very well. 

Mr. OrrrersHaGcEeN. We are delegated and required under Public 
Law 358 to construct in the United States territory 27-foot seaway 
works in the Saint Lawrence seaway in conjunction with the Seaway 
Authority of Canada and the Power Authority of the State of New 
York and the Province of Ontario. What we are budgeting for 1957 
is $42.75 million. 

We have moved from the purely excavation type of work in the 
seaway into the construction stage of locks. 

I would like to call your attention, sir, to our exhibits on the far 
end of the room depicting the Grasse River lock in the Long Sault 
Canal and the New Polleys Gut Bridge, a combined highway and 
railroad bridge, which was made unecessary because of the relocation 
of the New York Central Railroad. 

Our program is about on schedule and we are slight!y more than 
9 percent complete on the entire project. 

We had as of March 31 some $65 million under contract and by 
the end of the budget year we expect to have 91 percent of our work 
under contract. 

We are scheduled to complete our section of the seaway by July 1, 
1958. 

Apropos of the slight increase in our administrative cost for 1957 
we are slightly augmenting our staff as our field workload increases 
and from now on we will have to enlarge the staff both engineeringwise 
and administratively, and especially so, sir, in view of the fact that 
we are making a toll study in conjunction with the Tolls Committee 
of the Canadian Authority. Therefore, from now on it might be 
expected that our staff will gradually continue to increase until we 
get to the point where we have the kind of staff which will operate 
the seaway after the construction period. 

The Corps of Engineers of the Army is doing the detailed design 
work which is coming along on schedule. I think you will all be as 
proud of the work as we are. The project is a very exciting one and 
it has captured the imagination of millions of people. We expect a 
great number of visitors. Before I forget it, sir, we would like to 
extend an invitation to the members of your committee to visit the 
seaway. We would be glad to have you some time later in the year, 
when structural work is really progressing. I am sure you will be 
well repaid for such a visit. 
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In the me santime we are proceeding on schedule. The Corps of 
Engineers’ design load is falling off and the field superintendence and 
inspec tion load is picking up. 

That is, briefly, the construction status. 

If you wish | could go into the highway design and highway con- 
struction as well as the excavation wor k which would include dikes and 
so forth, as well as the Thousand Islands section, where we will remove 
rock shoals in the 68-mile section between Lake Ontario and Ogdens- 
burg, as well as the many ramifications of the job which are all 
gear at this time. 

Mr. Preston. Where are the maps which you have for use of the 
committee? 

Mr. OrrrersHAGEN. We have them here, sir. 

This is the 68-mile Thousand Islands section where we will remove 
scattered rock shoals between Lake Ontario and Chimney Point, 
which is just below Ogdensburg. The second section of the map 
shows the International rapids section where the river drops 90 feet 
It is at this section where the power is being developed. Our seaway 
canal bypasses these power works at that point [pointing to map|]. 
That is, essentially, our main construction item, although we will do 
dredging in the south channel. around Cornwall Island 

The power authority is to perform virtually all of the dredging for 
us in this area to create the 27-foot depth because of the power 
requirements and our specifications. A great deal of benefit comes 
to this project from power project works. 

Mr. Preston. You say you are slightly ahead of schedule? 

Mr. OfrrerRsSHAGEN. Yes; we are on some of the excavation, and 
we are just about on time with the locks. We are getting into gear 
very rapidly and we have some very good contractors. We expect to 
see them do a bangup job and carry through. 


ANTICIPATED DATE OF COMPLETION AND ESTIMATED COST 


Mr. Preston. For the sake of the record, what is the estimated 
time for the completion of this project? 

Mr. OrrrersHAGEN. July 1, 1958, sir. 

Mr. Preston. At a total cost of how much? 

Mr. Harrity. The estimate calls for $87 million, which is our 
present estimate as submitted in the budget. Of course, since that 
has been submitted, we have now entered into between 70 and 
percent of the contract work. Some of the contracts have been less 
and some have been over the amount included in the $87 million esti- 
mate. However, there will be a change in that estimate due to our 
contracting experience, and after further surveying and model testing 
for the dredging to determine the actual work to be done. 

Mr. Tuomas. That is the total United States cost. In order to 
make your picture complete, give the Canadian cost, the power cost, 
as well as who will defray the power cost. 

Mr. Harri. The Canadian cost will be about $2 to our $1, and 
will probably amount to over $200 million. The Power Authority of 
New York State will probably put up about $300 million or better, 
and the Province of Ontario will probably put up a similar amount. 
That will make the total cost of the entire development of the river 
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program about $1 billion. The power cost will be financed by the 
State of New York and the Province of Ontario. 
Mr. Tomas. That is $600 million made up of $300 million each 
from the State of New York and the Province of Ontario? 
Mr. Harrinu. Yes, sir. That will all be recovered from the sale 
of power. 
METHOD OF FINANCING 


Mr. Tuomas. How is that financed? 

Mr. Harriti. The two power entities are authorized to issue bonds. 
They are issuing these-bonds and paying interest. 

Mr. Tuomas. The point is that power is not guaranteed either 
directly or indirectly—the power cost by the Federal Government? 

Mr. Harriui. That is right. 

Mr. Presron. You have authority to raise $105 million; is that 
right? 

Mr. Harritu. That is right. 

Mr. Preston. Your estimated cost to be financed by public debt 
receipts is $87 million; $18 million less than your authority? 

Mr. Harri. Yes, sir. 

Mr. Preston. What do you recommend in regard to this $18 
million? Would you be in favor of rescinding this authorization? 

Mr. OxrrrersHAGEN. No, sir; not at this juncture. 

The capriciousness of bidding nowadays on contract work is such 
that we must have a reserve because we are surprised both ways in 
some of our contracts. Some of them are low, and others are higher 
or threaten to be higher than we expected. We have some very 
extensive dredging to do and we are frankly apprehensive about the 
bidding on that dredging. Therefore, I would say that we should go 
along as we are until we firm up all our contracts. 


INCREASED COSTS DUE TO UNEXPECTED EXCAVATION AND CONSTRUC- 
TION DIFFICULTIES 


Mr. Harriu. In connection with the letting of contracts, the 
biggest contract just recently awarded exceeded the Government’s 
estimate by about $4.5 million. That will have to be reflected some- 
where in this reserve of $18 million. That is the contract for the 
Grasse River lock of which you see the architects rendering on the 
easel. 

Mr. Preston. Who made the Government estimates? Did the 
United States Corps of Engineers make those estimates? 

Mr. Harriuu. Yes, sir. 

Mr. Preston. They are not usually that far off. What happened? 

Mr. OerrersHAGEN. Well, I will tell you, sir; I think the excavating 
contractors on this whole work have been hurt. They have found 
the material unlike anything they have encountered anywhere else 
in the United States. We have what is called glacial till which weighs 
about 150 pounds to the cubic foot, and much of it has to be shot 
away before it can be handled readily. The contractors have suffered 
losses on it. In the Grasse River lock area we have marine clay which 
is very soft, with the result that because of the flat angle of repose 
there must be additional excavation in connection with that lock job 
and that work is also costly. That problem, I think, has put the 
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general lock contractors on alert and they do not want to take a loss. 
Consequently, there is a decided increase in that one item alone due 
to the character of the soil in making additional excavations for this 
lock. Also, the tight construction schedule has a great deal to do 
with this increased cost. We have 4 months less in which to build 
this lock than we have on the Robinson Bay lock. 

Mr. Sreviar. Mr. Chairman, the contractor will be working prac- 
tically around the clock on this Grasse River lock, probably 3 shifts 
a day, 24 hours a day, and you will recall also that up there in the 
north country the winters are long, which circumscribe the time in 
which concrete can be poured economically. All of those factors add 
up to a difficult piece of engineering. 


INSPECTION OF PROJECT 


Mr. Prustron. Who is doing the inspection work on this project? 
Is the United States Corps of Engineers doing that work? 

Mr. OxnrrERSHAGEN. The Corps of Engineers, yes, sir; plus our own 
engineering personnel which we will put in there as we move along. 

Mr. Preston. What is the need for two sets of engineers? 

Mr. OrrreRsHAGEN. We have a very, very limited staff. At the 
present time we have one man in the field at Massena, N. Y. 

Mr. Preston. One in the field—one engineer? 

Mr. OrerreRSHAGEN. Yes, sir; and in our Buffalo office the four of 
us in the engineering branch have been reviewing the plans and esti- 
mates and specifications of the Buffalo district office and we will move 
into the field as that work picks up and as the design load tapers off 

Mr. Preston. What is your engineering work? Is it more to 
interpret the work of the United States Engineers to your people? 

Mr. OkTTERSHAGEN. Yes, sir; but we hold meetings and exchange 
ideas. We have skills on our side of the design work, sir, which 
contribute very greatly, I think, to the engineering design, and we 
are interested, of course, in bringing about a design that will result 
in a low operating cost. We are trying to save money as we go along 
in refinement of operations, and introduce as much modern electronics 
as we can in order to simplify the future operations. 


ANALYSIS OF REQUESTED INCREASE IN PERSONAL SERVICES AND OTHER 
OBJECTS 


Mr. Preston. You are asking for two additional people on your 
staff; is that right? 

Mr. OrerrerRsHAGEN. That is right. 

Mr. Preston. That is at a cost of roughly $14,000. Also, you 
are requesting about $35,000 in “Other objects’’? 

Mr. OnrreRsHAGEN. Yes, sir. 

Mr. Preston. You have a pretty high average grade in your office. 
You have an average grade of 10.5, and the average salary is $7,639. 

Are a good many of these people specialists? 

Mr. Harritu. Yes, sir; that is right. Most of our work has to do 
with the administration, supervision, and direction of the Corporation, 
as well as carrying on negotiations with the other three entities 
involved in this river development program. This includes such 
work as overall planning, scheduling of construction work, toll 
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studies, financial and other problems relating to this international 
undertaking. 

The Corps of Engineers has approximately 190 people assigned to 
the seaway work. Included in these are a number of administrative 
personnel of a lower grade who perform most of the clerical and 
administrative work in connection with the construction program. 
Of course, when we get into operations and maintenance and hire our 
own operating and administrative personnel, our average is going 
down considerably. Right now we have certain key personnel who 
will form the nucleus of the force which will continue when operations 
of the seaway start. 

Mr. Preston. You will have a total of 26 employees if this budget 
request is allowed; is that right? 

Mr. Harriuu. That is right—for the administrative expenses. 

Mr. Preston. For administration? 

Mr. Harrity. That is right. In addition to that, we have some 
personnel stationed in the field working directly with the Corps 
of Engineers. 

Mr. Preston. Are they on your payroll? 

Mr. Harriuu. Yes, sir; they are on our payroll. 

Mr. Preston. Where are they reflected? 

Mr. Harritu. They are reflected in the main justifications down 
under “Engineering and design” and “Supervision and administra- 
tion.” 

Do you have the detailed personnel schedule, Mr. Jose? 

Mr. Josn. Yes, sir. 

Mr. Harem. This is published in the appendix to the budget. 
We would have a total there of nine in the field. 

Mr. Preston. Where will we find that in the justifications? 

Mr. Harritu. The justifications which you have are for the ad- 
ministrative expense only. The total detailed personnel is in the 
budget appendix. 

Mr. Preston. You are paying this out of the capital funds? 

Mr. Harri. That is right; field expenses are not paid out of our 
limitation. 

TRAVEL 


Mr. Preston. Why are you increasing your travel by 25 percent? 

Mr. Harritu. We plan to move to Massena, N. Y. in June 1957. 
That will mean the moving of all of our personnel as well as their 
dependents. In addition, during the budget year, which will be the 
peak construction period, more travel will be required than heretofore 
by our staff in the direction and coordination of this work. That will 
require more funds for travel and, as you know, travel allowances 
went up from $9 to about $12 a day. 

Mr. Preston. We know that. 

Mr. Harritu. Yes, sir. 

Mr. Preston. Your increase is actually one-third, rather than 
25 percent. Itisincreased from $15,000 to $20,000. 

Mr. Harriwy. Yes, sir that takes care of the travel of the families. 

Mr. Tuomas. You have another item which takes care of that; 
do you not? 

Mr. Preston. I believe that is under ‘“Transportation of things.” 

Mr. Harrityt. The item I have been explaining, sir, covers the 
travel of the persons themselves. 
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TRANSPORTATION OF THINGS 


Mr. Preston. Under “Transportation of things,’’ you have an 
increase from $1,000 to $20,000. 

Mr. Harritu. That takes care of the moving of our entire office 
from here to Massena and the household effects of the employees 
as well. 

Mr. Preston. How far will Massena be from the site of your most 
important work? 

Mr. Harritu. It will be right at it—possibly less than 3 miles 
away. It is between the two locks. Our work extends for quite a 
distance—it stretches 114 miles—but our principal work is in this 
46-mile area. 

Mr. STevuAR. It is shown a little more clearly right here, Mr. 
Preston. Here is the main canal [pointing to map], 10 miles long, and 
Massena is just a short distance to the south. 

Mr. Preston. That is a good map. I do not know whether we 
had one of these last year or not. 

Mr. OrrTreRSHAGEN. There are some copies here which we can give 
you. 


ADDITIONAL SUMMARY JUSTIFICATION DATA-—-BREAKDOWN OF BUDGET 
ESTIMATE ON PROJECT BASIS 


Mr. Preston. I believe it might be helpful to anyone who might 
wish to study this record to have a narrative account of what you are 
doing on the various projects as you have shown them in the justifi- 
cations. We will insert into the record at this point justification 
pages 33 through 50, which I think will give adequate information to 
anyone who desires to see in a more detailed manner what work is 
going on. 

(The pages referred to follow:) 


Justification data for St. Lawrence seaway—Fiscal year 1957 budget request 
THOUSAND ISLANDS WORK SITE 


{In thousands] 


1955 1956 1957 


01 Lands and damages.__..--- - 156. 0 
Fiscal year 1956: Covers acquisition of all lands necessary for dredg- 

ing channels in United States waters of the St. Lawrence River. 

Pending determination of channel alinement in accordance with 

hydrographic data now being accumulated, the number of parcels of 

land to be acquired necessary to provide the authorized channel 

bottom width of 450 feet, are not presently determinable. Results of 

hydrographic survey will be finalized during the winter season and the 

Power Authority of the State of New York will be directed to acquire 

necessary lands during the spring of calendar year 1956 in order to 

permit initiation of dredging during the summer of 1957. 

09 Channels ca , ecw eased 1, 034. 3 
Fiscal year 1957: It is proposed to award a contract on July 1, 1956, | 

with contract operations commencing on Aug. 1, 1956, for dredging, 

rock removal and channel clearing in the St. Lawrence River from 

Lake Ontario downstream to Chimney Point. Dredging will be done | 

as required in order to provide a channel with a minimum channel | 

bottom width of 450 feet and a depth of 27 feet below low-water datum. 
Completion of dredging contract is scheduled for Jan. 1, 1958. 

30 Engineering and design...............-.....-...-.-- wtéliemea 

_ Fiscal year 1955: Engineering and design studies were initiated. 

Field survey contro] operations were started on October 1954 and 

field sweeping operations commenced during May 1955. | | 
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Justification data for St. Lawrence seaway—Fiscal year 1957 budget request—Con. ; 
THOUSAND ISLANDS WORK SITE—Continued 


{In thousands] 


| 
| 1955 | 1956 1957 


Fiscal year 1956: Field sweeping operations are scheduled to be | 
completed in November 1955. Design memorandum and plans and | | 
specifications for the required channel dredging contract will be com- 
pleted and invitation for bids will be issued during the latter part of the 
fiscal year. 











34 Supervision and administration- ith seinaeinsare an 5.5 23.7 93.8 
Total, Thousand Islands work site-.-.-..--..--.-- — 78.0 285. 2 | 1, 128.1 
| | 
LONG SAULT CANAL WORK SITE 
01 Lands and damages. : 526.6 | 320. 4 


Fiscal year 1955: Covers acquisition of lands in the Long Sault Canal 
work site and completion with the exception of 3 fringe parcels now in | 
the process of acquisition. For the excavation of the canal, exclusive | | 
of lock areas, 1,277 parcels of land totaling 2,386 acreas have been | 
acquired. In addition, 19 parcels of land in the Grasse River lock area 
totaling 932 acres have also been acquired. Acquisition of these lands | 
was necessary for initiation of construction of the project works and to | 
provide adequate working areas for the contractors. 

Fiscal year 1956: Acquisition of lands for relocation features will be 
accomplished. 
02 Relocations__-_- gcerus kts sd es rett2cses as 1, 947. 2 | 5, 166.5 

-1 Roads: | 

The East-West Highway (02.1a) will connect a north-south highway | j 
being built by the Power Authority of the State of New York and 1 
Polleys Gut Bridge and will form part of a route for through Inter- 
national Highway traffic replacing the Roosevelt Bridge over the | 
South Channel of the St. Lawrence. The contract for the eastern end | 
of the highway was let in July 1955 and work is scheduled for comple- | 
tion in November 1955. Some of the western part will pass over a dike | | 
to be built as part of another contract and cannot be built until the dike 
is completed. Planning for the western section is scheduled for the 
fall of 1956 and construction for the period April-November 1957.. oe 

The Cornwall Island Highway (02.1b) will connect Polleys Gut | 
Bridge with the Roosevelt Highway near the existing North Channel 1 
Bridge and will be the Canadian portion of the Roosevelt Highway | | 
relocation. Planning is now in progress and is scheduled for comple- | 
tion in December 1955. Construction is scheduled for the period | 
May-June 1956 : a, : ; 2 ae ee eoe (118. 8) 

The highway from South Grasse River Road over Grasse River | 
Bridge (02.1c) will provide a connection between the county highway 
system south of the river and access roads at Grasse River lock for 
local traflic between Cornwall Island and St. Regis. Planning is now | | 
in progress and is scheduled for completion in October 1955. Con- | 


ee (324. 0)| (100. 0) 





struction is scheduled for the period May-July 1956__.---- ak shcekdonataal (18. 7)} (10. 0) ; 
Roads (02.1d) over dikes 1 and 6 are temporary work to maintain t 
traffic during construction of the dikes. Construction is scheduled | | 
for the period June—October 1956__..._.._----- : ae i ilasal acsliea ete sisi (10. 7)} (40. 0) 
NI Ie BE Oe eee dieunnbkees leevsencoes (267. 8)| (586. 6) 


All the track relocations (02.22) will join to form a new route for the 
Ottawa branch of the New York Central Railroad to replace the | | 
existing route across the South Channel and Cornwall Island. | 

The section from station (+-00 to station 1234-00 (02.2a (1)) will be 
built first to bring material to the Crasse River lock contract. Plan- 
ning for this section is in progress and is scheduled for completion in | 
October 1955. Construction is scheduled for the period April-Novem- 
ber 1956. 

The section from station 123+-00 to station 163+-00 (02.2a (2)) will | 
cross the lock site and its construction will be integrated with the | 
lock construction. Planning is in progress and is scheduled for com- | 
letion in December 1955. Construction is scheduled for the period | | 
May-June 1957. | j 

The section from station 163+00 to Polleys Gut Bridge (02.2a (3)) | 
will be built after completion of the previous section. Planning is in | 
progress and is scheduled for completion in December 1955, Construc- 
tion is scheduled for the period April-June 1957 

Phe section on Cornwall Island (02.2a (4)) will connect from Polleys | 
Gut Bridge to the existing railroad near the North Channel Bridge. 

It will parallel the highway (02.1b) and will be built simultaneously. 





Planning is in progress and is scheduled for completion in December | 
1955. Construction is scheduled for the period May-June 1956. 

Demolition on Cornwall Island (02.2b (1)) will require removal of 
both track arid fill of the abandoned rail route since it passes through a 
cultivated area. This can be done only after the relocated route is-| 
available for service. Planning isin progress and is scheduled for com- | 
pletion in December 1956. Construction is scheduled for the period | 
December 1957 to January 1958. | 
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Justification data for St. Lawrence seaway—Fiscal year 1957 budget request—Con. 
LONG SAULT CANAL WORK SITE—Continued 


{In thousands] 


1955 | 1956 | 1957 


On the United States side of the channel, demolition (02.2b (2)) will 
consist only of removal of rails and ties since the area is not cultivated. 

Work wil] be done at the same time as demolitionin Canada. Plan- 
ning is in progress and is scheduled for completion in December 1956. 
Construction is scheduled for December 1957 and January 1958. 

Che work on communications and safety facilities (02.2c) consists of 
relocating railroad communication lines from the old route to the new 
and of providing protective signals at bridges used jointly by rail and | 
highway traffic. Planning will be negligible and will be accomplished | 
prior to construction, which is scheduled for the period December 1957 | 
to January 1958. 

3 Bridges and tunnels: | 

Polleys Gut Bridge (02.3a) will provide a crossing for rail and high- | 
way traffic \in separate lanes) to replace the South Channel Bridge. | 
Its completion date is set by the need for a new route to permit demoli- | 
tion of the old bridge before the seaway can be opened to navigation. | 
Planning is in progress and is scheduled for completion in December 
1955. Construction is scheduled for the period April 1956 to December | 
a ee eee Ow Ase ener gen ke wero cord (443.5)| (2, 143. 6) 

Grasse River lock swing bridge (02.3b) will provide a joint crossing 
for relocated rail and local highway traffic over the seaway. The 
bridge substructure will be built as part of the lock walls, so construc- | 
tion of bridge and lock must be coordinated. Planning is in progress | 
and is scheduled for completion in December 1955, Construction is | 
scheduled for the period January-September 1957 : | (387. 5) 

Grasse River Bridge (02.3c) will provide a joint crossing for relocated | 
rail and local highway traffic over Grasse River. This bridge and the | | 
adjacent section of railroad (02.2a (1)) will be used during construction | 
of Grasse River lock and the schedule has been expedited accordingly. | | 
Planning is now in progress and is scheduled for reg oe in Novem- | | 
ber 1955. Construction is scheduled for the period February-Decem- 
ber 1956__- . Fe | (511. 0) (1, 381. 3) 

The tunnel under Robinson Bay lock (02.3e) will form part of the 
relocated route for through International Highway traffic and will 
also provide access to the dam and powerhouse of the State power | 
authority. The general features of the tunne! will be built as part of | 
the lock, for which planning is scheduled for completion in September | 
1955. Construction of the tunnel is scheduled for the period July 1956- 

December 1957. Electrical work in the tunnel will be included with 

the same work for the lock. Planning for electrical work is scheduled | 

for completion in October 1955, and construction for the period October- | 

December 1957 eee Rae aaa ees cate aes (506. 0) 
SEN ooo eee ke : a eenease CR elie tesecennne 

Transmission lines (02.4a) owned by the St. Lawrence River Power 
Co. are being relocated to provide adequate clearance over the seaway | 
and, at other points, to remove them from the vicinity of the power 
project. The work is being done by the State power authority under 
an agreement by which the Seaway Development Corporation shares | 
in the cost in proportion to the work required. Construction is sched- 
uled for completion in September 1955. | 

A telephone line (02.4b) owned by New York Telephone Co. must | 
be relocated to provide clearance over the seaway. ‘Temporary relo- | 
cation for the construction period is scheduled for completion in Sep- | 
tember 1955. Permanent relocation will be made through a conduit 
in the tunnel at Robinson Bay lock. Planning for this work is sched- 
uled for completion in September 1955 and construction for November 
and December 1957. 

A transmission line (02.4b) owned by Niagara Mohawk Power Corp. 
will be relocated through the tunnel. Construction is scheduled for | 
November and December 1957. | 

6 S&tructures...........--- a as (11. 5) 

Fiscal year 1957: Work will start for the construction of customs and | 
immigration inspection facilities at the Polleys Gut Bridge. 
@ Loma, Boum Ber... ......5....55....-2.-. aa wag 166.0 2, 603. 4 12, 963. 7 

.1 Wock and guide walls-__--.-...-_.--_--- (166. 0) (2, 569.5)} (10, 449. 3) 

(a) Excavation.—Jack and Jim Maser—Fiscal year 1955: Bids were 
opened on Feb. 2, 1955, and contract was awarded on February 28, 1955. 
As of June 30, 1955, contractor had essentially completed clearing 
operations jn the lock area and had excavated 570,000 cubic yards of 
material and placed 364,000 cubic yards in the dike embankment. At 
the end of the fiscal year the contract was 20 percent completed and 
approximately 3 percent; ahead of schedule. 

Fiscal year 1956: Contract operations will continue and are sche- 
duled for completion during January 1956 with the removal of an addi- | 
tional 2,000}000 cubic yards of material from the lock area and the 
placement of about 650,000 cubic yards of additional material for dike 


construction. 
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Justification data for St. Lawrence seaway—Fiscal year 1957 budget request—Con. 
LONG SAULT CANAL WORK SITE—Continued 


{In thousands] | 


! 

1955 1956 | 1957 
Sone | | 
| 

(6) Exrcaration and backfill_—Fiscal year 1956: Excavation and back- | | 
fill under contract covers the earthwork required during the lock and | 
guide-Wall construction and will be included in the general construction 
contract. Excavation is scheduled to commence during the 4th quar- 
ter of fiscal year 1956 and approximately 350,000 cubic yards of material 
will be removed during the year. 

Fiscal year 1957: Excavation and backfill will be accomplished | 
simultaneously with the general construction contract and about 
4 million cubic yards of excavation and backfill are scheduled for 4 
accomplishment during the year. 

(c) General construction.—Fiscal year 1955: The design memo- 
randum and plans and specifications for Robinson Bay lock were 
initiated early in fiseal year 1955 and are scheduled for submission on | 
Sept. 15, 1955, and Oct. 1, 1955, respectively 

Fiscal year 1956: The contract is scheduled to be awarded during 
January 1956 on a continuing contract basis with work scheduled to i 
commence during February 1956. Approximately 100,000 cubic yards } 4 
of concrete are expected to be placed during the fiscal year. 

Fiscal year 1957: The majority of the construction is scheduled for 
accomplishment during fiscal year 1957 with completion scheduled for 


e . > | : 
Jan. 1, 1958, with the exception of the excavation and backfill referred ‘ 
to under (0) excavation and backfill, above 

.2 Gates and operating equipment __. “ (33. 9) (2, 514. 4) 


(a) Machinery supply.—Fiscal year 1956: Supply contract for 
machinery and machinery supplies is scheduled for award on Jan. 1, 
1956. The contract will cover machinery and supplies for Grasse 





River as well as Robinson Bay. 4 
Fiscal year 1957: Delivery of major items is scheduled to commence i 
during 2d quarter of fiscal year 1957. ; 
(b) Machinery installation.—Fiscal year 1957: Installation of ma- 
chinery will be included under contract for general construction at 3 
Robinson Bay lock. Installation is scheduled to commence during | : 
4th quarter of fiscal year 1957 with completion in 2d quarter of fiscal 4 
year 1958. | t 
(c) Electrical supply.—Fiscal year 1956: Contract for electrical sup- 5 
ply is scheduled for award in February 1956. This contract will cover | i 
electrical supply for Grasse River as well as Robinson Bay lock. 5 


Fiscal year 1957: Delivery of major items is scheduled to commence 
during 2d quarter of fiscal year 1957. 4 
(d) Electrical installation.—Fiscal year 1957: Contract for installa- ; 
tion of electrical items is scheduled for award during 3d quarter of 
fiscal year 1957, with the work continuing into fiscal year 1958 and 
completion in March 1958. | i 
(e) Transmission line (operating powerline).—Fiscal year 1956: 4 
The transmission powerline leading from lock to lock (Robinson Bay 
to Grasse River) is scheduled to be initiated during Ist quarter of 
fiscal year 1956, and essentially completed during the 2d quarter. 
This line will also service construction purposes. The final perma- 





| 

| 
nent tie-in will be made in the spring of 1958 after major lock construc- : 
tion is completed. 4 
05 Locks, Grasse River 298.9] 3,529.5} 12,650.7 ; 
-1 Locks and guidewalls as (298. 9)| (3, 495.6)} (10, 826. 0) 3 
a. Excavation contract.—WUutcher Construction Corp.—Fiscal year | | 3 
1955: Bids were opened in March 1955 and contract was awarded , 

to Dutcher Construction Corp. in April 1955. In June 1955 con- | 
tractor had completed clearing operations in the lock area and had 
excavated 550,000 cubic yards of material and placed 125,000 cubic % 


yards in the dike embankment. At the end of the fiscal year the ; 
contractor’s operations were on schedule at 19 percent completed. 
Fiscal year 1956: During current year the contractor is scheduled 
to excavate about 3,000,000 additional yards of material from lock i 
and borrow areas and place approximately 600,000 additional cubic | ; 


yards for embankment and dike construction. This contract is sched- 
uled for completion in February 1956. 

b. Excavation and backfill—Fiscal year 1956: Excavation and 
backfill under contract covers the earthwork required during the 
lock and guidewall construction and will be included in the general 
construction contract. Excavation is scheduled to commence during 
the 4th quarter of fiscal year 1956 and approximately 400,000 cubic 
yards of material will be removed during May and June of 1956. 

Fiscal year 1957: Excavation and backfill will be accomplished 1 
simultaneously with the general construction contract and about 4 
3,800,000 cubie yards of excavation and backfill are scheduled for ac- 
complishment during the year. 

c. General construction.— Fiscal year 1955: The design memorandum 
and plans and specifications were initiated early in fiscal year 1955 and 
are scheduled for submission on Aug. 1, 1955, and Nov. 1, 1955, respec- 
tively. 
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Justification data for St. Lawrence seaway—Fiscal year 1957 budget request—Con. 


LONG SAULT CANAL WORK SITE—Continued 


{In thousands] 


1955 | 1956 1957 
| 


i Fiscal year 1956: A contract is scheduled to be awarded during 
February 1956 on a continuing contract basis with construction sched- 
uled to commence during March 1956. Excavation and placement of 
concrete foundation will commence with approximately 75,000 cubic | | 
yards of concrete being placed by the end of the fiscal year. | 

| 
' 


Fiscal year 1957: The majority of construction is scheduled for ac- 
complishment during fiscal year 1957. | 
.2 Gates and operating machinery-. ; eel al 
: a. Machinery supply.—Fiseal year 1956: Supply contract for ma- | 
‘ chinery and machinery supplies, is scheduled for award in January | 
1956. The contract will cover machinery and supplies for Robinson | 
Bay as well as Grasse River. 

Fiseal year 1957: Delivery of major items is scheduled to commence 
during 2d quarter of fiscal year 1957 and be completed during 4th | 
quarter, fiscal year 1957. 

b. Machinery installation.—Fiscal year 1957 and fiscal year 1958: 
Installation of machinery will be included under contract for general 
construction at Grasse River lock. Installation is scheduled to com- 
mence during 4th quarter of fiscal year 1957 with completion in 2d 
; quarter of fiscal year 1958. 

: c. Electrical supply.—Fiseal year 1956: Contract for electrical supply 
is scheduled for award in February 1956. This contract will cover 
electrical supply for Robinson Bay as well as Grasse River. 

Fiscal year 1957: Delivery of major items is scheduled to commence 
during 2d quarter of fiscal year 1957 and be completed during 4th quar- 
ter, fiscal year 1957. 

d. Flectrical installation.—Fiscal year 1957: Contract for installation 
of electrical items is scheduled for award during the 3d quarter of fiscal 
year 1957 with work continuing into fiscal year 1958 and completion in | 
April 1958. 

e. Transmission line (operating powerline).—Fiseal year 1956: The 
transmission powerline leading from lock to lock (Robinson Bay to 
Grasse River) is scheduled to be initiated during Ist quarter of fiscal 
year 1956 and essentially completed in the 2d quarter. This line will 
service construction purposes. The final permanent tie-in will be 
made in the spring of 1958 after major lock construction is completed. | 
09 Channels a hbnaaya ‘ wey pda -| 31.0 | 2, 366.7 | 3, § 

1 Canals_- son checikee k= tee! (31.0)|  (2,136.9)| (3, 508 

a. Canal ercavation contract.—Badgett Mine Stripping Corp.—Fiseal | 
year 1955: Bids were opened and contract was awarded in January 
1955 for canal excavation between stations 43+80 and 187+60. In 
4 June 1955 the contractor had excavated 106,500 cubic yards of material | 
: and this portion of canal excavation was on schedule at 5 percent com- 
j pleted. 

t Fiseal year 1956: During the current year the contractor is scheduled 
to excavate approximately 2,500,000 cubic yards of material from the 
canal area at Richards Point and Croil and Long Sault Islands. 

Fiscal year 1957: The remaining excavation of about 1,300,000 cubie 
yards of material will be completed during fiscal year 1957 with con- 
tract completion in January 1957. 

b. Canal excavation.—Peter Kiewit Sons’ Co. and Morrison 
Knudson Co., Inc.—Fiscal year 1955: Bids were opened in May 
1955 and contract was awarded for the mainland portion of the canal. 
As of June 30, 1955, the contractor had initiated clearing operations 
and stripped 6,300 cubic yards of material from the dike area and the 
work was progressing satisfactorily. 

Fiscal year 1956: During the current year the contractor is scheduled 
to excavate about 1,600,000 cubic yards of material from the mainland 
portion of the canal area. 

Fiscal year 1957 and fiscal year 1958: The remaining canal excava- 
tion of approximately 11 million cubic yards will be accomplished 
during fiscal years 1957 and 1958. The contract is scheduled to be 
completed with the removal of the plug at station 239492 during 
May and June 1958. 

c. Grasse River lock excavation contract.—Dutcher Construction 
Corp.—Fiscal year 1955: Included in the lock excavation contract 
awarded to the Dutcher Construction Corp, are approximately 
400,000 cubic yards of canal excavation which are being accomplished 
simultaneously with the lock excavation and are scheduled for com- 
pletion in February 1956. 

: d. Rohinson Ray lock contract.—-Fiscal year 1956: Excavation for 

j the canal, of approximately 300,000 cubic yards of material, is included 
in the general construction contract for Kobinson Bay lock. The 
work will be accomplished simultaneously with the lock contract 
which is scheduled for award in the 4th quarter of fiscal year 1956 
and scheduled for completion in January 1958. 


(33.9)) (1,824.7 
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Justification data for St. Lawrence seaway—Fiscal year 1957 budget request—Con. 
LONG SAULT CANAL WORK SITE—Continued 


te it 


[In thousands] 


1955 1956 1957 i 


— hc ig a kA se ae agmenapenet nel eanaranesnenmaainamitns | 
e. Grasse River lock contract.—Fiscal year 1956: The contract, 
scheduled for award during February 1956, includes approximately 
200,000 cubic yards of canal excavation in and around the immediate 
lock area. This excavation will be accomplished along with the 
general construction contract and is scheduled for completion in 
January 1938. 
Rs coe ene te ee hee I Leased aS sue Lg (220. 8)} oJ. 2.22522 
a. Canal excaration {st contract.—Included in the contract with 
Badgett Mine Stripping Corp. for excavation of Long Sault Canal are 
about 90,000 cubic yards of excavation used in the dike construction. 
The work will be accomplished simultaneously with the canal excava- 
tion and is scheduled for completion in November 1955, | 
b. Canal excavation 2d contract.— Included in contract with Morrison 
Knudsen and Peter Kiewit for excavation of the mainland portion of 
the Long Sault Canal, is dike construction involving about 175.000 
cubic yards of excavation. The work will be accomplished simul- 
taneously with the cana] excavation and is scheduled for completion | 
in November 1956. 
c. Robinson Bay lock excavation contract.—The contract with Maser 
for lock excavation includes excavation of about 20,000 cubic yards of | 
excavation for dike and other items of dike construction. The excava- 
tion for dikes is scheduled for completion during October 1955. | 
d. Grasse River lock excavation contract.—T he contract with Dutcher ; 
Corp. for lock excavation includes about 45,000 cubic yards of excava- 3 
| 








tions for dikes and other items of dike construction. The excavation 
for dikes is scheduled to be completed in December 1955. 

e. Robinson Bay lock contract.—'T he contract for general construction 
at Robinson Bay lock will also include 40,000 cubic yards of excavation 
and 500,000 cubic yards of embankment. This work is scheduled for 
accomplishment during 4th quarter in fiscal year 1958. 

f. Grasse River lock contract.—T he contract for general construction at 
Grasse River lock includes approximately 841,000 cubic yards of dike 
construction and is scheduled for accomplishment during 2d and 4th | 
quarters of fiscal year 1958. 
11 Levees along Grasse River : dhs ateneowe 5.7 

Included in the contract with the Dutcher Construction Corp. for | 
Grasse River lock excavation is construction of a levee along Grasse i 
River as an overflow preventive near Grasse River lock. Work | | 
consists of the placement of 50,000 cubic yards of earth fill along the 
bank of the river. The levee is scheduled to be completed in 
November 1955. 


14 Public use facilities__ : : peas luke GOT cess. 
-1 Robinson Bay permanent: Work under this heading | j 
includes parking areas, comfort station, walk railings, drinking foun- } 


tains, and flagpole and will be constructed during fiscal years 1959 
and 1960. 

.2 Robinson Bay temporary: The contract with Maser, 
Inc., for excavation of Robinson Bay lock includes the construction 
of a temporary observation site which will be constructed during Ist 
quarter of fiscal year 1956. 








19 Buildings, grounds, and utilities -__-__- See Deeds MOET cok ethene tate duane 245.51 ; 
.2 Operational buildings ne E Sete. ade de da need az (141. 0) \ 
The operational buildings, including garage, and mooring basin for : 
gate barge will be constructed during 3d and 4th quarters of fiscal year 3 
1957 and fiscal year 1958. “ 
3 Grading and landscaping... .--..-....----.--.----.------|----------|----------2 (84. 5) ; 
Grading and landscaping in the v icinity of the locks are scheduled for : 
accomplishment during 3d and 4th quarters of fiscal year 1957 and fiscal i 
year 1958. ; 
4 Utilities ‘ eka awed See ea Sad Ns be, Soe (20. 0) : 
The utilities, including water and sewage disposal ‘System, “will be f 
accomplished during last 6 months of fiscal year 1957 and fiscal year ; 
1958. 4 
20 Permanent operating equipment----_-_-........-.-------- ib niles ig a ge sige aa cae 461.0 
This category includes gate lifter, spare gates, storage barge, vehicles, | 3 
cars, snow fighters, and bulldozers. These items are scheduled to be 7 
acquired during the period Jan. 1, 1957, and June 30, 1958. £ 
Oe FE OIE III, 5 on rik eet SA ns res pub canceedekstbecus 1, 316.3 800. 0 200. 0 t 
Fiscal year 1955: a. Complete advance engineering and design by 
Corps of Engineers personnel as follows: 4 
(1) Design memoranda: 4 
No. 3—Schedules, organization, recruitment. 7 
No. 4A—Part A—Long Sault Canal worksite. a 
No. 5—Upstream end of Long Sault Canal. } 


No. 6—Concrete aggregates. 

No. 8—Excavation for Robinson Bay lock. 
No. 12—Remainder Long Sault Canal. 
No. 13—Excavation for Grasse River lock. 
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Justification data for St. Lawrence seaway—Fiscal year 1957 budget request—Con. 


LONG SAULT CANAL WORK SITE—Continued 


[In thousands] 


1955 } 


(2) Plans and specifications: | 
Upstream end of Long Sault Canal. 
Excavation for Robinson Bay lock. | 
East-West Highway, pt. I. | 
Remainder of Long Sault Canal. 
Excavation for Grasse River lock. 
b. In addition to the above completed advance engineering and de- | 
sign work, additional work was initiated by Corps of Engineers person- | 
nel and is currently underway. ‘his work is as follows: } 
(1) Design memoranda: 
No. 9— Design of Robinson Bay lock. 


No. 10—Tunnel for relocation of Roosevelt Highway. | | 
No. 12—Relocation of New York Central Railroad and 
Roosevelt Highway. | | 


No. 14— Design of Grasse River lock. 
(2) Plans and specifications: 
Design of Robinson Bay lock tunnel for relocation of 
Roosevelt Highway. | 
Relocation of Roosevelt Highway and New York Central | 
Railroad. 
Design of Grasse River lock. 

ce. Reimbursement for architect/engineer services to Hardesty and 
Hanover for relocation of New York Central Railroad. 

d. Model testing was initiated by other Corps of Engineers installa- 
tions as follows: 

Nashville District— Design of lock gates and operating machinery. 
St. Paul District—Lock hydraulic systems and emergency gates. | 
Ohio River Division—Aggregate testing. | | 
North Central Division Soils Laboratory—Testing soil samples. 

Fiscal year 1956: a. Complete preparation of all design memoranda; 
plans, specifications, model testing, and architect/engineer services 
contract, which were initiated in fiscal year 1955 as stated in paragraphs 
b. through d. above. 

b. Initiate preparation of plans and specifications for: 

Part II of East-West Highway relocation. 
Public use facilities. 
Electrical installation contracts for both locks. 

Fiscal year 1957: Complete plans and specifications for electrical 
installation contracts; continue planning for public use facilities; and, 
miscellaneous engineering as required in connection with contracts | 
under way pertaining to change orders and/or contract modifications. 

32 Operation and maintenance of construction facilities _- ~~. ~-. deine) 20,1 
34 Supervision and maintenance on ne ; ; 458. 6 

Fiscal year 1955 to fiscal year 1960: Costs incurred to date and those 
programed for the remainder of the project are for necessary super- 
vision and administration, as required, for proper execution of the 
work including inspection by Corps of Engineers personne] of all 
project construction. 


Total Long Sault work site a J didcacudodedes 2, 811.5 


CORNWALL ISLAND WORK SITE 





01 Lands and damages...........-.-..--- : sedated 


ing channels in United States waters of the St. Lawrence River. 

Pending determination of channel alinement in accordance with 

hydrographie data now being accumulated, the number of parcels of 

land to be acquired, necessary to provide the authorized channel 

bottom width of 450 feet, are not presently determinable. Results of 

hydrographic survey will be finalized during the winter season and the 

Power Authority of the State of New York will be directed to acquir¢ | 

necessary lands during the spring of calendar year 1956 in order to | | 

permit initiation of dredging during the 4th quarter of 1956. | 

CO Gee, « sniwnseen<e : oo 7 : aoe ete 
Fiscal year 1956: It is proposed to award a contract in March 1956 | 

vith contract operations commencing in April 1956 for dredging, rock 

removal, and channel clearing in the St. Lawrence River from mile 

109.8 to mile 114.0. Dredging will be done as required in order to 

provide a channel with a least bottom width of 450 feet and a depth of | 

27 feet below low water datum, 





1956 | 1987 


1, 045. 9 3, 


12, 623, 1 38, 


) 


176. 2 


371.8 
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Justification data for St. Lawrence seaway—Fiscal year 1957 budget request—Con. 
CORNWALL ISLAND WORK SITE—Continued 


{In thousands] 


























1955 | 1956 | 1957 
80 Engineering and design- ; ee 77.7 | 28 420i 
Fiscal year 1955: Engineering and design studies were initiated. | | 
Field survey operations consisting of control, soundings, and sweep- | | | 
ing are under way. The Waterways Experiment Station, Vicksburg, | | 
has completed construction of a model to develop improvement plans | | 
for the channels. Base testing was completed and model testing was | | 
underway. | | 
Fiscal year 1956: Field survey operations will be completed in fall | | | 
of 1955; design memorandum, plans, and specifications for the required | 
dredging will be completed and invitation for bids will be issued dur- | 
ing the 3d quarter of fiscal year 1956. | i | 
34 Supervision and administration............- ; ess ann 7.0 18.7 | 139. 4 
Total, Cornwall Island worksite _- = st 84.7 | 226. 0 1, 684. 5 
GENERAL PURPOSE FACILITIES AND EQUIPMENT 
15 Aids to navigation_-_- : epee aoa een ed a panned slebe wena ee | 156.0 
19 Buildings, grounds, and utilities 
.1 Administration building i = an 40.0 271.6 
.2 Maintenance building-___- , eet cobs eee 39.0 
.3 Marine base for floating plant ES Eevee 192.0 
20 Permanent operating facilities and equipment: 
.1 Floating plant ‘ here _ 
.2 Maintenance equipment_ -_- acer ae f Seale Sie pee 
30 Engineering and design ¢ es : ‘i oe FT 50.0 | 150. 0 
34 Supervision and administration 7.8 70.5 
Planning for the above items is scheduled to be accomplished during | 
the period Jan. 1 to Oct. 1, 1956. Construction and acquisition, as | 
applicable, are scheduled to be accomplished during the period Jan. 1, | | | 
1957, to June 30, 1958. 
Total general purpose facilities and equipment eae at Paale 97.8 879.1 


Grand total__- nee oananee aaa ‘ 2,974.2} 13,232.1] 42,063.5 
| 





SUMMARY COST AND PROGRESS REPORT 


Mr. Harriuti. Mr. Chairman, I have the cost and progress report 
which was made up as of February 29 to indicate what has been 
accomplished to that date. 

Mr. Preston. Do you have an extra copy of that? 

Mr. Harriuu. I will leave this for the record, sir. 

Mr. Preston. You are making an annual report, I presume? 

Mr. Harriuu. Yes, sir; we have published an annual report. 

Mr. Preston. I believe you have furnished the committee with 
copies of it already; have you not? 

Mr. Harritu. Yes, sir. The Thousand Islands work which starts 
on page 33 of the justifications 

Mr. Preston. Are you going to discuss this item by item? 

Mr. Harritu. I can, or you may insert it in the record. 

Mr. Preston. I would prefer to insert it in the record. It would 
take too long if we went into it on that basis. 

Mr. Harriut. All right. The cost and progress report will give 
you the original estimate, and the situation as of February 29. 

Mr. CLeveNGER. Is this supposed to be a complete budget which 
we have here? 

Mr. Harriuu. Yes, sir; this is the 1957 budget. 

Mr. Cievencer. How much is contemplated after that? 
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Mr. Josz. 1 believe that will be found on page 4 of the justifications, 
su. There is approximately $28 million of work to be performed 
after fiscal year 1957. 

Mr. Cievencer. That figure will complete it? 

Mr. Jose. Yes, sir; after 1957. 

Mr. Preston. Are these figures to be found in the justifications? 

Mr. Harrivu. The figures ®% the cost and progress report are the 
original estimates, sir. ‘The first column shows the total estimate of 
$87 million which is the same as in the budget. In other words, this 
is a comparison. The first column of the report shows the budget 
or our original work program. 

Mr. Preston. But there are additional figures in this sheet which 
are not found in the justifications? 

Mr. Harritu. Yes, sir; this contains the total cost of the project, 
the budget for the fiscal years as presented in the justifications, the 
probable cost for the fiscal year, the actual cost for the fiscal year to 
date, as well as the total cost to date. You can get a comparison all 
the way across on all items. 

Mr. Preston. We will insert this statement into the record at this 
point. 

(The statement referred to follows:) 


Vonthly summary cost and progress report for the period ending Feb. 29, 1956 


Original 


Total esti- | budget for Probable | Actual cost, 


Total cost 
Items maind cnst'\ faeal wens fiscal year | fiseal year i ids 
1956 cost to date 
rhousand Island work site: | 
Lands and damages. .-_---- $156, 000 $156, 000 $156, 000 $1, 248 $1, 248 
Channels 1, 553, 000 
Engineering and design 178, 000 105, 500 105, 500 151, 374 223, S&S 
Total, Thousand Island work site_- 1, 887, 000 261, 500 261, 500 152, 622 224, 136 
Long Sault Canal work site: 
Lands and damages. - 973, 000 324, 600 324, 600 58, 5S8 585, 173 
Relocations 9, 697, 800 1, 947, 200 1, 947, 200 233. ORT 233. O87 
Locks: 
Robinson Bay 20, 778, 500 2, 603, 400 3, 263, 400 1, 005, 358 1, 147, 898 
Grasse River 20, 924, 900 3, 537, 100 3, 537, 100 1, 486, 376 1, 676, 232 
Roads and railroads. 654, 800 
Channels 9, 192, 600 2, 366, 700 2, 270, 500 1, 185, 654 1, 336, 250 
Levees ___- 5, 700 5, 700 5, 700 990 990 
Public-use facilities 110, 000 4, 300 
Buildings, grounds, and utilities 1, 283, 800 
Permanent operating equipment_ -_- 2, 423, 600 
Engineering and design 2, 348, 200 800, 000 800, 000 913. 547 2, 223. 862 
Total, Long Sault Canal work site 68, 392,900 | 11,589,000 | 12, 148, 500 4, 883, 600 7. 203. 492 
Cornwall Island work site: 
Lands and damages. -- 60, 000 60, 000 60, 000 1, 228 1, 228 
Channels | 2, 158, 000 123, 000 123, 000 
Engineering and design---__-_- 102, 000 24, 300 272, 300 207, 469 285, 216 
Total, Cornwall Island work site_- 2, 320, 000 207, 300 455, 300 208, 697 2R6, 444 


General-purpose facilities and equipment: 
Lands and damages - 8, 360 8, 360 


Navigation aids and related facilities._| 3, 000, 000 P 

Buildings, grounds, and utilities 2, 079, 400 40, 000 40, 000 

Permanent operating equipment_ __- 1, 680, 700 . 
Engineering and design.-._- 229, 900 50, 000 50, 000 7, 642 7, 642 


Total, general-purpose facilities and 
equipment... aie bs | 6 


, 990, 000 90, 000 90, 000 16, 002 16, 002 
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Monthly summary cost and progress report for the period ending Feb. 29, 1956—Con. 





Original 


Total esti- | budget for Probable | Actual cost,| 


otal cost 

















> ~ | > pe 
Items mated cost | ne? “eed oe wen nna pete to date 
~—_ } | 
—_ a ia a Soe a en alt -cicecaacge gies la 
Distributive cost: 
Administrative facilities and equip- 
ment (net) - -- ade vad $2, 770 | $30, 814 
Construction facilities (net) - 113, 205 209, 236 
Operation and maintenance of con- | | 
struction facilities Je . 40, 922 61, 031 
Reimbursable channel work: 
Cost of work done_- ; ; pearrer as 335, 309 340, 579 
Billings to date Saas — 299, 088 — 299, O88 
Construction supervision and administra- | 
tion; 
Construction agent--.-....-.---- | $5, 210, 100 $694, 300 | 780, 000 | 496, 116 | 740, 518 
Corporation: 
Washington office - - ---- 1, 500, 000 | 290, 000 | 259, 600 | 157, 535 | 337, 666 
a a eee 700, 000 100, 000 | 89, 400 54, 902 | _101, 513 
— omnes as =| 
uitetnh soa. ohn ss : i, 410, 100 ‘a 084, 300 1, 129, 000 rs 901, 671 | 522, , 269 


Total cost (exclusive of interest)_| 87, 000, 000 13, 232, 100 “14, 084, 300. 6 162, 592 | 9, 253, 343 








LANGUAGE CHANGES 


Mr. Preston. Will you speak briefly to the requested language 
changes? 
Mr. Harri.u. Yes, sir. 


ENTERTAINMENT EXPENSES 


Mr. Preston. The first language change is one where you seek 
$1,500 for entertainment expenses. Will you please comment on 
that? 

Mr. Harrity. These are expenses for which we are requesting funds 
in order to extend courtesies to our counterparts that are participating 
in the river development program. Namely, the Saint Lawrence 
Seaway Authority of Canada, the Power Authority of the State of 
New York and the Province of Ontario. Our project is international. 
It requires many meetings of the different entities participating and we 
feel that this expense would be appropriate. We are extended courte- 
sies when we meet with these groups on developing schedules and 
working out programs and we feel that we are obligated to return these 
courtesies. The funds are used basically for lune :heon meetings when 
we have meetings with these groups and continue working through the 
day. The amounts will also be used to entertain any foreign visitors 
who are invited to this project and the request is for that purpose. 

Mr. Preston. These foreign visitors have expense accounts; do 
they not? 

Mr. Harrivi. We do not expect to use very much for that purpose, 
but it would be available in case we had to use it. In connection with 
this item, we can assure you that if we are permitted to have this 
fund of $1,500 that its use will be kept to the absolute minimum and 
it will be used only for the purpose of carrying out our official functions. 

Mr. Preston. The amount of money is not much, but the principle 
involved is something which would cause us some concern. We have 
been trying to limit this representation allowance to our diplomatic 
people and people who serve abroad. There are others who would 
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like to have representation funds in their budget. So the committee 
will want to give this very careful consideration from that point of 
view. 

ADDITIONAL MOTOR VEHICLES 


You seek authority to purchase four passenger motor vehicles. 
How many do you have now? 

Mr. Harritu. We have two used vehicles. Our present authority 
to own and operate vehicles is limited to those vehicles which have 
been declared surplus by another governmental agency or as forfei- 
tures. One of the cars which we have now has 55,000 miles on it 
and the other one has 75,000 miles on it. They are not in good condi- 
tion and are quite expensive to operate. Our cost for operation is 
more than 10 cents a mile, excluding depreciation. We have an area 
of 114 miles to cover in connection with supervision and inspection 
of this work and we feel that we need the cars particularly during the 
heavy construction period. The cars will also be used after the seaway 
is opened for operations. 

Mr. Preston. Are you subject to the General Services Administra- 
tion criteria of 60,000 miles? 

Mr. Harriu. Yes, sir; we are. 

Mr. Preston. You are subject to that criteria before trading? 

Mr. Harri.u. Yes, sir. 

Mr. Preston. Did I understand you correctly to say that under 
the existing law you have to take cars which have been declared sur- 
plus or purchase used cars? 

Mr. Harri.u. Yes, sir; that is right. 

Mr. Preston. Why is that? 

Mr. Harrixty. The authority that gave us that privilege limited 
our acquisition of cars to forfeitures and surpluses. 

Mr. Preston. What authority was that? 

Mr. Harriny. Our appropriation act of 1955. 

Mr. Tuomas. That was the authority which they had when they 
first got started. 

Mr. Harriui. That is right. 

Mr. Preston. Do you know of any other agencies which are unde: 
that restriction? 

Mr. Harritu. I do not, myself. 

Mr. Tuomas. | think all of them were under that restriction back 
in that year, as independent agencies. 

Mr. Harri. Apparently that was an effort to use up the surplus. 

Mr. THomas. They were trying to get rid of all the surplus in that 
vear. 

Mr. Preston. This language will take you out from under that 
limitation? 

Mr. Harriuy. That is right, and give us two additional cars. 

Mr. Bow. What type ears will they be? 

Mr. Harri.u. They would probably be the lower priced Fords, 
Chevrolets, or Plymouths. We do not go in for fancy cars. 

Mr. Bow. You have no one there who needs a Cadillac; do you? 

Mr. Harriuu. No, sir; and we do not need one. 

Mr. Preston. Mr. Thomas, do you have any questions? 


75136—56 
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EFFECT OF PROPOSED LANGUAGE CHANGE ON EXPENDITURE LIMITATIONS 


Mr. THomas. Your language in the justifications interests me. 
When this Corporation was set up in 1955 a limitation was placed 
upon your operating expenses. Also, there was some language setting 
out a limitation on the amount of money which you could spend in 
any particular fiscal year, even though it was a ‘‘no-year’’ appropria- 
tion. Your language this year seeks to change the amount of money, 
even though you set out in your justifications an expenditure of 
$42 million. in other words, your language is broad enough to cover 
any amount up to the full authorization of $105 million? 

Mr. Harritt. I might be able to clear that up. The authorization 
which I believe you are referring to permitted the Corporation to 
spend 10 percent of the $105 million the first year and not more than 

40 percent each year thereafter—a correction there: It permitted us 
to borrow from the Treasury not more than $10.5 million for the first 
year, and $42 million each additional year. We propose to borrow 
from the Tre asury only $36 million in the budget year. However, we 
propose to do $42.7 million worth of work in the budget year. We do 
not have to pay all of our bills currently. The contractors are subject 
to a holdback of 10 percent until they complete the work, as well as 
the lag in billing by contractors. Our borrowings are now behind 
the actual earnings being made by the contractors. We will be well 
within the $42 million limitation for the fiscal year 1957 on total 
borrowings. 


REVIEW OF PERSONNEL STAFF AND APPLICABILITY OF FUND LIMITATIONS 


Mr. Tuomas. I do not have any objection to your getting all of 
your money now, if you are going to obligate it or spend it. But 
what about your administrative costs? W hy should they be jumping 
like this? Your “Other objects” here are within 33.3 percent of your 
salary costs. 

How many technical people do you have? Your green sheets do 
not give much information on that. 

How many engineers do you have? 

Mr. Harrityu. We have four in the field. 

Mr. Tuomas. Four engineers? 

Mr. Harritu. Yes, sir. 

Mr. Preston. If I may interrupt right here, Mr. Thomas, did you 
not tell me awhile ago you had one engineer? 

Mr. Harrizu. One engineer in the Washington office. 

Mr. Preston. Where are the other four engineers? 

Mr. Harrity. We have 1 engineer in the Massena office and 3 in 
the Buffalo office. 

Mr. Preston. Are they paid out of the capital fund? 

Mr. Harritu. Yes, sir. 

Mr. Preston. Your answer, then, to me, was correct because you 
pay only one engineer out of this fund? 

Mr. Harrity. That is right, sir. 

Mr. Tuomas. How many lawyers do you have? 

Mr. Harrityt. At the present time we have one lawyer who is on 
detail from the Department of the Army. 

Mr. Tuomas. You have 5 engineers and 1 lawyer. Who are your 
other people? Are they clerical people? 
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Mr. Harritt. The Administrator, the Deputy Administrator, the 
Comptroller and Treasurer, the administrative officer, the informa- 
tion officer in addition to our clerical people, such as secretaries and 
bookkeepers. 

Mr. Tuomas. Did I understand that you wanted to go from 24 to 
26 this year, but in addition to that you have 7 employees who are 
not included within the limitation? 

Mr. Harriuy. That is right. 

Mr. Tuomas. How do you get around that? That is what the 
purpose of the limitation was to serve. How do you get around 
that limitation? 

Mr. Harriuu. The limitation for Government corporations, sir, 
relates to the administrative expense; that is, the personnel connected 
with the administrative and the executive direction of the Corporation. 

Mr. Tuomas. I understand all of that, but I remember when this 
thing was set up. Where in your justifications do you list your 
nonadministrative expense? 

Mr. Harriuy. All of our entire construction program is non- 
administrative. 

Mr. Tuomas. Under which category, then, do you include this 
seven? That is nonadministrative? 

Mr. Harriutt. They are included under engineering and design 
work, and supervision and inspection of the project. 

Mr. Tuomas. Let us go back to your administrative and nonad- 
ministrative account. Where are they listed? 

Mr. Harritu. They are listed in the appendix to the budget as 
field personnel. 

Mr. Tuomas. Well, that would be a nonadministrative expense, 
then. 

Mr. Harriti. That is right. They are field personnel and they 
work directly on the construction activities. 

Mr. Tuomas. It is not included in your main item. You are going 
to seek a supplemental appropriation? Is that what you mean to 
say now? 

Mr. Harriti. No; we are required to come before you each year 
and seek approval of a limitation on administrative expenses specifi- 
cally. That is what we are now doing. 

Mr. Tuomas. And, certainly, on your nonadministrative too. 

Mr. Harriny. Yes; that is the $42 million, and the nonadministra- 
tive people are included in the engineering design, supervision and 
inspection work of the $42 million program. 


PAYMENTS TO CORPS OF ENGINEERS 


Mr. Tuomas. What are you paying the Corps of Engineers? 

Mr. Harrinu. We are paying the Corps of Engineers for the 
basic design, engineering, supervision and inspection work which 
they are doing. That will possibly run about $8 million, as it is now 
estimated. 

Mr. THomas. Do you have a limitation percentagewise of the cost 
of the Corps of Engineers to the construction cost of 5 percent, 6 
percent, 7 percent? 

Mr. Harriti. That generally runs about 8 percent. 

Mr. Tuomas. That isa little high. 
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Mr. Sreiuar. On this, sir, the corps expense for engineering 
design, supervision, ag administration works out to be 9.2 percent 
of the $87 million, s 

Mr. THomas. 9.2 percent? 

Mr. Streivar. Yes, sir. 

Mr. Tuomas. We have always carried a limitation of 6.5 or 7 
percent; have we not? That is what the Corps of Engineers could 
charge the Veterans’ Administration in their work and for other 
similar work. Why isit running so high here? 

Mr. Harriu. This is a different type of a design and engineering 
work and the costs are naturally higher, I think, than the ordinary 
type of design and engineering work for building? 

Mr. OrTreRsHAGEN. There has been extensive river exploration, 
and hydraulic model studies at Minneapolis and at Vicksburg, and that 
together with the wide range of design activity has cost extra above 
the normal project cost. 


BREAKDOWN OF BUDGET ON AN ADMINISTRATIVE AND NONADMINIS- 
TRATIVE BASIS 


Mr. Tuomas. Your budget here is not very clear on your admini- 
strative costs, whether it is administrative or nonadministrative. 
What is your total budget? Can you give us the figure here and 
break it down between your administrative cost and nonadministrative 
costs? 

Mr. Harritu. The total cost of the project is $87 million, and in 
that is included the Corporation’s expense, which will possibly run 
about $2 million. 

Mr. Tuomas. Well, let us clarify it: What amount of money is 
the Corporation spending for administrative and nonadministrative 
costs? In other words, what is your cost for administration either 
in the field or in the District of Columbia, or both? You have set 
out 26 positions here, and you say you have 7 more. 

Mr. Harriwt. Well, included in the budget whic h we have for this 
year are $450,000 for Corporation expenses; $325,000 administrative 
expenses, and $125,000 for nonadministrative. 

Mr. THomas. What do you mean ‘‘included in the budget’’? 

Mr. Harrity. This budget here, sir. 

Mr. THomas. Where are your seven positions set out in this budget? 

Mr. Harriuti. They are included in engineering and design and 
project supervision and are under each of the work sites that are 
under construction. 

Mr. Tuomas. That is purely administrative cost, is it not? 

Mr. Harriuu. Our field employees are working in conjunction with 
the Corps of Engineers. They are doing engineering, designing, and 
inspection work. They have nothing to do “with the administration 
of the Corporation as such. 

Mr. Tuomas. Why do you not do it all, then, if you are going to 
have seven engineers? Why bother with the Corps of Engineers to 
do your work? 

Mr. Harriuy. I think I can explain it this way: The Corps of 
Engineers was appointed as the construction and designing agent be- 
cause it would have been impracticable for the Corporation to have 
mobilized 200 engineers and design personnel in the prevailing market 
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and taken them on the payroll for 2 years and then demobilize them. 
The Corps of Engineers already had the force available and had much 
background experience. Our law permits us to utilize the services of 
other governmental agencies. 


EMPLOYMENT OF ENGINEERING CONSULTANTS 


Mr. THomas. You have a very generous allowance there in your 
nonregular per diem people which is in the amount of about $100 per 
day. How much are you spending for that? You have a figure of 
$100 a day for outside engineering consultants. 

Mr. Harritt. They meet only about once every 4 or 5 months. 

Mr. Tuomas. How many consultants do you have? 

Mr. Harriuu. Four; their total salary payments to date are less 
that $4,000. These expenses have been held down to a minimum and 
it is only on major problems that the consultants have been utilized. 

Mr. TxHomas. It would be a good idea to separate this budget 
next year between the administrative expense and the nonadministra- 
tive expense of the Corporation so that we would have a clear-cut 
picture of it. It is not very clear as presented here. 

Mr. Chairman, I have no further questions. 


REIMBURSEMENT OF CORPS OF ENGINEERS 


Mr. Miuuer. I was not present at the beginning of the hearing, 
and, perhaps, this information is already in the record. If it is, I 
would ask to have it left out. 

You speak of the bulk of the engineering work being done by the 
Corps of Army Engineers. 

Mr. Harritu. Yes, sir. 

Mr. Mituer. And you pay them, as I understand it? 

Mr. Harriu. Yes, sir. 

Mr. Mitter. Do you pay them directly or is there a refund to the 
Military Establishment? In other words, what is the bookkeeping 
setup on that? 

Mr. Harrinu. They do the work and accumulate the costs. Their 
work is subject to our audit, and then the Corporation reimburses the 
Corps of Engineers for their costs. 

Mr. Mituer. In other words, the Army engineers are reimbursed 
for the portion of the work which they do on the project, and that 
reimbursement is turned into military funds? Is that the situation? 

Mr. Harri.u. It is reimbursed through what they call their revolv- 
ing fund, and I believe that is in their civil public works activities. 

Mr. Mituer. Are the funds asked for here used to reimburse the 
civil functions appropriations for the Corps of Army Engineers? 

Mr. Harri.u. Yes, sir. 

Mr. Mituer. These additional people whom you spoke of are not 
military personnel, as I understand it; is that right? 

Mr. Harritu. No, sir; they will be on our payroll. 

Mr. Miutuer. They will be civilians and they will be directly paid 
out of these funds for which you are making the request? 

Mr. Harrivyt. They will be on our payroll; yes, sir. 

Mr. Mituer. And insofar as the Corps of Engineers people are 
concerned, you will reimburse the civil functions fund; is that right? 
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Mr. Harriuu. Yes, sir; that is right. 
Mr. Mituer. Thank you. That is all. 
Mr. Preston. Is there anything further, gentlemen? 


RESPONSIBILITY FOR PAYMENT OF COSTS OF NAVIGATION AIDS 


Mr. Harritu. There is one other item which I might mention, Mr. 
Chairman, and that is we have had a decision from the Comptroller 
General in connection with some of our work. One of the things 
we have gone into is our responsibility and the costs that we should 
finance from our funds. As you know, as a Government corporation 
we are required to pay a great deal more expense than the normal 
public works agency. For example, we pay the Government’s con- 
tribution to the civil-service retirement fund; we pay rent for space 
used in Government-owned buildings and we pay for a General 
Accounting Office audit. Just recently the Comptroller General 
rendered a decision that the Seaway Corporation is responsible for the 
costs and operation of aids to navigation. This all requires that the 
Seaway Corporation be a self-sustaining and sal linddating project. 

We made arrangements with the Coast Guard for them to go ahead 
and furnish technical service in connection with aids to navigation. 
We will pay for the aids to navigation and reimburse the Coast Guard 
for its technical services. The Coast Guard, however, thinks that the 
decision of the Comptroller General is in conflict with their general 
statutory provisions of law. They say that they have the authority 
to do this, and that they should be financing it from appropriated 
funds and that it should be under their conirol and responsibility. 

Mr. Preston. Under whose control? 

Mr. Harrityt. The Coast Guard contends it should be under their 
control. Accordingly, at the suggestion of the Coast Guard, we are 
submitting the matter to the Attorney General to determine what his 
opinion is on this matter. However, the corporation feels that the 
seaway being intended to be self-liquidating should return to the 
Treasury all the money for the cost of the seaway, and that the 
responsibility for the navigation aids and other cost included in the 
toll base should be that of the corporation. 

Mr. THomas. Why, of course. 

Mr. Miuuer. How is it done in the case of the Panama Canal, for 
example? 

Mr. Harritt. The Panama Canal operates, controls and finances 
their aids-to-navigation program. 

Mr. Mutter. They control it, rather than the Coast Guard; is that 
correct? 

Mr. Harritu. That is right. 

Mr. Miuuer. And you are facing the same problem or, at least, 
someone thinks that is the way it ought to be done in your case? 

Mr. Harry. Well, we think the intent of Congress and the 
Comptroller General’s decision is clear. 

Mr. Tuomas. It boils down to whether they pay for it or let the 
taxpayers pay for it. And, if the taxpayers pay for it, then the Coast 
Guard handles it. 

Mr. Harritu. That is the question. We wanted to apprise you of 
that fact. Our total estimates, incidentally, include $3 million for 
this work. 
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Mr. Preston. You plan to spend $156,000 in fiscal 1957 for that 
work. 
Mr. Harrity. That is right. 


REIMBURSEMENT OF OTHER GOVERNMENT AGENCIES 


Mr. Mituer. Mr. Chairman, if you approve, I think it might be 
desirable that these gentlemen file for the record a statement of all 
of the items, all sums involved in the request, that would be reim- 
bursable to other Government agencies, as opposed to sums they are 
going to pay outside contracts. 

It may look here that money is spent twice when actually it is only 
spent once. For instance, the Corps of Engineers get an appropriation 
in one place and then again it appears here and ac tually , So far as the 
taxpayers are concerned, it is only paid out once. 

Mr. Preston. The Corps of Engineers are spending moneys out of 
their revolving fund and that fund is reimbursed by these people. 
There should not be any appropriation to the Army engineers for this 
purpose at all and there is not, is there? 

Mr. Harritu. No, sir. 

Mr. Preston. So this is the only fund. 

We have no control actually over the capital funds of this corpora- 
tion, except whatever limitations we might see fit to put into the 
language. But there again we might run into the problem of writing 
legislation when we undertake to put any limitation on the capital 
funds. 

Mr. Mixuer. It seems to me it looks as though the money were 
going out twice, because we appropriate for “Civil functions” here 
and that is paid out on the military side of the establishment; then we 
appropriate here for the work of the Army engineers and that is paid 
for out of their funds and then reimbursed to them out of this fund. 

I think it would be helpful in determining what the overall cost of 
the Federal Government is to show what funds are going out directly 
from the Government and what funds are just a matter of bookkee ping 
within the Government. 

Mr. Preston. If I understand you correctly, you want a statement 
showing out of their capital outlays in each fiscal year 

Mr. Mituer. No; just their proposal for this year. 

Mr. Preston. For fiscal 1957, the amount they expect to reimburse 
to the Corps of Engineers and the amount they expect to spend for 
their own project? 

Mr. Miutuer. That is right; or, if they spend money through the 
Coast Guard, if the Coast Guard is going to be reimbursed. I think 
we should know that. 

Mr. Preston. Is that too difficult to obtain? 

Mr. Harritit. We can furnish that. We pay all of the bills directly 
to the contractors and only make reimbursements to the Corps of 
Engineers, the Coast Guard, and other agencies for their technical 
personnel assigned to our work, and the same for office and adminis- 
trative personnel. 

Mr. Preston. You have heard the request of Mr. Miller; can you 
prepare that? 

Mr. Harrity. We will be glad to furnish it, sir. 
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Mr. Tuomas. Is the committee to understand that the ruling of the 
Comptroller General is to the effect that all costs of operation and 
maintenance and construction of the canal are to be borne by the 
Corporation? 

Mr. Harrixu. That is right. They are to be recouped from the 
users of the seaway and not financed from general public taxes. 

Mr. Tuomas. You are anticipating my next question. The 
answer is ‘‘Yes,’’ which means, then, that the users of the Corporation 
and facilities of the Corporation are the ones who are going to pay 
the cost of construction, maintenance and operation, rather than 
those costs coming out of the general revenue funds of the United 
States Treasury. 

Mr. Harrity. That is correct. And we are making our plans 
accordingly. We are assuming all of the responsibilities. 

Mr. Miuuer. And that applies even to Government agencies 
working in that field; it is all charged up as a part of the operation 
expenses? 

Mr. Harrity. That is right. We will reimburse the Coast Guard 
for its assistance, the General Services Administration for rent, and 
the civil-service retirement fund for the Government’s portion of the 
contribution to the fund which most other agencies are not required 
todo. In this same manner the Corps of Engineers will be reimbursed 
for its work on the project. 


BREAKDOWN OF 1957 BUDGET SHOWING PAYMENTS TO GOVERNMENTAL 
AGENCIES AND ALL OTHERS 


Mr. Tuomas. At this point in the record I think it would be very 
helpful if you would follow Congressman Miller’s request and detail 
the payments and transfers to other agencies that the Corporation is 
going to make. 

Mr. Harritu. We will be glad to do that. 

(The following statement was submitted later: ) 
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Statement showing costs to be paid to private contractors, suppliers, employees, etc., 


and reimbursable costs to be paid to governmental agencies, fiscal year 1957 


A. COSTS TO BE PAID DIRECTLY FROM CORPORATE FUNDS TO OTHER THAN 
GOVERNMENT AGENCIES 


(1) Contract payments to construction and supply contractors: 


Thousand Islands worksite, channels__.._._....._-_-_-_- $1, 034, 300 
Long Sault Canal worksite: 
Relocations - - - - eee 
Lock, Robinson Bay_. ‘ ot ..-. 12, 963, 700 
Lock, CR RUNE i  icccwcunenacunne Lap OO 100 
Chs wnnels___. sm a f 3, 508, 200 
Buildings, grounds, and utilities._____- 245, 500 
Permanent operating facilities and equip- 
GOES a cscnacusdestinncc ersccc oaeeths 461, 000 
—_———. 34, 995, 600 
Cornwall Island worksite, channels_ 7 . 1, 545, 100 
General purpose facilities and equipment: 
Buildings, grounds, and utilities___- ; $502, 600 


Navigation aids___.________-_- oe 156, 000 
—— - 658, 600 


Total contract payments to construction and supply 


contractors - _ — _ - a 38, 233, 600 

(2) Unapplied costs (includes administrative and construction facil- 
ities and other undistributed costs)......._---- 935, 000 

(3) Corporation administrative and field expenses (less re -eimburse- 


ments to other agencies included in B_ below)- 397, 500 


Total costs to be paid directly from Corporation funds 
to other than governmental agencies__.._....---_- 39, 566, 100 


B. REIMBURSABLE COSTS TO BE PAID TO GOVERNMENTAL AGENCIES 


(1) Corps of Engineers, construction agent (for engi- 
neering and design, and supervision and inspec- 


TN hiss oa alicia _... $2, 840, 400 
(2) Coast Guard (for engineering, design ‘and procure- 
ment of navigation aid equipment and supplies) - 300, 000 
3) Legal services furnished by Department of the 
lear ere aap SSE ce Oc a dec cm ee 5, 500 
(4) Contributions to civil-service retirement fund___- 20, 000 
(5) Rental of office space from General Services Admin- 
NN a a casas lll 12, 000 
(6) Printing and binding to Government Printing Office 
and defense printing___________- alata wai 10, 000 
(7) Audit of accounts by General Accounting Office___- 5, 000 
Total reimbursable costs to be paid to governme mntal a agencies__ 3, 192, 900 
Total program for fiseal year 1957____._...________--- ilags 1. 759 000 


The program of the Corporation for fiscal year 1957 provides that $39,566,100 
of the total cost, or 92.5 percent, will be paid directly to the contractors, suppliers, 
employees and others from C orporation funds. Reimbursements to be made to 
other governmental agencies is anticipated to amount to $3,192,900, or 7.5 percent. 

Section 8 (a) of the law creating the Corporation provides that the Corporation 
may, with the consent of the agency concerned, accept and utilize, on a reimburs- 
able basis, the officers, employees, services, facilities and information of any agency 
of the Federal Government. 

All work performed by other agencies will be limited to furnishing such ma- 
terieals, supplies, equipment, or services of the kind that such agencies are in a 
position to supply ore quipped to render with their own forces and technical staffs. 
The Corporation does not propose to place orders with and make reimbursements 
to another agency for the purpose of procuring the performance of work by outside 
contractors or suppliers. 

The administrative expenses of the Corporation alone contain $34,500 for pay- 
ments to other agencies for employees retirement and disability benefits, taxes, 
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rent, and audit services. This amount represents more than 10 percent of the 
total administrative expenses. The Corporation has no choice with respect to 
these payments. They are required in accordance with section 8 of the law creat- 
ing the Corporation, the intent of which was to make the seaway project completely 
self-liquidating and self-sustaining. 

Mr. Preston. That is all, gentlemen; thank you. 

Mr. OetreRSHAGEN. Thank you. 


Monpay, Apri 9,-1956. 


ADVISORY COMMITTEE ON WEATHER CONTROL 
WITNESSES 


CAPT. HOWARD T. ORVILLE, CHAIRMAN 
CHARLES GARDNER, Jr., EXECUTIVE SECRETARY 


SALARIES AND EXPENSES 


Program and financing 


1955 actual | 1956 estimate 1957 estimate 





Program by activities | 
Evaluation of experiments in weather modification (total | 
SN aa iss bd Re beta bea del bacsoheeidans | $104. 035 | $264, 550 | $10, 450 
Financing | 
Unobligated balance no longer available. _........_..___-- 15, 965 10, 450 ee 
NR os oooh. oe adhd eddoccbbcnseacas hex 120, 000 4 eee : 
EO go ee a eee ne bana aan ann eowetemaulice sake wane nee 10, 450 
Obligations by objects 
Object classification | 1955 actual | 1956 estimate | 1957 estimate 
Total number of permanent positions bib dene ace 9 13 5 
Full-time equivalent of all other positions_...............----- 2 | D Unenenadbex ete 
Average number of all employees 7 | 14 | 1 
Number of employees at end of year ena 16 OP BW dedehssununace 





Average salaries and grades: 
General schedule grades: 
PII oo lS eb ieee | $4, 125 $4, 754 | $6, 621 
Average grade a : a } 7 
Ungraded positions: Average salary 





01 Personal services: 








| 

Permanent positions po inke ciate oe $27. 790 | $60, 385 | $4, 635 
Positions otaer than permanent___- ; cia eachda mae 28, 679 | 25, 570 | 1, 500 
Regular pay above 52-week base_-_.........-..--...... 173 | Ce ae ee 
Payment above basic rates sciatica tcileatstaenannibic tell 40 | SUD ins 6 catuhs gocit dn Maken 
Other payments for personal services___._.._....-.---- 12, 871 | 36, 023 2, 425 
Total personal services mb besten Diebencduni | 69, 553 | 122, 830 | 8, 560 

02 Travel I a a iaeis 11, 899 | 16, 500 | 1,5 
03 Transportation of things_.............--.- Sparen ckesael 0 | Pete tecson cede 
04 Communications services. _..................---...-.....- 1, 775 | 5, 680 | 300 
05 Rents and utility services ek hcemmeheda doo (hab adues ebiecbirgebonts 240 | nteinctey cohtle 
06 Printing and reproduction _- a aeanie sea hade 4, 294 | OE nile etal 
G7 Other contractmel emrvines..................-....-...-..-. 3, 830 | SUE Von ataceb ences 
Services performed by other agencies__............--.- 1, 632 | RED Foci nc alancs 
OD RR III yi so ckccnnnceticn bio enamenmens 2, 772 | AI tisivn cecenstinns 
ak iene | 7, 497 | yA ee aeoniennse 
| fe ee ae ee 723 | 925 9 
I, -. gratis tciidicmctsibdcesens vedere kes. | 104, 035 264, 550 10, 450 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 





| 
BUDGET AUTHORIZATIONS AVAILABLE | 


| 
$120,000 | $275, 000 | ane 


ARIEI iis. ticchadeds deed id dks seen eeindde deeds | : 
Reappropriation of prior year balance__................- dig.cde i Ricveintipaiseeeatdtnw Rats pps aie $10, 450 
Obligated balance brought forward_._.....................---- er PER TES 11, 845 19, 650 
Total budget authorizations available__--__--- 120, 000 286, 845 30, 100 
| = = 
EXPENDITURES AND BALANCES 
Expenditures— 
Out of current authorizations ---..............---..---.-- 92, 190 | 244,900 |_. 
Out of prior authorizations__..........- Linge whe diadaeaier sta Abccnsosedatsas| 11, 845 30, 100 
Total expenditures_. 92, 190 256, 745 30, 100 
Unobligated balance no longer av: ailable (expiring for obliga- 
tion) -.-- Schl tian ci Si adiainckconiibiinn w-----] 15, 965 10, 450 
Obligated balance carried forward_...-.------------__- bocubee 11, 845 19, 650 
Total expenditures and balances. ................-..-..- 120, 000 286, 845 30, 100 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item we will take up is the Advisory 
Committee on Weather Control, found on page 181 of the committee 
print. We have a separate justification for that item. We will 
insert in the record pages 4 and 5 of the justifications. 

(The matter above referred to is as follows:) 


Obligations by objects 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


Total number of permanent positions..............._-- | 9 | 13 | 5 
Full-time equivalent of all other positions.__-- aes 2 | ices ‘ 
Average number of all employees_-__--.-__- 7 14 1 
Number of employees at end of year__._....-_- 16 10 


Average salaries and grades: 
General schedule grades: 


Average salary__...-.-- aibed iene aves ‘ $4, 125 $4, 754 $6, 621 
‘Average grade___- oe te , 6.3 6.9 7.7 


Ungraded positions: Average salary $2, 766 





01 Personal services: 
Permanent positions. = $27, 790 $60, 385 $4, 635 
Positions other than permane "i 28, 679 25, 570 1, 500 
Regular pay above 52-week base_- 173 202 
Payment above basic rates___. 40 650 at 
Other payments for personal services_._- 12, 871 36, 023 2, 425 
Total personal services__-- 69, 553 122, 830 8, 560 
02 Travel_. eS a8 aoa. 11, 899 | 16, 500 1, 500 
03 Transportation of things... hia easily 60 | 100 | ‘ 
04 Communication services__._....-- 1,775 | 5, 680 | 300 
05 Rents and utility services__- ¢ " 240 
06 Printing and reproduction _- 4, 294 12, 000 
07 Other contractual services ___- sisi ket 3, 830 | 100, 000 |___- 
Services performed by other agencies. deme 5 1, 632 | 1, 650 
08 Supplies and materials.___......_-- as 2, 772 1, 500 
Gy). BO el FR as oh eek dh obbhdeddenesadcel 7, 497 $196 1... ‘ 
15 Taxes and assessments.......-----------_- nna 723 925 90 
pO EES ES Ee ae = ee a ee ae so 104, 035 | 264, 550 10, 450 


EXPIRATION DATE OF LIFE OF COMMITTEE 


Mr. Preston. This request is to continue the unobligated 1956 
funds available through July 30, 1956 
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The life of your agency expires when, Captain Orville? 

Captain Orvitte. On July 30, 1956, according to the present 
legislation, Public Law 256. And our present appropriation, of 
course, would expire on June 30; so that we are asking for an extension 
of 30 days to finish up the activities of the committee. 

I have here a brief statement which summarizes the situation, if I 
may read that into the record. This is our summary statement on 
page 9. 

SUMMARY STATEMENT 


Mr. Preston. We will insert page 9 in the record at this point. 
(The matter above referred to is as follows:) 


SUMMARY STATEMENT 


This committee was established by the act of August 13, 1953 (67 Stat. 559). 
The act provides that it shall evaluate all public and private experiments in 
weather control and report its findings to the President for submission to the 
Congress from time to time, making a final report no later than June 30, 1956. 
Thirty days after submission of such report the committee shall cease to exist. 

The committee asks that the unobligated balance of the appropriation granted 
under this head for the fiscal year 1956 shall remain available until July 30, 1956, 
with the expectation that it will not submit its final, report before June 30, 1956, 
and that 30 days of fiscal year 1957 will be required for completing committee 
business. This business will include: (a) Handling details connected with print- 
ing and mailing of additional copies of the final report, (b) taking care of corre- 
spondence connected with the report, (c) reorganizing records and transferring 
records and property to another agency or other agencies, (d) making provision 
for terminal leaves and taking care of other matters involving personnel, (e) per- 
forming other administrative functions necessary in bringing the committee’s 
work to a close, and (f) testifying before the Congress or otherwise answering 
congressional inquiries about legislative recommendations made in the report. 

The subject being investigated by the committee could be studied intensively 
for many years and each increment of additional study would tend to make the 
answers supplied more positive and exact and therefore more valuable. The 
committee does not now propose to extend its study beyond the limits set by the 
authorizing legislation but does now propose to continue the study to those 
limits, so that its conclusions can be as positive and exact as possible within the 
allotted time. 


Mr. Preston. Captain Orville, you are the head of this agency? 
Captain Orvitte. Yes, sir; I am chairman of the agency. 


RESUME OF COMMITTEE’S FINDINGS 


Mr. Preston. The committee would be interested to know what 
your findings have been as a result of your studies. Could you give 
us a brief résumé of your findings? 

Captain Orvitte. Yes, sir; I can. On February 7 of this year we 
issued an interim report, sent it to the President, and, briefly, that 
report has found that in three Pacific Coast States, Oregon, Washing- 
ton, and California, the present cloud seeding techniques have pro- 
duced an increase in the precipitation amounting from 9 percent to 
17 percent over the average amount. That is where we have suffi- 
cient data to analyze and get definite results. Those data usually 
extend over a period of from 3 to 5 years. And this is in a particular 
type of terrain that is characteristic of the west coast, where you have 
steep mountain ranges to assist in the precipitation process. 

The committee has been operating fully for a little over a year now 
and we have developed what we think is a superior method of telling 
whether we are getting any increase, or not. And the committee, 
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since it has the responsibility for evaluating all of the different cloud 
seeding projects throughout the country, has a small technical staff 
and we think for the first time in history we have been able to analyze 
some of these seedings and know exactly what results the commercial 
cloud seeding companies have been able to obtain. 


ESTABLISHMENT OF METHODOLOGY FOR EVALUATION OF WEATHER-CONTROL 
EXPERIMENTS 


Mr. Preston. I think it would be of general interest to the public 
to know what is the superior methodology you have established for 
evaluating the weather-control experiments. 

Captain Orvitte. That is a rather long and complicated explana- 
tion; but it is largely a statistical method whereby we go into an 
analysis of the particular type of storms and we use the standard 
statistical methods involving meteorology as well as statistics. That 
is where our method is superior to previous evaluations that have been 
made, in that we have meteorologists as well as statisticians and they 
have worked together in developing the methodology. 

In general, the method consists of taking a target area where com- 
mercial cloud seeders have been seeding with silver iodide and then 
we pick an independent control area in the vicinity which is uncon- 
taminated by the seeding and compare the results in the controlled 
area with the target area. And by picking selected sites both in the 
target area and the controlled area, with the use of standard statistical 
methods we can tell whether the target area is getting more precipita- 
tion than the control area, or getting less or may, actually, be getting 
no effect at all. 

Mr. Preston. Do you take wind measurements in the two areas? 

Captain Orvitie. Oh, yes. It is necessary, of course, to have 
wind readings and know that the seeding is taking place upwind so 
that the silver iodide goes down over the target area. 

* Mr. Preston. Are you able to tell whether the silver iodide has 
moved into the controlled area, also? 

Captain OrvitLe. Yes, we are able to do that. That is another 
feature of our program. 

The third thing is we initiated a program of what we call physical 
evaluation definitely to determine whether the silver iodide is getting 
up to the clouds there. This project is underway at Mount Wash- 
ington, N. H. It is an ideal spot to carry out these experiments. 
And we have definitely found out that the silver iodide gets from the 
generator up into the cloud. 

The reason we did that was because we heard of one evaluation 
where this man was going to report some very significant results and 
started to check further and found out there had been no seeding 
going on that year. So, to forestall any possible chence ‘that the 
committee might make an evaluation where there was not any seeding 
going on, we set up this program at Mount Washington and that is 
definitely telling us what quantity of silver iodide is being issued by 
the generators and whether it is getting up to the target areas, and 
we have definite measurements and photographic documentation to 
show that the silver iodide is getting up there. So that there is no 
question but what seeding is effective. 
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This is more or less an administrative report rather than a scientific 
report, because we wanted the background information to show what 
the committee had accomplished. 


RESULTS OF EVALUATION 





Mr. Preston. Do you plan to file a scientific report? 

Captain Orvitue. Yes, sir. That is in process of preparation 
right now. There are 2 scientific reports under preparation; in fact, 
1 of them is in tentative form now. 

You might be interested to have Mr. Gardner briefly outline 
the results of the evaluation up to the present time. 

Mr. Preston. Yes. 

Mr. GarpNER. Just last week we were able to combine the results 
of the projects that the committee has so far evaluated. You can 
understand that when you evaluate statistically, you get results 
which you have to express in terms of probability; in other words, 
there are such and such odds that an effect occurred. Now in statisti- 
cal analysis, we set our own odds. That is the ordinary practice. 
And in our evaluations, we have used a 10 percent level of significance. 
In other words, if we get positive results, we.say the odds are 9 to 1 
that those results were actually created by the seeding. They are 
1 out of 10 that the results might have come about accidentally. 

Mr. Preston. You really surprise me with your statement. How 
do you figure the odds are so great that it was actually the result of 
seeding, rather than God’s own handiwork? 

Mr. GarpNer. You must understand that precipitation is naturally 
quite variable and 1 year in 1 area it might be 10 inches and another 
year it might be 20, and it will vary in between. Suppose you seeded 
1 year and the natural rainfall came to 10 inches. Suppose the seeding 
increased it 20 percent. That would be only 12 inches, and that would 
be below your mean. So what are you going to conclude? Probably 
that there was not only no increase, but a “decrease. On the other 
hand, suppose you were seeding 1 year and got 18 inches—3 inches 
above the mean and the seeding actually produc ed no effect. Then 
you would come to an erroneous conclusion also. To counter this, 
we reduce this variable, in one way, by establishing the target control 
relationship of which — iin Orville spoke. In other words, we 
do not go from year to ye: We take this target area and this control 
area and find out that every year when this area [indicating] gets 20 
inches, this area [indicating] gets 18 and, when this area [indicating] 
gets 10, this 1 [indicating] gets 8. Now those 2 areas do not follow 
ach other up and down that path of variability 100 percent; but they 
do generally follow each other and, because of that, we can establish 
a correlation between the two. The correlations we found in the 
evaluations the committee performed vary between 80 and 90 percent. 
So you see how we are eliminating part of the natural variability. 
We further reduce the variability by extending the record year after 
year. 

I can speak to that by taking an instance of flipping coins. Each 
year suppose we flip 20 coins. When we flip the first 20, we might 
get 15 heads and only 5 tails. That is natural variability, let us say. 
The next year we might get 5 heads and 15 tails. But when you add 
the 15 heads the first year and 5 heads the second year, and the 5 tails 
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the first year and the 15 tails the second year, you see we are knocking 
out the variability. And if you keep on flipping coins year after year, 
you are going to establish a mean and ordinarily that mean will be 
50-50; you get as many heads as you get tails. 

Now suppose over a period of vears, you tossed a coin 1,000 times 
and got 600 heads and got 400 tails: That gives you e — evidence 
so that you can reasonably say that you do not have a 50-50 chance 
when you are tossing this coin; it may be heavier on one side or some 
other factor enters in, and so you establish a new mean, 60-40. ‘That 
has happened in one project shown on this map, in a very striking 
manner, the Tri-County project in northern Oregon. The first year 
we found a very heavy rainfall, the first vear of seeding, and from that 
you might immediately conclude that this cloud seeding really does 
some thing terrific. The next vear is w ay down and you might come 
to the opposite conclusion. But, as the years progress the rainfalls 
settle at a new mean [indic ating}, which is 18 percent above average. 

Now what are the odds in this case? They are 9 to 1 that this 
result was brought about by the cloud seeding and was not accidental. 

Mr. Preston. Now would it be a safe statement, based on the 
premise you have laid down that the odds were 9 to 1, to say that if 
a suitable rain cloud is seeded vou will get favorable results 90 times 
out of 100? 

Mr. Garpner. No, sir; that is not what we mean. That gets us 
into another matter. 

Mr. Preston. Do you have any statistics on that? 

Mr. Garpner. Yes, we have statistics on that, but I do not have 
any here. I can say the problem is something that we call M over N 
M being the number of effective seedings and N being the total num- 
ber of seedings. Here [indicating] are the target areas. We have the 
generators spotted here and there [indicating]. We release silver iodide 
every time we think we have a suitable seeding opportunity. We 
cannot always tell. There may be an abundance of nuclei present 
already. If so, there may be no reason for introducing additional 
nuclei, and, in this case we would create no effect. Or, again, we may 
seed and feel that the wind is going to carry the material over the 
target but, actually, the upper winds turn out to be different and the Vy 

carry it off to another spot. Or we may feel we have a convective 
situation so that the material will be sucked up, but there may be an 
inversion which we failed to detect. So when we seed 20 times, say, 
during 1 season, we feel that maybe 4 or 5 times out of the 20 we may 
hit the target and get the effect. The total effect over a period of 
time may be an average of 10 to 15 percent; but when we really did 
hit it, who knows what it might have been. It might have been 80 
to 100 percent. 

Mm 

lo carry on about the matter of odds, we accept a 10-percent level 
for the odds on individual projects. But I think you can readily 
understand that the odds against this apparent positive result happen- 
ing in one case, and another case, and still another case, are much 
greater than those happening in just one isolated case and this map you 
have, Congressman Preston, shows the targets that we have evaluated. 
The ones in black are what we call orographic projects and they all 
show positive results. By ‘orographic,”’ I mean these are mountain- 
ous areas where the incoming air is pushed upward by the fact there 
is a mountain there, so that we know the material has to go upward. 
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Further, we know these mountains tend to fix storm situations over 
that area. The odds against this result having come about acci- 
dentally on these 5 orographic projects are 694 to 1. This [indicating] 
involves actually 20 seasons, some of them concurrent, but show a 
total of 20 years of seeding and, considering those odds, this effect 
would have happened accidentally only once in 2,780 unseeded years. 
In other words, if we had records for every year since 800 years before 
the birth of Christ, it would have happened only once accidentally. 

Mr. Preston. You mean the rain? 

Mr. GarpNer. No, that the rain would have fallen in this 
pattern—— 

Mr. Preston. Only once since the birth of Christ. 

Mr. GarpneEr. Yes. 

Mr. Preston. You have really figured out some statistics. 

Mr. GarpNrErR. That is a pretty bald statement. It should be 
qualified in several ways; but essentially it is correct. 

Now that applies to these projects [indicating]. The odds change 
as we go into the other projects. 

Captain OrviLLe. But that is limited to the west coast States; 
we do not know about the other areas yet. 

Mr. GarpNrEr. However, we calculate that the increase in this 
magnitude will be worth from $20 million to $50 million annually 
to the 3 west coast States. We have not made this calculation our- 
selves; but the rough figuring we have been able to do gives us no 
reason to quarrel with that. 

Mr. Preston. You are really strong for this cloud-seeding business, 
are you not? 

Mr. GarDNER. The reason why people are interested in this, as 
you can well understand, is that it seems to give promise of producing 
very valuable water for a very small amount of money. 


CLOUD-SEEDING PROJECT IN GEORGIA 


Mr. Preston. Let us take the southwestern portion of the State 
of Georgia. Our prevailing wind comes from the Gulf of Mexico and 
most of the rain comes from the gulf. The seeding people began a 
project down there last year in midsummer, during the period of 
drought. Shortly after they brought in the silver iodide generators 
we had an abundance of rain and perhaps excessive rain. That was 
most welcome. Then right about the time the crops were harvested, 
the rain quit and we did not get any more during the fall; we did not 
get any volume of rain all during January and February and, for about 
5 months, they could not produce any rain; it was just another dry 
period. 

Now how do you explain that? We just did not get rain clouds to 
come in? 

Captain Orvitie. That is probably the reason; yes. 

Mr. GarpNER. I suspect that is the reason given to you. There 
you go right back to the natural variability—not one between years, 
but between months. 

Mr. Preston. Normally we get plenty of rain in the fall and early 
months of the ensuing year. 

Mr. GarpNner. You must appreciate that when we speak of in- 
creasing rain 10 percent, Mother Nature has a much greater hand in 
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it than we have. Mother Nature gives us 90 percent. If she fails 
to give her 90, the 10 does not look very good. In fact, we have not 
the opportunity to get the 10. 
Mr. Preston. And that is what happened to us—Mother Nature? 
Mr. GarpNner. Undoubtedly. 


EFFECT OF CLOUD SEEDING ON DROUGHTS 


Captain OrviLLeE. I think it is pretty well established that cloud 
seeding will not break a drought. You cannot break a drought; you 
cannot make rain. But if the proper clouds come over, you can get 
additional rain out of them when they do. But up to the present 
time we know of no way actually to cause rain over an area that 
needs it. 

Mr. Preston. In other words, you cannot create clouds. 

Captain OrviLuE. No, sir; you cannot create clouds, from what we 
know about it. 

Mr. Preston. So you summed it up rather briefly there by saying 
that, if the clouds are present, you can increase the amount of rainfall 
from the clouds. 

Captain Orvitie. That is what our analysis shows at the present 
time, in the mountainous areas. We do not know what we can do in 
Georgia; we do not know what we can do in the flat land areas. That 
is part of the evaluation we are working on right now. But we do 
know that in the three States we have been able to analyze, where 
we have the orographic effect and the deep cool storms, that you can 
get a 9 to 17 percent increase. As to the other areas that is what we 
do not know. We have some increase, but we do not know how much. 


PRIORITY OF CLOUD SEEDING PROJECTS 


Mr. Preston. What percentage of your appropriation to date has 
gone into the effort we are talking about here today? 

Captain OrviLuLe. Our statistical group has been devoting full 
time to the whole thing and in pulling out these results they have 
analyzed some 5,000 storms, sir. 

Mr. Preston. Is it contemplated that you shall go into the matter 
of tornadoes, hurricanes, and that sort of thing, or did you just 
devote your effort to those areas we have discusse d? 

Captain Orvitte. Almost entirely in this particular area, because 
we have a limited time. 

Mr. Garpner. We have limited time and have limited data. 


AVAILABILITY OF FUNDS AFTER JUNE 30, 1956 


Mr. Preston. What was your unobligated balance at the end of 
March? 

Mr. GarpNner. We will be glad to supply that to the committee. 

Mr. Preston. You want this appropriation carried over for 30 
days additional. How much money do you expect to have remaining 
at the end of the fiscal year? 

Captain Orvitte. We expect to have $10,450 to be carried over 
for the last 30 days. 


75136—56——-438 
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EFFECTIVENESS OF CLOUD SEEDING AND TIME ELEMENT IN OBTAINING 
RESULTS 


Mr. Mitier. As a matter of personal interest, how quickly does 
your treatment react? In other words, when you release the silver 
iodide from the ground, what is the time interval before it does what 
you think it is going to do? 

Captain Orvitte. That depends on several factors. One is the 
distance that the generator is from the cloud; another is the strength 
of the wind; another is how rapid the air currents will carry the silver 
iodide up to the cloud. The average time varies, I would say, between 
20 minutes and an hour. Under some rather stable conditions it may 
be an hour before it actually gets up there and takes effect. 

Mr. Miiuer. Depending on the distance, the wind, and so forth? 

Captain OrviILLE. Yes, sir. 

Mr. Minuier. But you usually get action sometime within the 
first hour? 

Captain Orvitue. Yes, sir, if it is going to act—between 20 minutes 
and an hour. 

Mr. Mruter. Do you normally get results over an area where the 
cloud is not supplying any rain on the ground at all and you break 
that in some way and get precipitation? 

Captain Orvitue. Yes. 

Mr. Mituer. Or do you add to the precipitation when you already 
have some rain? 

Captain Orvitie. Both; but we have seen cases where there was 
no precipitation falling at all and we would seed and then the pre- 
cipitation would start. And we have had a task force that we send 
out to different cloud seeding areas; in fact, we have a task force that 
will go out this afternoon. 

Mr. Mituer. This percentage of increase you referred to in some 
instances might be 100 percent. 

Captain Orvitue. It could very well be 

Mr. Minter. And in some instances it might be none, and the 
percentage mentioned refers to the overall level for certain areas. 

Captain Orvitie. That is right. In fact, we are quite sure that 
in some cases we do get more than 17 percent. In order to have an 
average of 17 percent, you have to have some cases where you get 
more than 17 percent. 

Mr. GarpNer. That raises a possibility that you need not be 
frightened by, but that has to be taken into account. The increase 
in a certain situation might be 100 percent. During the period of a 
storm that would normally produce 3 inches, you might get a 100- 
percent increase because of a combination of favorable circumstances, 
and it is conceivable that you could cause a catastrophe. 


PROPOSED EXTENSION OF LIFE OF COMMITTEE 


Mr. Preston. What legislation if any do you propose to recom- 
mend as a result of your studies? 

Captain Orvitie. We have already recommended an extension of 
the Committee’s life for 2 years. That is in the recommendation to 
the President, and the last paragraph states: 
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We now recommend that the life of the Advisory Committee be extended 2 
years, not because the Committee has failed to get the job done in the time 
provided, but because it has succeeded in establishing some positive and important 
results which justify the Federal Government continuing its special interest in 
the field. 

That was our recommendation to the President and was approved 
by the President and by the Bureau of the Budget and there is a bill 
in the Senate, S. 2913, which simply asks for an extension for 2 years 
from June 30, 1956, to June 30, 1958. And that is the present status 
of the recommendation. 


POSSIBILITY OF DISPUTES ARISING BETWEEN STATES IN CLOUD SEEDING 
PROJECTS 


Mr. Preston. Do you foresee the possibility of disputes arising 
between communities or States over this cloud seeding business? 
Let us take a hypothetical case; let us say that favorable rain clouds 
move in from the Gulf of Mexico over Alabama and then Georgia 
and South Carolina. Alabama seeds the clouds and empties them 
before they ever get to north Alabama and southwest Georgia, thereby 
depriving those areas of some rain which might have moved on to 
assist those areas: Have you thought about that? 

Captain Orvitie. Yes, sir, we have. In fact, we have been faced 
with that on a number of occasions and the current scientific opinion 
on that is that nature in itself is inefficient and on the possible amount 
of rain dropping out of one storm, even if it is not seeded, possibly 
not more than 5 percent of the precipitation will drop out of the 
total amount. Then, if you seed, you will get maybe an additional 
2 percent. That will still leave 93 percent to go on into Alabama 
and Georgia and up the coast. 

Mr. Preston. In most areas the law provides that the area above 
the land is owned by the owner of the land up as far as infinity. There 
would not be any legal problems arising from your operations, would 
there? 

Captain Orvitie. As I say, at the present time it is estimated 
there would still be 93 percent of the moisture going on into the other 
area. 

oat Preston. If there are no further questions, thank you very 
much. 
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Monpay, Aprit 9, 1956. 


PANAMA CANAL COMPANY AND CANAL ZONE 
GOVERNMENT 


WITNESSES 


MAJ. GEN. J. 8. SEYBOLD (RETIRED), GOVERNOR OF THE CANAL 
ZONE; PRESIDENT, PANAMA CANAL COMPANY 

L. B. MAGNUSON, BUDGET ANALYST 

P. L. STEERS, COMPTROLLER 

MERRRILL WHITMAN, SECRETARY, PANAMA CANAL COMPANY; 
ASSISTANT TO THE GOVERNOR OF THE CANAL ZONE 


GENERAL STATEMENT 


Mr. Preston. The committee will come to order. 

The next item is the Panama Canal, found on page 155 of the 
committee print. 

General Seybold, do you have a general statement to make on the 
overall subject? 

General SryBoup. Yes; I have. 

Mr. Chairman and members of the committee, I am Maj. Gen. 
John S. Seybold, United States Army, retired, Governor of the Canal 
Zone and president of the Panama Canal Company. 

[t is a pleasure to appear here with members of my staff and present 
to your committee this statement and discuss the budget program of 
the Panama Canal Company and estimates for the Canal Zone 
Government for fiscal vear 1957. 

This is probably the last time I shal! appear before this committee 
in my present capacity. For that reason, I think it appropriate to 
note briefly a few of the more important developments during my 
administration and to mention some of the problems of interest to 
this committee with which the Panama Canal agencies may be con- 
fronted in the future. 

My service as Governor of the Canal Zone and president of the 
Company began in May 1952, approximately 10 months after the 
effective date of an extensive fiscal reorganization made for the pur- 
poses of increasing operational flexibility, providing a more logical 
grouping of functions and a sounder basis for determining tolls rates, 
and, in general, promoting more effective administration of the canal 
enterprise. We have now operated for 4 complete years under the 
new organization and have made, I believe, significant progress along 
the lines anticipated by the Congress when it effected the reorgani- 
zation. 

The general trend of policies of the Panama Canal Company has 
been in the direction of streamlining operations by effecting organiza- 
tional and operational changes designed to eliminate duplication of 
effort, reducing force wherever compatible with efficiency and economy 
of operation, and making changes generally with a long-range view to 
increased utility of the canal and its essential adjuncts. 
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ORGANIZATION PRIOR TO JULY 1951 


The Panama Canal enterprise before July 1951 was comprised of 
two complementary main entities, the Panama C anal, an independent 
Government agency, and the Panama Railroad Company, a wholly 
owned Government corporation functioning as an adjunct to the 
Panama Canal. The Panama Canal was charged with the operation 
and maintenance of the waterway, including many of the supporting 
services, and with the administration of the civil government of the 
Canal Zone, including health, sanitation, and protection. Its opera- 
tions were financed by congressional appropriations. Revenues from 
tolls were paid directly into the United States Treasury, as were all 
other revenues except when reappropriated by the Congress. The 
Panama Railroad Company, on the other hand, was financed from 
its own earnings. Its operations, however, were limited to a certain 
few supporting activities, the principal ones being the operation of the 
transisthmian railroad, the steamship line, the communication system, 
the terminal facilities, ‘and the commissaries. 


CANAL ZONE GOVERNMENT 


The Canal Zone Government as now constituted is an independent 
agency responsible for the civil government of the Canal Zone, in- 
cluding health, sanitation, and civil protection. It conducts hospital 
and medical facilities, schools, a postal service, libraries, police and 
fire departments, customs and immigration services, quarantine and 
sanitation operations, magistrates’ courts and other activities. The 
Canal Zone is by law held and governed as an adjunct of the canal 
itself. All the governmental activities are essential in support of 
the basic mission of the canal enterprise, namely, the transiting of 
ships. 

The Canal Zone Government is financed initially by congressional 
appropriations. Its entire costs of operation, however, including 
depreciation accruals on fixed assets acquired from funds appropriated 
for capital outlay, are repaid to the Treasury annually. All revenues 
of the agency are covered into the Treasury as miscellaneous rec eipts 
and the net cost remaining after payment of these revenues is reim- 
bursed to the Treasury by the Panama Canal Company. 

No funds are being requested for capital outlay in fiscal year 1957 
since balances of funds heretofore appropriated are sufficient to 
finance the agency’s capital program in that year. 

The sum of $15, 660, 000 is being requested for operating expenses 
in fiscal year 1957, which, as I have explained, will be fully repaid to 
the Treasury either in the form of revenues received or by the Panama 
Canal Company. 

PANAMA CANAL COMPANY 


The Panama Canal Company is a wholly owned United States 
Government corporation. Its mission is the maintenance and opera- 
tion of the canal for the transit of vessels between the Atlantic and 
Pacific Oceans, and includes the conduct of supporting services es- 
sential to this mission. 
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The Company is subject to the Government Corporation Control 
Act. Its accounts are audited by the General Accounting Office, and 
its budget programs are presented to the Congress annually. The 
1957 budget program of the Panama Canal Company is now pending 
before this committee. The Company requests no appropriation of 
funds either for operating expenses or capital outlay. Funds for both 
these purposes will be provided from past or future earnings. 


RESULTS OF OPERATIONS 


During the first 4 years of operation since its reorganization, the 
operating income of the Panama Canal Company, after recovery of 
direct operating costs, including depreciation, but before payments 
to the United States Treasury, totaled $89.4 million. Payments to 
the Treasury during that period amounted to $85.8 million, including 
a capital repayment in fiscal year 1955 of $10 million. The remainder 
of the operating income was retained by the Company to provide for 
capital needs. Payments to the United States Treasury are sum- 
marized as follows: 


Net cost of Canal Zone Government_ Sec’ Seer uddwe ee, ee 
Interest on investment of U. 8. Government__--_- Pn eee Pe 
Annuity to Republic of Panama_-__________-__------. teres ene 1, 720, 000 
Capital repayment (fiscal year 1955) --_- che eaw-hinits wae eiiee as hc 

Total payments (gross)_____-_--- Sites aie biel tap: tess See oes a 85, 814, 419 


The budget now before your committee estimates that the current 
operations of the Company will result in a net income, after making all 
payments required to be made to the Treasury, of $563,300 in fiscal 
vear 1956 and $779,300 in fiscal year 1957. Present indications are 
that operating results in fiscal year 1956 will be more favorable than 
budgeted. 

I should like to invite the attention of the committee at this point 
to the fact that all amounts reported or estimated for depreciation, 
interest expense, and net income subsequent to July 1, 1951, are 
tentative determinations, subject to future adjustments because 
certain assets, liabilities, and the related direct investment of the 
Government acquired by transfer from the Panama Canal agency were 
still in process of valuation at the time the budget now before your 
committee was transmitted to Congress. I shall discuss the present 
status of this valuation a little more fully later in my statement. 

Mr. Tuomas. I did not get the import of the last sentence that you 
read. 

General Sreyvsoup. The direct investment of the Government is now 
being determined. When the present law was enacted the Panama 
Canal Company was charged with the taking of an inventory and 
setting up the valuation of the assets transferred to the Company by 
the old Panama Canal agency. The Company bas done that. It 
is now in the hands of the Bureau of the Budget for approval. The 
assets that were taken over by the Company on transfer have been 
inventoried and appraised to determine the Government’s investment. 

Mr. Tuomas. I presume that you are prepared to state as of some 
particular period, either the 1st of January or June 30 of this vear, 
what the overall cost and receipts have been since the canal has been 
in operation. 

General SEYBo.LD. Does the Congressman mean since 1914? 
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Mr. Tuomas. Yes. 

General SeyBoup. We do not have that. We can get it. Our 
company’s operation goes back to 1951. 

Mr. Tuomas. That is a very inconclusive date. I just wondered 
if you were prepared to give that figure. Your reply was couched in 
such a way that I assume you are not. 

Mr. Steers. I can report it roughly. Based on current fiscal criteria 
we have made a tentative computation of overall operating results 
from inception to June 30, 1951. The canal organizations have re- 
covered during that period all costs including depreciation and interest. 
This leaves roughly an excess of revenues of $12 million through 
June 30, 1951. 

Mr. Tuomas. What were the criteria that you used? 

Mr. Steers. That the assets would be valued at original cost to the 
United States Government. 

Mr. THomas. You actually use the cost figure paid out by the 
Treasury then? 

Mr. Sreprs. Yes. 

Mr. Tuomas. You do not take into account any inflation. It is 
what it actually cost in dollars and cents, and that figure is $12 million? 

Mr. Steers. Yes; as of 1951. 

Mr. Tuomas. General Seybold just testified that in 1955, 1956, and 
1957 net operating revenue would be in the neighborhood of $500,000, 
$600,000, and $700,000 net for those 3 years. 

Mr. Strerrs. Yes. 

General SrysBo tp. For 1956, $563,300, and for 1957, $779,300. 

Mr. THomas. What was it for 1955? 

Mr. Steers. $600,000 for 1955. 


CANAL TRAFFIC 


General SrysBo_p. Commercial traffic has shown a constant increase 
over the past 4 years. The number of oceangoing commercial vessels 
transiting the canal during this period, of which approximately two- 
thirds are foreign flag, was 29,715 as compared with 20,512 during 
the preceding 4-year period, an increase of about 45 percent. Transits 
by United States Government vessels, on the other hand, declined 
sharply after fiscal vear 1953, from 1,064 transits in that vear to 800 
in 1954 and only 296 in 1955. Tolls revenues and credits reached an 
alltime peak in 1953, totaling $37.4 million. The decrease since that 
vear, however, was entirely due to diminished Government traffic. 
The peak in commercial oceangoing traffic was reached in 1955, when 
7,997 vessels transited the canal carrying 40.6 million tons of cargo. 
Tolls on all commercial vessels amounted to $33.9 million in fiscal 
year 1955 and it is estimated they will amount to $34.9 million in 
fiscal year 1956 and $35.6 million in fiseal vear 1957. Credits for 
tolls on Government vessels amounted to $1.2 million in fiscal vear 
1955 and it is estimated they will amount to $0.8 million in fiscal 
year 1957. 

PERSONNEL 


In spite of the significant increase in traffic, with the resulting in- 
creased demand upon supporting services, the employment rolls of the 
Panama Canal Company and Canal Zone Government have been 
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reduced from about 19,300 in 1951 to about 13,900 on February 29, 
1956, excluding certain strictly temporary employees engaged in a 
locks overhaul project. This is a decrease of almost 28 percent and is 
the direct result of a continuing program to effect economies and 
improve efficiency. 

This has been accomplished by internal reorganizations within the 
Panama Canal Company and Canal Zone Government; by eliminating 
where possible, unprofitable and nonessential activities ; : by contracting 
for maintenance construction services; and by turning over to the 
Republic of Panama certain functions more properly in their domain, 
previously handled by the Panama Canal organization. While some 
operations were reduced, eliminated, or consolidated, there were in- 
creases in certain Company and Government operating areas resulting 
specifically from the elimination of duplicate facilities among the other 
Government agencies operating in the Canal Zone. This had the 
effect of reducing personnel requirements of the United States Govern- 
ment as a whole but it did increase the force of the agency accepting 
responsibility for providing the service for the consolidated operation. 
When the hospitals were consolidated, the Canal Zone Government 
took over all the hospitals for Government agencies in the Canal Zone, 
and in this current budget it is proposed that all structural fire- 
fighting facilities will be consolidated within the Canal Zone Govern- 
ment. I shall comment on this more fully later in my statement. 

It is believed that we have reached a point where there is a general 
stability of employment. Force reductions now are effected generally 
by attrition, and our present force is very well in balance with the 
current workload. Some significant reductions, mostly in the non- 
United States citizen group can be expected within the next few years 
as the recent treaty with Panama becomes fully implemented. 

The employees who are on the rolls today are better paid, better 
housed, and more effectively utilized than were the forces at July 1, 
1951. The reduction in labor turnover indicates that the United 
States citizen Company/Government force is more settled than it was 
in previous years, and that it is more stable than the average United 
States Government force: 





| 
1953 1954 19. 
eel | | 
Separation rate, United States citizens, Panama Canal Com- | 
pany/Canal Zone Government Scietletitade ahasicn duke 23. 67 17. 86 | 13. 25 
Separation rate, entire Federal Government_..-.-.-..--------| 30.0 | 25. 3 24.0 


These rates cover separations for all causes, including reduction of 
force, retirement, and voluntary resignation. For voluntary termina- 
tions, our rate in fiscal year 1955 was only approximately 9 percent 
as compared to approximately 11 percent for the Federal Government 
as a whole. 

It is also of interest to note that our very substantial reduction in 
work force during the last few years has been during a period of 
greatly increased labor costs as a result of legislative pay increases 
and additional fringe benefits over which we have no control. We 
have been able to absorb or offset these increases in operating costs 
by the reduction in personnel force, so that our overall payroll costs 
have not increased notwithstanding the increase in average labor cost 
per employee. 
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HOUSING FOR EMPLOYEES 


At the time of its reorganization, the Company inherited an exten- 
sive housing replacement program from the Panama Canal Agency. 
Plans were well advanced to replace practically all the old, deteriorated 
frame housing with modern, more permanent and desirable houses. 
The anticipated cost of the program at that time was about $81 
million, but continuing studies of housing needs, force reductions as 
the result of economies effec ‘ted, adoption ‘of a new policy with regard 
to housing alien employees, and the retention of some frame houses 
originally scheduled for demolition, permitted a reduction in replace- 
ment cost to approximately $25 million. The housing program was 
practically completed in fiscal year 1955 and the new modern houses 
should serve the needs of the canal organization for many years. 

Although the housing policy contemplates that the majority of 
non-United States citizens who work in the Canal Zone will reside in 
the Republic of Panama, there is no plan to discontinue the three 
permanent housing areas for some of these employees, in Paraiso, 
Gamboa, and Rainbow City. These areas will be retained to offer 
housing for a selected group of such employees whose continued 
residence in the Canal Zone is desirable in the interest of the operations 
of the Panama Canal Company and Canal Zone Government. 


CONVERSION OF POWER SYSTEM 


Because of certain advantages in handling heavy loads at con- 
trolled speeds under conditions encountered in opening and closing 
the canal locks, the hydroelectric power system in the Canal Zone 
was originally designed to operate at a frequency of 25 cycles. At 
the time of the reorganization of the Company in 1951, however, the 
procurement of 25-cycle electrical equipment had become exces edingly 
difficult and very costly because of the conversion of practically ‘all 
United States power systems to 60-cycle operation. As a result of 
this, it was decided in 1952 to convert the canal’s obsolete system to 
60-cycle at a total estimated cost of $13 million, of which it is esti- 
mated $5.3 million will have been expended through June 30, 1956, 
and $3.8 million will be spent in fiscal year 1957. The average con- 
version date of the system is estimated to be July 1, 1958. 


CONTRACTOR’S HILL PROJECT 


The project designed to stabilize the slope of Contractor’s Hill 
Gaillard Cut was successfully completed in September 1955 by the 
contractors Work on this project was begun in May 1954, after it 
was determined that a crack in the rock ledge on the east of the hill 
was extending across its crest. The crack had been under observa- 
tion since 1938 and its expansion presented a definite hazard to 
transiting vessels because of possible slides. The project, which con- 
sisted of cutting the hill back in a series of terraces, was completed 
without incident, and no delays to shipping occurred during the work. 
The total cost involved was approximately $4 million. 
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VALUATION STUDY 


I am pleased to report to your committee that the comprehensive 
inventory and appraisal, required by statute, of the canal and other 
properties transferred to the Company at the time of the reorganization 
has now been completed. A formal report of the valuation was for- 
warded to the Bureau of the Budget on March 1, 1956, for final ap- 
proval as required by law. 

The completion of this valuation study is considered to be an im- 
portant accomplishment. It involved the complete physical inven- 
tory of all assets and liabilities transferred to the Company from the 
Panama Canal agency and the painstaking appraisal of their values. 
Properties inventoried and appraised ranged in importance from the 
channel and locks themselves down to minor items of equipment, such 
as office furniture. This valuation, upon approval by the Bureau 
of the Budget, will provide for the first time a complete picture of the 
Government’s investment in the Panama Canal Company and a 
firm basis for the computation of interest and depreciation, which 
are as vet necessarily tentative. 


ELIMINATION OF DUPLICATE ACTIVITIES 


At this time last vear I reported that a plan was under study to 
consolidate all structural fire fighting in the Canal Zone into a single 
system staffed with civilian fire fighte rs under the jurisdiction of the 
Canal Zone Government. I am now able to report that one more 
step in the elimination of duplication is about to be accomplished. 
A plan has now been developed and agreed upon by the Canal Zone 
Government and the Department of Defense for this consolidation, 
which will result in savings to the United States Government of 
more than $600,000 a vear as a result of overall reduction in personnel, 
fire stations, and fire-fighting equipment. Each of the several agen- 
cies participating in the consolidation will bear its proportionate 
share of the total cost. The initial financing will be by the Canal 
Zone Government, which accounts for its increased appropriation 
request for fire protection. 

The consolidation plan involves the use of local labor to the extent 
feasible. This general policy has the approval of the State Depart- 
ment, the Defense Department, and the General Accounting Office, 
among others, and was specifically noted in detail and considered 
important by the Senate Committee on Foreign Relations in the course 
of ratification of the 1955 treaty with Panama. 

Negotiations with the Military Sea Transportation Service are still 
in progress in following up the recommendation made by the Hoover 
Commission that the Panama Line undertake to carry military freight 
and passengers between New York and the ae ao Zone, thus making 
possible the elimination of a Military Sea Transportation Service 
vessel. J am hopeful that these uditions will be completed in the 
near future, but no tangible results have so far developed. 

You will also be interested to know that the consolidation of Govern- 
ment hospitals in the Canal Zone, effectuated early in fiscal year 1955, 
is operating in a most satisfactory manner from the viewpoint, I be- 
lieve, of all the agencies concerned. 

Within the Company a continuing program of advance planning 
and organizational improvements has resulted in some recent changes, 
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although not of a major nature, designed to utilize personnel and 
facilities more effectively in the light of current and prospective work- 
loads and operating requirements. A principal recent change has 
merged our supply and employee service activities into one bureau, 
thereby consolidating like services which can benefit by unified ad- 
ministration and centralization of the procurement, warehousing, and 
business operations involved in, for example, the commissary sales 
stores and community service centers. Among other things, this 
change anticipates a reduced level of operations in these areas next 
year as a result of certain treaty commitments to Panama, which I 
shall note further later in this statement. 


DISCONTINUANCE OF RAILROAD 


I am sure you are aware that the House Committee on Merchant 
Marine and Fisheries has adopted an interim report made by the 
Panama Canal Subcommittee in which the opinion is expressed that 
the operation of the Railroad should be continued pending an exami- 
nation and report by qualified railroad experts, and in which it is 
recommended that until such report is made and considered opera- 
tions be continued at present levels of service and equipment. 

The budget now before your committee provides for the phasing-out 
of the Railroad in fiscal year 1957 preliminary to its ultimate abandon- 
ment and the substitution of highway motor vehicles to meet the 
transportation needs of the Panama Canal Company and the Canal 
Zone Government. In this connection, I can only repeat that the 
Panama Canal Company has thoroughly studied this problem and is 
fully convinced that the Railroad is neither an efficient nor economical 
method of meeting our transportation needs on the isthmus. The 
best interests of both the Company and the United States Government 
dictate that we should substitute motor transportation on highways. 

The Panama Canal Company is, of course, entirely willing to operate 
the Railroad for any reasons and in any manner directed by the Con- 
gress. I merely wish to reiterate frankly that it is my studied opinion 
that such continued operation cannot be justified on economic grounds. 


TREATY WITH PANAMA 


A treaty between the United States and Panama was proclaimed in 
August 1955, culminating negotiations between the two countries 
which began in September 1953. Certain provisions of the treaty 
will have an important impact upon the fiscal operations of both the 
Panama Canal Company and the Canal Zone Government which 

cannot yet be precisely evaluated, but which inevitably will require 
sabaeniad capital expenditures and extraordinary operating costs. 

Some of the treaty provisions of greatest fiscal consequence will 
require the enactment of legislation by the Congress, among them the 
conveyance to Panama of certain lands and improvements in the 
Republic when it is determined by the United States that they are 
no longer needed. A supplemental request for capital outlay funds 
for the Canal Zone Government is proposed for ire transmission to 
Congress te provide for the replacement, in the Canal Zone, of schools 
and other facilities now operated in the Republic of Panama. 

Provisions of the treaty and memorandum of understandings which 
have been given effect in the present budget, are the termination of the 
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privileges which some 15,000 non-United States citizens now have of 
pure hasing goods and services from the Panama Canal Company and 
the undertaking by the United States to withdraw and refrain from 
sales, with certain exceptions, to ships. These provisions become 
effective December 31, 1956, and will materially reduce commissary 
and service center operations. 


CANAL ZONE GOVERNMENT BUDGET ESTIMATES 


For the Canal Zone Government for 1957 an amount of $15,660,000 
is requested for operating expenses. No appropriation is required for 
capital outlay, there being a sufficient balance of prior year funds 
available to finance a relatively small capital program in 1957. As 
previously noted, these appropriations represent an advance of funds 
from the Treasury since the entire amount will be repaid to the 
Treasury through recovery from individuals and agencies served and 
the annual payment by the Panama Canal Company of the remaining 
net costs of operation of the Canal Zone Government, including 
depreciation. 

The $15,660,000 for 1957 operating expenses is an increase of 
$1,160,000 over the amount appropriated for the Canal Zone Govern- 
ment in the 1956 act. This increase includes $558,700 for legislated 
pay increases to classified employees, teachers, policemen, firemen, 
and postal employees. The increase in 1957 other than for pay 
increases amounts to $601,300, of which $329,000 is to carry out the 
plan to consolidate the firefighting facilities of the Armed Forces with 
those of the Canal Zone Government, as reported to the committee 
last year. A sum of $250,000 represents an increase in charges for 
general and administrative services performed by the Company for 
the Government in conformity with the formal agreement between the 
two agencies contained in the Company’s bylaws. The increased 
cost is a more realistic appraisal of the value of these services. Details 
of the increase in the Canal Zone Government appropriation request 
appear on pages 63 and 64 of the justifications. 

There are still remaining in the Canal Zone a number of temporary 
wooden buildings, which will ultimately have to be replaced by more 
permanent and suitable structures. These consist of a number of 
buildings used for general purposes, principally school facilities. A 
long-range plan to replace these buildings should be developed and 
made a part of future budget programs. 


PANAMA CANAL COMPANY BUDGET PROGRAM 


Since the reorganization of the Panama Canal enterprise in 1951, 
it has not been necessary to appropriate any funds to the Company. 
Again, for fiscal year 1957, no appropriation is requested to finance 
its operations or capital program. 

The Soamaniea capital program for 1957 includes three major 
projects which were started in prior years. These are the conversion 
of the Canal Zone’s electric power system from 25-cycle to 60-cycle 
current, replacement of obsolete towing © locomotives—“electric 
mules’’—at the locks, and conversion of the locks power system to 60- 
eyele. Funds for designs of fairly large replacement projects are 
included in this budget ‘for exterior lighting facilities on the locks, the 





ti pl Ta 2 


ie Bia ose 


bhlB: osx Dale 


RBS LS = 


te Aa i A A 








| 


sais Act oe! 





pumping and electrical system of a floating caisson, and for switch- 
gear at one of the electrical substations. Other items in the capital 
programs are of a routine or minor nature. 

My incumbency as Governor of the Canal Zone and President of 
the Panama Canal Company marked 4 very active years in the 
organizational and fiscal history of the canal enterprise. While a 
great deal of work remains to be dene before the transition resulting 
from the reorganization is complete, I feel that our progress has been 
very material and that we are well on the road to dev elopment of the 
type of organization and operation envisioned by the Congress when 
it enacted the enabling legislation. I am also confident of its ultimate 
recognized success if the organization is continued generally under its 
present directives. 

I wish to emphasize at this point that the improvements the canal 
administration has made were not accomplished without the help of 
others. I particularly wish to acknowledge the help and loyal support 
of the employees of the Canal Zone Government and Panama Canal 
Company through times that were trying to them also. Without their 
conscientious help and adherence to duty the progress made would 
have been impossible. I am proud to have served with them, and 
know that the United States Government can be proud of them too. 
We have been aided immeasurably also by the assistance of other 
agencies of the Government, particularly the General Accounting 
Office and the Bureau of the Budget, which have always been ready to 
assist us in finding answers to our questions. In closing, | want to 
thank the members of this committee for their sympathetic under- 
standing of our problems and the help they have given us in their 
solution. 


OPERATING EXPENSES, CANAL ZONE GOVERNMENT 
Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
1. Civil functions: 


(a) Customs and immigration --- ‘ $410, 807 $441, 700 $440, 200 
(5) Postal service -_ -- : 1, 073, 214 1, 141, 600 1, 133, 400 
(c) Police protection _- 1, 524, 740 1, 594, 200 1, 568, 400 
(d) Fire protection ------- 553, 130 586, 000 923, 500 
(e) Judicial system -_-.-.-- 66, 126 68, 700 68, 600 
(f) Education.- 2, 173, O 0 3, 069, 300 3, 101, 200 
(g) Public areas ‘and facilities 1, 158, 724 1, 232, 900 1, 226, 000 
(h) Library. . : 75, 214 88, 500 105, 200 
(i) Internal security _.-- saan 102 963 107, 500 106, 900 


(j) Other civil affairs__..-.-- 97, 332 106, 400 106, 400 
2. Health and sanitation: 


(a) Hospitals and clinics - -- ait 5, 133, 912 5, 357, 100 5, 413, 500 
(b) Other public health services-_----- , 702, 917 632, 800 607, 500 
3. General government expenses: 
(a) Office of the Governor-.-- ‘ 26, 432 50, 700 50, 700 
(6) Other general government expe nse 1, 029, 614 1, 505, 200 1, 725, 000 
(c) Adjustment to prior year costs-_------- ‘ —70, 085 
Ci. ik, ee iommiigexcace wide 14, 657, 130 15, 982, 600 16, 576, 500 
Relation of costs to obligations: 
Increase or decrease (—) in selected resources available 
for future application to activity costs... ..-- 193, 211 —46, 900 idle 
Depreciation included in activity costs (—)-- —855, 872 —877, 000 —916, 500 
Re Nn OL ccc cncnceiccccces ith 13, 994, 469 15, 058, 700 15, 660, 000 
Financing: Unobligated balance no longer ‘available_....___- 23, 531 
PDDTOUPEINI. oo. 005i sc... waa swe 14, 018, 000 14, 500, 000 15, 660, 000 
Proposed supplemental due to pay NM sicsasencsshacecx. Biss 558, 700 wee 
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Obligations by objects 





Object classification 1955 actual | 1956 estimate 1957 estimate 
4 


Total number of permanent positions: 























United States rates _._....-- hi nists heidi 6g same 1, 230 1, 205 | 1,179 
ETT WU cic cSccccccuces Paige aaueiceetnes i 24 | 21 20 
Local rates thd tL ne IN 8 Eee ee ee kate 1,178 1,170 | 1, 307 
Full-time equivalent of all other positions ’ 
United States rates_......-- £552kda tv cendictaved eee sated 25 | 27 | 25 | 
Local rates a aS iohiachienn igen ats kde athudadatiewk 28 | 33 32 ’ 
Average number of all employees | | } 
United States rates hind acdotsbabhiiedshaaaenesdkaaaal’ 1, 201 | 1, 203 | 1, 184 j 
Military rates A ee eae ES de 24 21 20 i 
Local rates ne ah btkuwic edict witncnde 1, 206 | 1, 203 1, 339 4 
Number of employees at end of year | | 
CTS oc 8... cn amawweakuedewkahins aa 1, 201 1, 201 1,174 
Military rates oo ‘ ae b icolshibieaaei elem < 21 | 21 20 
Local rates al aces — a alli il cts ata we Bereta etal 1, 286 | 1, 286 | 1, 431 : 
Average salaries and grades: i 
General schedule grades: United States rates: | | 3 
Average salary (che rae ata kee eA uke $5, 757 | $6, 405 | $6, 448 3 
Average grade cat aR LG: GS-66 GS-6.6 GS-4.6 ; 
Grades established for policemen: United States rates_____| $5, 690 | $6, 171 | $6, 193 
Grades established for firemen: United States rates $5, 752 | $6, 223 | $7, 171 f 
Grades established for teachers: United States rates. __._-_-| $5, 427 $6, 403 | $6, 454 : 
Ungraded positions: Average salary: | | ; 
United States rates ait se as ba iess ac chal $5, 097 $5, 477 $5, 485 : 
RIE e oS oe ca cetensonwadnns $1, 340 | $1, 339 $1, 374 ‘ 
1 | { 
Budget authorizations, expenditures and balances 3 
1955 actual | 1956 estimate | 1957 estimate 
| 
RUDGET AUTHORIZATIONS AVAILABLE | 
| 
Appropriation : $14,018,000 | $14, 500,000 | $18, 660, 000 
Proposed supplemental due to pay increases 558, 700 
Obligated balance brought forward 2, 342, 911 | 2, 291, 408 | 2, 263, 000 
Total budget authorizations available 16, 360, 911 17, 350, 108 17, 923, 000 ‘ 
EXPENDITURES AND ?ALANCES 
Expenditures 
Out of current authorizations 11,711, 995 12, 390, 000 13, 300, 000 
Out of anticipated supplemental appropriation | 536, 700 22, 000 
Out of prior authorizations 2, 278, 066 2, 250, 408 2, 231, 000 
Total expenditures 13, 990,061 | 15, 087, 108 | 15, 553, 000 
Balance no longer available 
Unobligated (expiring for obligation ; DAP As cam aweneenet 
Other aay ; ; 55, 911 : JE eles cS. 
Obligated balance carried forward 2, 291, 408 | 2, 263, 000 | 2, 370, 000 
Total expenditures and balances 16, 360, 911 17, 350, 108 | 17, 923, 000 
01 Personal services: 
Permanent positions: 
United States rates -- 6, 736, 097 7, 322, 154 7, 305, 674 
Military rates i Se bh ah tel ca 225, 272 998, 346 | 190, 358 
Local rates ; ak tctdah cae 1, 578, 135 1, 567, 099 | 1, 796, 400 
Positions other than permanent: | 
I I Se te incre weaibalnae 138, 140 | 167, 601 159, 745 
Local rates ; a : 37, 387 | 43, 791 43, 861 
Regular pay above 52-week base: United States rates- 16, 762 | 33, 176 19, 250 
Payment above basic rates: f 
United States rates --- 3 pa ecad deeaue 244, 602 | 306, 633 304, 896 4 
Local rates__..--- . Tae 50, 101 | 55, 973 97, 789 i 
Other payments for personal services: Local rates 17, 011 17, 027 17, 027 ; 
srecereeeneres re cnet cementite aS 4 
Total personal services: 4 
I MINDS ooecksh oie cdnsncsnstienoscnnpn 7, 135, 601 7, 829, 564 7, 789, 565 a 
ES SEE sailed 225, 272 | 198, 346 190, 358 i 
Local rates_......------ aisecnisee cabeae tesa cdeas | 1,682,634 | = 1, 683, 890 1, 955, 077 ; 
_ i, a eee cla a nieheecdagabe bide sauesoe 443, 578 | 542, 800 530, 500 3 
03 Transportation of things.......................-- pone buicnie 265, 948 | 285, 300 277, 100 i 
04 Communication services_-.......------- SevneahanalanaaiaraNcad 71, 464 74, 700 95, 000 ‘i 
05 Rents and utility services__...---- Se ed 75, 615 | 79, 800 87, 500 
06 Printing and reproduction---_-............................- 29, 528 | 41, 100 45, 700 : 
ee NII iso ceinv enn wadcnnscenenkcinnsnen 2, 234, 653 | 2, 616, 000 2, 946, 700 
ee IE ss ooo oe cecnaanesees ' 1, 118, 740 | 1, 030, 400 1, 044, 000 i 
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Budget authorizations, expenditures, and balances—Continued 


1955 actual | 1956 estimate | 1957 estimate 


EXPENDITURES AND BALANCES—continued 


CO RE oiccccccecocks edi ii ihihamwnne epbntaesen $19, 483 $11, 000 $16, 500 
11 Grants, subsidies, and contributions "fhe EOE EE 532, 539 498, 400 516, 900 
13 Refunds, awards, and indemnities - - Deeekee ean obaces 10, 573 11, 500 11, 500 
14 Interest Dde 6: eeathinun b SSS Se 123, 541 123, 500 123, 500 
15 Taxes and assessments.............-.-----. iteciselduinda 25, 300 32, 400 30, 100 

ED hated cknGnSebsbansendiinettbesancs 13, 994, 469 15, 058, 700 15, 660, 000 





SUMMARY JUSTIFICATION DATA 


Mr. Preston. That was an interesting statement, General Seybold. 

Does anyone want to ask any questions on the general statement 
at this time? If not, we will proceed with the breakdown. 

We will take up the Canal Zone Government operating expenses 
found on page 155 of the committee print and page 61 of the 
justifications. 

We will insert in the record at this point pages 61 through 64 of 
the justifications. 

(The pages referred to are as follows:) 


TABLE 1.—Comparative listing of operating activities (showing accrued costs of each 
and grand total obligations) 


COSTS BY ACTIVITIES 


a Estimate Estimate 
Actual 1955 1956 1957 
1. Civil functions: 
(a) Customs and immigration saeen $410, 807 $441, 700 $440. 200 
(b) Postal service 1, 073, 214 1, 141, 600 1, 133, 400 
(c) Police protection 1, 524, 740 1, 594, 200 1, 568, 400 
(d) Fire protection 553, 130 586, 000 923, 500 
(e) Judicial system 66, 126 68, 700 68, 600 
(f) Education 2, 772, 090 3, 069, 300 3, 101, 200 
(9) Publie areas and facilities 1, 158, 724 1, 232, 900 1, 226, 000 
(h) Library 75, 214 88, 500 105, 200 
(i) Internal security 102, 943 107, 500 106, 900 
(j) Other civil affairs 97, 332 106, 400 106, 400 
2. Heaith and sanitation: 
(a) Hospitals and clinies 5, 133, 912 5, 357, 100 5, 413, 500 
(6) Other public health services 702, 917 632, 800 607, 500 
3. General government expenses: 
(a) Office of the Governor 26, 432 50, 700 50, 700 
(6) Other general government expenses 1, 029, 614 1, 505, 200 1, 725, 000 
(c) Adjustments to prior year costs —70, 085 
Total operating costs : ; 14, 657, 130 15, 982, 600 16, 576, 500 
Relation of costs to obligations: 
Increase or decrease (—) in selected resources available for 
future application to operating costs. (Refer to schedule 
immediately following this listing.) 193, 211 —46, 900 
Depreciation included in operating costs (nonfund item) —855, 872 —877, 000 916, 500 
Total obligations __- . es a ae oe oa a cae 13, 994, 469 15, 058, 700 15, 660, 000 
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TAALE 1.—Comparative listing of operating activities (showing accrued costs of each 
and grand total obligations)—Continued 


SCHEDULE, RELATION OF COSTS TO OBLIGATIONS, SELECTED RESOURCES 


| 
} 


Actual 1954 | Actual 1955 | Estimate |’ Wetimate 
; F z " | 1956 1957 
Balance, June 30: 
Inventories (stores) ___ -_--- $115, 804 | $111, 868 | $111, 868 $111, 868 
Undelivered orders__- 103, 210 73, 958 | 73, 958 73, 958 
Adjustment in prior years —55, 911 | | e 
Accrued annual leave _-_- —1, 605, 383 —1, 481,795 | —1,481,795 | —1, 481,795 
Fiscal year 1955 portion of pay increases EPS aa 37, 500 
Fiscal year 1955 kennel] maintenance 9, 400 
Total selected resources _._.. ars —1, 442, 280 —1, 249, 1,069 | —1, 295, 969 —1, 295, 969 
Increase or decrease (—) in selected resources 
available for future application to operating 
Ce cationic iabene ‘ 193, 211 | — 46, 900 se 


TABLE 2.—Operating expenses, Canal Zone Government; tabulation showing 1956 
appropriation, variations in 1957, and appropriation request for fiscal year 1957 


1956 pearert ation for operating expenses, Canal 


Zone Government - -_ - _.. $14, 500, 000 
Proposed supplemental due to pay increases - - - - 558, 700 
ty 1 _— $ 5 5s 
Estimated variations for 1957 (to establish 1957 $15, 058, 700 
appropriation requirements): em 
1. Consolidation of fire-fighting facilities 329, 300 


2. Increased maintenance requirements: 
School division, extraordinary repairs to stadia flood- 
lighting systems at oe a 30, 000 
Roads, streets, and sewers: 
Repairs to Madden Road _ - $27, 500 
Nonrecurring repairs and correc- 
rections to roads and sewers 





(1956) 54, 400 
- — — 26, 900 
Postal service, extraordinary maintenance, Balboa 
post office (1956) ee Lead — 4, 500 
Gorgas Hospital: 
Painting, repairing, and rehabili- 
tating various buildings and 
wards _ $37, 100 
Increased costs of routine pre- 
ventive maintenance _ _ _- 11, 600 
Nonrecurring maintenance (1956) - 20, 200 
Coco Solo Hospital: Goreng hd sh rat 28, 500 
Extraordinary repairs to various 
buildings and wards - 41, 600 
Increased costs of routine pre- 
ventive maintenance___._..__-- 5, 200 
Corozal Hospital: ee RO age a ee 46, 800 
Extraordinary repairs to various 
buildings 16, 800 
Nonrecurring maintenance ( 1956) - —15, 000 
Palo Seco Leprosarium: oe ee 1, 800 
Construction of a covered passage- 
way between buildings ew 600 
Installation of warning signs and 
guardrail with leprosarium 
grounds ae 600 
Nonrecurring maintenance (1956) — 3, 000 
wn —1, 800 
MAIS oiience wissen mise eae wk Se ee accel 73, 900 


BR ra > 





4 ra READ 5 aarti Aaa Wd 


Le. 


687 


TABLE 2.—Operating expenses, Canal Zone Government; tabulation showing 1956 
appropriation, variations in 1957, and appropriation request for fiscal year 1957 
Continued 


Estimated variation for 1957—Continued 
3. Increased general Government expenses: 
Reestimate of assessment of Panama Canal Company's 
general corporate charges to Canal Zone Govern- 


ment $250, 000 
Increased office furniture pool requirements 2, 000 
Reduction in other general Government expenses 30, 200 

Total . 221, 800 


4. Increased operating requirements (other than maintenance): 


Library, miscellaneous items 4 16, SOO 
Hospital, miscellaneous items 8, 900 

Other public health services, miscellaneous items 3, 700 
Education, miscellaneous items 1, 900 

Total 31, 300 

5. Closing of Panama and Colon health offices July 31, 1955 14, 000 
6, Other reductions in operating requirements — 41, 000 
Appropriation requested for fiscal year 1957 15, 660, 000 


Mr. Preston. This is a request in the amount of $15,660,000, or 
an increase of $712,000 over the 1956 base. 

Now, General Seybold, we would like to have you discuss these 
increases that are shown on page 61. 


REQUESTED INCREASE FOR OPERATION OF FIRE PROTECTION SYSTEM 


General S—EyYBoLp. Well, of course, the main increase is under item 
1 (d), fire protection, where the 1957 estimate is $923,500. This 
is to allow the Canal Zone Government to undertake and operate the 
structural fire protection for the entire zone, and is in keeping with 
the recommendations that have been before this committee heretofore. 


ANTICIPATED SAVINGS 


There has been quite a bit of work done on this matter in order to 
develop plans satisfactory to the agencies that operate in the zone. 
There is a material saving to the Government, of course, as a whole. 
The plan involves a reduction of personnel from 360 to about 202; a 
reduction of 7 fire stations; a reduction of 15 manned engines, and in 
dollars it is estimated to save the United States Government about 
$690,000. 

That is one of the largest increases we have in the budget. 

Mr. Preston. Where are the savings reflected? 

General Srysoip. The savings are reflected in the number of per- 
sonnel, the number of fire stations operated, and the manned engines. 

Mr. Preston. Let me see if | understand you. Are you not asking 
for an increase here in the fiscal year 1957? 

General SryBoup. You see, we take over all of the Armed Forces’ 
fire engines, fire equipment, and in turn we are reimbursed by the 
Armed Forces. The cost of the operation will be assessed about 
65 percent to the Armed Forces and 35 percent to the Canal Zone 
Government. They reimburse us for that percentage. But we have 
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to have an appropriation which will allow us to operate the entire 
fire fighting. 

Mr. Preston. What happens to the reimbursement; does it go into 
the Treasury? 

General SryBo.p. That is right. 

Mr. Preston. Your treasury or the Treasury of the United States? 

General SryBotp. The United States Treasury. We reimburse the 
United States Treasury with the net. 

Mr. Preston. Is the Department of Defense being reduced accord- 
ingly in their appropriation request? 

General SeyBotp. I could not say, s 


PROTESTS REGARDING USE OF LOCAL PERSONNEL 


Mr. Preston. I want to see if I can get some concrete figures. 
There have been a lot of protests over this item as you, perhaps, 
realize. 

General Szysotp. The protests have been directed at the use of 
locally hired personnel, but not at the combining of the operation. 

Mr. Preston. Well, that may be right, but that follows as a result 
of the combining of the operation; does it not? 

General SeyBotp. W ell, it would happen probably in any event. 

Mr. Preston. Even though you continued as you have been 
operating in the past, it would probably happen? 

General Seyspoutp. The Navy now uses local rate personnel in their 
own fire-fighting stations. 

Mr. Preston. Well, what is the result to be? Will these people 
who have been holding these positions be discharged and sent home? 

General SreyBotp. No, sir. 

Mr. Preston. That is the complaint which is made to us. 

General SeyBoip. That is right, sir, and we have invoked what 
we term, Mr. Chairman, the “grandfather clause,” and we have 
notified them that anyone who wishes to maintain his job at the 
present rate, including any payment that he may get for longevity, 
will remain in that position. In addition to that, the new program 
adds a number of officer positions to the fire-fighting group, which 
officer positions will be taken normally from our present nonofficer 
United States citizen file. So, there is quite an increase in the officer 
positions which will be maintained at a United States rate. We feel 
that the officer positions can and must be recruited from the United 
States. However, even those who do not qualify as officers can 
remain in their present positions and maintain their present rate of 
pay and also maintain their increased longevity status in time to come. 

Mr. Preston. Has this promise which you have made to these 
people been made since they started protesting to Congress about 
this move? 

General SryBoup. I do not know the dates exactly. 

Mr. Wuirman. I think the original protests on which the letters to 
Congress were ‘based started about March 1 and the situation was 
explained in full to the people there in a letter from the Governor to 
the President of the local fire fighters, dated March 8. The Gov- 
ernor’s letter explained the situation but never caught up with the 
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original rumor as far as the press is concerned, and we are still receiving 
letters which have been referred to us based upon the original mis- 
information rather than upon the information contained in the March 
8 letter. 

Mr. Tuomas. When those people were given a job, were they given 
a guaranty that they would have a job for life? 

General SryBotp. No, sir. 

Mr. Tuomas. What is the differential now between the pay for the 
same job to the local people and American citizens? 

General Seysouip. The difference in the pay base, Mr. Congress- 
man, is about $4,500. That, of course, does not include the differences 
of fringe benefits offered United States employees working outside 
the States. 

Mr. Tuomas. What does it add up to? Is that figure 30 or 35 
percent? 

General SrysBoup. More than that, sir. 

Mr. Tuomas. If you are going to keep them on the present job, 
how are you going to save $600,000? 

General SrkyBoLp. We feel that there would be less than 20 indi- 
viduals in the area who probably could not make the officer grade or 
who would not want to, and so on. The rest would be taken care of 
by appointment as officers and these people would, of course, be con- 
tinued on the United States. rate. 

The big advantage to the Government is, of course, the reduction 
in the number of enlisted fire-fighters who man the Armed Forces 
units. The Commander in Chief of the Caribbean Command tells me 
that in order to have 1 enlisted fireman he probably has to have 3 
people in the pipeline backing him up due to the change in the number 
of personnel. 


CORRESPONDENCE WITH FIRE FIGHTERS LABOR UNION 


Mr. Preston. Of course we want this record to be as full as possible 
on this subject in view of the protest made on the part of the labor 
unions and the wives of the firemen. I do not think the firemen 
themselves have been very active in this. It seems to me to be their 
wives, principally, and some of the labor people. 

Did I understand you correctly to say that you sent a letter to the 
union? 

General Sryspoup. Yes, sir. 

Mr. Preston. Affirming that they would be retained? 

General SrYBoLp. Yes, sir. 

Mr. Preston. Do you have a copy of that with you which we could 
put into the record? 

General Srysoup. I can furnish a copy. 

Mr. Preston. Will you please do that? Please insert it into the 
record at this point. 

General Sryso.tp. There are two letters on that subject, and I 
think both of them should be put into the record. 

(The letters referred to may be found in the appendix, p. 1009.) 
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REQUESTED INCREASE IN OTHER GENERAL GOVERNMENT EXPENSES 


Mr. Preston. You also have an increase under the category of 
“Other general Government expenses.” 


REESTIMATE OF ASSESSMENT OF PANAMA CANAL COMPANY'S GENERAL 
CORPORATE CHARGES TO CANAL ZONE GOVERNMENT 


General SryBoup. Yes, sir; the large item there, sir, is the amount 
of $250,000 which is a reestimate of the assessment of the Panama 
Canal Company’s general corporate charges to the Canal Zone Govern- 
ment. I think possibly our Comptroller can talk to this item a little 
bit better than I. 

Before he goes on, let me say this: 

By increasing this charge to the Government in this manner it 
allows us to distribute these charges to the Armed Forces and other 
users of the Canal Zone Government facilities, and in that way we 
get back a little bit larger proportion of this $250,000 than if it were 
kept out and kept in the Company in which case we would pick up 
the entire tab. 

Mr. Tuomas. All of which makes sense. 

Mr. Preston. You may proceed with your explanation of this 
item, Mr. Steers. 

Mr. Steers. The amount of general administrative expenses subject 
to assessment approximates seven-odd-million dollars. By giving 
consideration to the investment in assets as well as the operating 
expenses of the two entiteis, based upon related ratios, approximately 
14 percent was assessed the Canal Zone Government. This assess- 
ment represents generally a fair value for services rendered by the 
Company to the Canal Zone Government. It approximated $1.041 
million but was set at $1 million for the year. 

Mr. Preston. What amount is the armed services going to pay 
over and above what they have been paying? That is the test of the 
whole problem. 

General Srysoup. The proportion of the $250,000 which would 
finally be charged back to services to the Armed Forces would be about 
two-thirds; would it not? 

Mr. Steers. Of the increase? 

I cannot answer that specifically but their share of general Govern- 
ment expenses included in the fire consolidation program is approxi- 
mately $139,000. 

Mr. Preston. The Company pays all the expense anyway, and if 
you are not going to get something out of the Armed Forces, why the 
bookkeeping transfer? 

Mr. Steers. A part of this general expense is a cost of the fire 
program. 

Mr. Preston. What is the total? 

Mr. Tuomas. The general seems to be the only one who understands 
it. 

General SryBouip. The recoveries to the Canal Zone Government, 
Mr. Congressman, that we get, amount to $6,608,000 out of a total 
operating cost of $16,576,000. The net cost to us is $9,968,400, and 
that same proportion of revenue would just about charge off to this 
additional $250,000 we are trying to get. I think that is true that 
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about two-thirds of it would be recovered from users of Canal Zone 
Government services. 

Mr. Tuomas. About 60 percent? 

General Seysoup. I would say that; ves, sir. It is really more of a 
bookkeeping method of handling this matter, but in this way we do 
get a little bit larger percentage out of the Armed Forces. 

Mr. Preston. How do you ge about determining the assessment to 
the Panama Company for the Canal Zone Government? 

General Seyspo_p. We determine the recovery from other sources 
of the government and we, in turn, then pick up the company as the 
largest taxpayer or the only taxpayer. So, we pick up the net. 

Now, the way in which we determine the charges to or services to 
the Armed Forces which constitute the other largest Government 
agency, is to charge up the total cost of the operation of that function, 
plus the suitable overhead charges, and then based upon a _ user 
basis—the number of people or some user basis as that—the unit 
costs are established and then the total recovery is obtained from the 
other agency. 

Mr. Tuomas. There is just one thing wrong with your bookkeeping, 
General. 

General SEYBOLD. Yes, sir. 

Mr. Tuomas. The increases which you are getting in your revenue 
here all come out of the pocket of Uncle Sam; whereas, if you were to 
increase the rates—the toll rates—it would be coming out of the pock- 
ets of someone else, and you would not have to do all this mental 
gymnastics of balancing these figures and taking it out of this pocket 
and putting it in the other. However, it is all coming from the same 
source ultimately. 





TOLL RATES 


General Seysouip. We try very hard, Mr. Congressman, to deter- 
mine it, as I say, on the user basis, as to whether or not the charges 
should Zo to the Company or to some other governmental agency. 
We, of course, have received a great deal of criticism from various 
groups to the ‘effect that we have not obtained quite enough return 
from the other governmental agencies. They feel that the tolls are 
a little bit high, when you realize that there is quite a suit pending 
before the Federal court in the amount of $27 million to determine 
whether or not the tolls have been too high. 

Mr. Preston. Who is bringing the suit? 

General Srysoup. The shipping agencies, sir. 

Mr. Mituer. Will you please tell us, General, what the rates are 
now, as compared to what they were 4 or 5 years ago? 

General SryBoutp. They are the same, sir. They have not been 
changed since 1938, and then they were changed only in the method 
of measure. 

Mr. Miuuer. They and postage stamps are about the only things 
that have not gone up since then; are they not? 

General SryBoup. Yes, sir. 


COMPARISON OF VOLUME OF AMERICAN AND FOREIGN SHIPPING 
Mr. Tuomas. Two-thirds of the volume of shipping going through 


there is carried under foreign flags and one-third is American-flag; is 
it not? 
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General Sryspoup. Yes, sir. 





Mr. Tuomas. What part of that one-third is United States-owned 


vessels? 


General Sryspouip. I would think that all of our flags are United 


States owned. 


Mr. Tuomas. I mean Government-owned. 
General SrysBotp. The Government-owned vessels have dropped 


away down to practically zero now. 


Mr. Tuomas. I saw a figure of about 700; did I not? 

General Sryspoup. Of course, we have received credit for that. 

Mr. Tuomas. Do you mean the Government of the United States 
pays the same fee for the use of the canal that anyone else pays? 


General Seysoutp. That is right, sir. 


TOLLS STATISTICS FOR PERIOD 1946 TO 1957 


It is a very small percentage. 


Mr. Preston. I think we ought to put into the record at this point 
the chart which appears on page 6 of the justifications on this subject. 


[t is a very interesting chart. 


General SeysBoutp. That indicates the reduction in the tolls credit 


in the United States Government vessels. 
(The chart referred to follows: ) 


Tolls statistics 


Total (U.S. Gov- 


| Tolls, com- 


-Fiscal years actual 1946-55, estimated 1956 and 1957 


Tolls, U. 8. | 


revenue | ernment janie mercial Government | 
transits vessels eee vessels vessels ! 

| 
Fiscal year: 
1946 4,032 5, 554 9, 586 $14, 791, 807 $15, 262, O87 | 
1947 ‘ ee 5, 107 1, 265 6, 372 17, 642, 146 2, 264, 513 | 
1948 . . el ik 5, 920 1,079 6, 999 20, 004, 310 1, 789, 577 | 
1949 bi . 6, 068 1, 293 7, 361 | 20, 635, 016 2, 461, 617 | 

1950 : i ae 6, 633 1, 061 7, 694 | 24, 511, 713 2, 026, 450 
1951 ; ine ia 6, 706 1, 008 7, 714 | 23, 958, 879 | 2, 793, 811 | 
1952 fe a 7, 925 1, 203 9,128 | 26,995,772 3, 413, 727 | 
1953 i eae 8, 704 1, 466 10, 170 31, 973, 209 5, 557, 682 | 
1954 a canna 9, 006 1, 139 10, 145 33, 302, 149 3, 888, 957 | 
a DT 9, 146 614 9,760 | 33, 918, 993 1, 217, 536 | 
1956 (estimate) ____- : 9, 260 720 9, 980 34, 883, 000 770, 000 | 
1957 (estimate) __.._- naa 9, 430 720 10, 150 35, 575, 000 770, 000 | 

1955—July 837 56 893 3, 254, 259 144, 626 
Ra cdhies Gea nineties 761 33 794 2, 985, 970 75, 943 | 
September : 752 48 800 3, 057, 607 149, 310 | 

October 787 51 838 3, 070, 585 101, 433 

November......-.... 690 62 752 2, 709, 897 106, 695 

December 705 37 742 2, 947, 237 26, 997 

Total_.- 4, 532 287 4,819 18, 025, 555 605, 004 


1 Prior to fiscal year 1952 no credit was received from these transits. 


NOTE 
foregoing statistics. 


COUNTRIES EXEMPTED FROM 


PAYMENT 


OF TOLLS 


Total tolls 


$30, 053, 894 
19, 906, 659 
21, 793, 887 
23, 096, 633 
26, 538, 163 
26, 752, 690 
30, 409, 499 
37, 530, 891 
37, 191, 106 
35, 136, 529 
35, 653, 000 
36, 345, 000 

3, 398, 885 
3, 061, 913 
3, 206, 917 
3, 172,018 
2, 816, 592 
2, 974, 234 


18, 630, 559 


—Transits of and tolls from small vessels under 300 percent net ton measurement are included in 


Mr. Mituer. The vessels of the Republic of Panama do not pay 


anything; do they? 
General SryBoup. No, sir; they do not. 


Mr. Mitter. They get it free, but our vessels do not. 


quite understood that situation. 


I never 


General SryBotp. That is a matter of treaty, sir, and likewise the 


same thing is true of Colombia. 
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Mr. Tuomas. Which legislative committee has jurisdiction over this 
subject matter? Isit the Merchant Marine and Fisheries Committee, 
or is it the Interstate and Foreign Commerce Committee of the House? 

Mr. Preston. It is the Merchant Marine and Fisheries Committee. 

Mr. Tuomas. These rates have not been increased since 1936? 

General SeyBoLp. No, sir. 

Mr. Tuomas. It looks as if the shipping interests are fighting a de- 
fensive war, or a preventive war; are they not? 

They are suing for $27 million, and they do not want to get stuck 
for about $50 million more which no doubt they ought to be paying. 


COMPARATIVE LISTING OF WORKLOAD DATA 


Mr. Preston. I think we might put into the record also the chart 
found on page 11 of the justifications in order to get as much informa- 
tion as possible into the record on this operation. 

(The chart referred to follows: ) 

There follows a comparative listing of workload data of this subprogram. The 
increase under aids to navigation reflects the transfer to the Panama Canal 
Company in 1956 of 6 aids formerly under the jurisdiction of the United States 
Coast Guard. 


Estimat 
Actual, 1955 
1956 1957 

Canal transits (commercial and U. 8. Government vessels): 

Over 300 P. C. net tons 8, 293 &, 480 &. 65 

Under 300 P. C. net tons ’ 1, 467 1, 500 1, 5k 
Pilotage: 

Transit jobs. __- 9, 096 9, 200 9, 350 

Harbor 6, 613 6, 650 6, 700 
Ships berthed 4, 098 4,150 4, 200 
Operating hours: 

Harbor tugs (5 units) - -- 10, 426 10, 600 10, 800 

Harbor launches (25 units) 51, 925 52, 000 52, 200 
Aids to navigation: 

Automatic electric units. - ‘ 369 373 373 

Automatic gas units i 118 120 120 

Unlighted aids ; 381 381 381 

Total aids_-_. 868 S74 874 
Nautical miles marked by aids . 417 748 748 
Number of services to aids 3, 926 4, 000 4, 000 


Note.—The increases in net operating expenses over the previous year as estimated for 1956 and 1957 
result from anticipated increases in workload. The estimated revenue from tug and launch services in 
1956 and 1957 is lower than for 1955. This eliminates abnormal revenue received in 1955 from offshore 
salvage and towing services which is very sporadic. 


TAXATION UNDER OPERATIONS OF THE CANAL ZONE GOVERNMENT 


Mr. Presron. As a matter of information, General, what form of 
taxes are levied in the Canal Zone under the operations of the Canal 
Zone Government? 

General Seysoup. There is a license tax for automobiles, drivers’ 
license, and insurance premium taxes and things of that sort; but 
there is no taxation as the chairman has in mind. The philosophy, 
may I say, Mr. Chairman, is this: 

The individual down there is down there as an employee and his 
relationship to the Company Government is that of an employee to an 
organization. The entire zone actually is a Government reservation, 
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and the matter of taxation as such, we feel, is not proper. It has 
never been involved. Everyone who has been down there, for any 
length of time, feels that that relationship is preferable to the relation- 
ship of a citizen in some municipality because there is no privately 
owned land; there are no privately owned industries in the Canal Zone, 
and there cannot be, because, again, of the treaty agreements with the 
Republic of Panama. 

Mr. Preston. These people, of course, have a rather unique status 
down there. They want to do certain things and enjoy certain rights 
and benefits which accrue usually to citizens, and yet they want to be 
treated in a different category. That may sound very confusing, but 
that is the way the situation appears to me. 

General Srysouip. No; I think I know what the chairman has in 
mind. 

ORIGINATION OF CENTRAL LABOR UNION 


Mr. Preston. Where does this large union originate, in the Canal 
Zone? I now have reference to the Central Labor Union. 

General SrysBoup. That is a local grouping of all the locals in the 
Canal Zone, and in answer to your question I think it can be said to 
originate there, although it is a part of the central A. F. of L. group 
which has national headquarters here. 

Likewise, the CIO which has organized basically the noncitizens 
group reports back to the national headquarters in Washington. 

Mr. Preston. Are there any questions on this matter of the Canal 
Zone Government at this point? 


Mr. Tuomas. I have no questions, Mr. Chairman. 
Mr. Preston. Mr. Flood? 


RECOMMENDATION OF LEGISLATIVE COMMITTEE CONCERNING OPERATION 
OF RAILROAD 


Mr. Fioop. I have no questions particularly, but I have just read 
your statement, General, in connection with the railroad which has 
become quite a celebrated matter, or was at one time. 

We were concerned last vear that the Board of Directors of the 
railroad recognize that the Panama Canal Company was a statutory 
creature of the Congress. Some of us have the impression that there 
was some doubt in the minds of the Company. We wanted to see the 
matter of this railroad referred to the legislative committee. That 
was subsequently done, and the committee, as I understand it, acted 
and a subcommittee went down there and held hearings and filed a 
report. Asaresult of that report, as set forth in your first paragraph 
with reference to the railroad, you say ‘the legislative committee 
recommends that until this report is made by qualified railroad 
experts, the operations be continued at the present levels of service 
and equipment. 

Then you indicate the budget problem and in the first sentence of 
your last paragraph you say that the Panama Canal Company is, 
of course, entirely willing to operate the railroad for any reasons and 
in any manner directed by the Congress. 

Now, this may be my fault, but am I torturing that sen tence when 
I think that you are being very gracious to us? Is that my sensitive 
reaction to the language or are you actually going to abide by the 
suggestions of the legislative committee? 
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General Srysoup. I do not think, Mr. Congressman, that we had 
any thought of graciousness in regard to that. I am sure that that is 
not the usual reaction of an operating agency of the Government of the 
United States. We felt exactly as 1 tried to put it in my poor words 
there to the effect that if we are directed by the Congress, we would do 
this. 

The only thing is that we feel sure that it is not an economic way of 
handling our equipment. 

Mr. Fioop. Well, of course, that is a matter of opinion. I am 
advised that there are opinions to the contrary and hence the detail 
and hence the legislative committee. This is not a legislative com- 
mittee, but the Congress in its wisdom acts through that committee. 
They are to have, I understand, qualified railroad experts to do some- 
thing about this matter and report on it. The thing that I want to be 
assured of is that until that is done, despite the budget provisions now 
before this committee and despite the provisions to phase out the 
railroad in 1957, that of course insofar as the Panama Canal Company 
is concerned that, naturally, will not be done. There will be no 
phasing out. 

General Szeynotp. The matter of closing the railroad, of course, 
was held by this committee about a year ago in our hearings and the 
Company has made no move to phase out the railroad in this par- 
ticular year, nor without clearance of Congress. However, we do 
feel that it is our duty to present to this committee and to the Con- 
eress our studies showing the economic value of trucking against the 
railroad operation. 

Mr. FLoop. Now, of course, that was done, so I am advised, at 
least, to some degree both here and in Washingron, and I believe later 
on the legislative committee had a subcommittee sit in the zone and 
all of this. pro and con about the railroad or trucking was gone into, so 
they tell me, quite extensively. That is not our proble m at this 
point, but since they have acted as I read this language, and just out 
of an abundance of caution, if for no other reason, I would like you 
to assure this poor arm of the House that the status quo of the railroad 
would be maintained pendente lite, if you know what I mean. 

General Srypoutp. No; I do not. 

Mr. Bow. I do not, either. 

Mr. Fioop. Well, you can do with that language what you wish. 
At least, I know what I mean, and | think the General does. 

General SryBoup. I am sorry, sir, but I am not a legal student. 

Mr. FLoop. Do you want to guess what I mean? 

General Sryspoup. I have made the statement here, Mr. Congress- 
man, which I think covers the question, and if you would care to, | 
think the clerk or the recorder would read it back to you. 

Mr. Fioop. No; that is not necessary. 

Mr. Preston. Mr. Flood, if I could ask vou to vield at this point, 
the answer to your question should be obtained in answer to this 
question: 

Do you plan to adhere to the recommendation of the legislative 
committee to continue the operation of the railroad? 

General SryBoutp. They have recommended it, sir. 

Mr. Preston. I know that. 

General SzeyBoLp. We do not intend to cease operation of the rail- 
road until it is cleared by Congress. 
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Mr. Fioop. That is responsive, I suppose. This is not a murder 
ease, but it is not the kind of answer I would want. However, I 
think it will satisfy the Chair and, hence, it will satisfy me. 

As a student of military history, I think of the old adage of the 
Napoleonic Guard to this effect: 

“The Old Guard dies, but never surrenders.”’ 

This language indicates extreme reluctance to yield to the legisla- 
tive process but since you are going to, I am sure we will all be very 
happy. 

That is all, Mr. Chairman. 

Mr. Preston. Mr. Rooney? 

Mr. Rooney. I have no questions at the moment. I am sorry I 
could not be here earlier, but I had to get a new cast for my fractured 
wrist. 

RELATION OF TOLL RATES TO OPERATING INCOME 


Mr. Mriuer. General Seybold, is any study being made or any 
review going on with respect to these rates? 

I was a member of the Clark Thompson subcommittee when it 
drafted the reorganization which took place- some years ago. At 
that time we were given to understand that if expenses went up, 
that statutory ceiling rates would be increased to meet the demands 
of the situation. Since prices have gone up everywhere else, why 
have not your rates changed? 

As I understand it, your rates are still the same as they were in 
1937. Is that realistic? 

General Seyspotp. Under the present directives by Congress in our 
mandatory charges against the Canal the record has been that we 
have made a net of about $13.5 million during the last 4 years. This 
is mainly the result, of course, of an increased volume of business and 
other economies which have been instituted by the Company. So, 
we could not increase the toll rates until such time as the Company 
no longer can meet its charges in incerest and depreciation and the 
cost of the Canal Zone Government. In other words, as long as the 
operation is such to produce a net, then of course we do not feel that 
it is desirable to increase the toll rate. 


AMORTIZATION OF ORIGINAL CAPITAL INVESTMENT 


There were at that time, if you remember, certain bits of legislation 
which were suggested and which I think we have presented to the 
Congress which would require a great amount of cost to the Govern- 
ment in recovering and amortizing certain nondepreciable assets. 
Those have not been acted upon. The Company is not required to 
pay those amounts. 

Mr. Mixuer. There is no program to amortize the original capital 
investment? 

General SeyBoLp. Not as such, sir. 

Mr. Mitier. That is, out of rates? 

General Srysoip. Not those that are presently nondepreciable. 
We do have a heavy interest bearing investment, of course, but it is 
not all-inclusive. 
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COMPARISON OF PANAMA AND SUEZ CANAL TOLL RATES 


Mr. Mituer. Your rates are very much lower than those of the 
Suez Canal and a lot of the other toll paying canals; are they not? 

General Sryspouip. The Suez has been reducing its rates but at the 
present time they ave just a little bit above ours. 

Mr. Minter. They are higher than yours. 

General SEYBOLD. Yes, sir. 

Mr. Miuier. Thank you, Mr. Chairman. 


ANTICIPATED ADDITIONAL FUND REQUIREMENTS FOR OPERATION OF 
RAILROAD 


General Sryspotp. Mr. Chairman, would this be the time to make 
another statement with regard to the railroad or would you care to go 
further into that? 

Mr. Preston. What is the statement which you desire to make? 

General SryBoup. There is another problem which enters into this 
which I think the committee should know about. I think it has some 
bearing upon Congressman Flood’s remarks. 

We expect that during this session of the Congress the treaty legisla- 
tion would be passed in which case we will lose our Panama City 
terminal. That will require a capital outlay requirement of some 
$100,000 to replace those facilities in the Canal Zone. Likewise, there 
will be a very immediate requirement to maintain the service of 40 
steel boxcars which is about $450,000. 

I just wanted to mention that. 

Mr. Preston. You do not have that in this year’s request; do you? 

General SryBo.p. No, sir; but it does affect the operation of the 
railroad. 

CapitaL Outtay, CANAL ZONE GOVERNMENT 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 


i. Replacements, additions, and renewals of equipment $155, 772 $150, 800 $192, 300 
2. Transisthmian highway within the Canal Zone 90, 000 90, 000 
3. Additions and replacements to municipal systems 80, 305 58, 200 57, 000 
4. Rehabilitation of air-conditioning system, civil affairs 
building 130, 000 
5. Complete the installation of fire sprinklers, Palo Seco 
Leprosarium 30, 000 20, 000 
6. Activities building, ROTC armory, for the high school 
and junior college, Balboa 40, 000 
7. Replacements, improvements, and additions, Gorgas 
Hospital 203, 500 
8. Improvements and additions to buildings for school 
activities 81, 464 191, 300 42, 200 
9. Replace sewer main, Coco Solo Hospital 10, 000 
10. Replace plumbing and electrical systems, Corozal 
Hospital 33, SOO 
11. Improvements, additions, and replacements of physi- 
cal education and recreation facilities 81, 700 
12, Investigations for future projects 20, 000 20, 000 
13. Minor capital additions and replacements 11, 567 20, 000 20, 000 
14. Retirement and removal costs 1, 462 10, 000 10, 000 
15. Sewage disposal program—Pacific side 50, 000 216, 000 139, 000 
16. Nonrecurring construction (prior year) 915, 937 847, 469 
Total obligations_- 1, 386, 507 1, 673, 769 959, 200 
Financing: 
Unobligated balance brought forward —1, 129, 276 —1, 157, 769 —1, 284, 000 
Unobligated balance carried forward 1, 157, 769 1, 284, 000 324, 800 
Appropriation _ - Sie eee 1, 415, 000 1, 800, 000 
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OPligationa by objects 


Object classification 





Other contractual services... 
Equipment 
Lands and structures. -_- 


Total obligations 


| | 
1955 actual | 1956 estimate 1957 estimate 
} 


ae the $118, 356 $79, 200 $63, 500 
161, 555 | 160, 800 202, 300 

isis Shes dE | _ 1,106,596 | 1, 433, 769 | 693, 400 

Bou | 1,386,507 | 1,673, 769 | 959, 200 





nai authorizations, expenditures and balances 


RUDGET AUTHORIZATIONS AVAILABLE 


»propriation 


Balance brought forw ard: 


Unobligated _- 
Obligated 3 


Total budget authorizations available_.- 


EYPENDITTRES AND RALANCES 


Expenditures— 


Out of current authorizations 
Out of prior authorizations 


Total expenditures___- 


Balance carried forward: 


pe 


It 


mo 


9. 
10. 
11. 


fet fet feed et 


wr em Co nD 


. Replacements, 


. Replacements, 


. Nonrecurring construction (prior year) -_......--.--- 


Unobligated__.___-. 
Obligated 
Total expenditures and balances 


COMPARATIVE LISTING OF 


| | 


| 1956 estimate | | 1957 estimate 


1955 actual 


$1, 415, 000 | 








$1, 800, 000 |_..-___- 
1, 129, 276 1,157,769 | $1, 284, 000 
972, 864 864, 837 | 539, 000 
3, 517, 136 3, 322, 606 

\ ‘ if 810, 606 | _- 

y Ve /L_1, 189, 000 |"""""1, 298, 200 
1,494,530 | 1,999,606 | _1, 298, 200 
1,157,769 | 1, 284, 000 | 324, 800 

864, 837 539, 000 200, 000 





3, 517 ; 136 | 3, 822, 606 1, 823, 000 


CAPITAL PROJECTS 


Mr. Preston. We will now proceed to consideration of your capital 
outlay request, which is to be found on page 160 of the committee 
print and on page 75 of the justifications. 

We will insert page 76 of the justifications into the record at this 


int. 
(The page referred to follows 


) 


TABLE B.—C ne eee th of eapaiat prajecte 


additions, and renewals of equipment 
Trans-Isthmian Highway within the Canal Zone 
Additions and replacements to municipal systems 
Rehabilitation of air-conditioning system, Civil Affairs 
Bldg 
Complete the installation of fire 
Leprosarium - f 
Activities building, ROTC 
and junior college, Balboa 
improvements, 


sprinklers, Palo Seco 


Armory, for the high school 


and additions, Gorgas 
Hospital. 

Improveme nts and additions to 
activities 

Replace sewer main, Coco Solo Hospital. 

Replace plumbing and electrical systems, Corozal Hos spital 

Improvements, additions, and replacements of physical 


education and recreation facilities_ -- 


neiatinge for school 


. Investigations for future projects - 
. Minor capital additions and replacements 


Retirement and removal costs 
Sewage disposal program—Pacific side 


Total obligations 


Increase (+) 


Estimate, or decrease 


Estimate, 


1956 1957 (~) 
$150, 800 | $192, 300 | +$41, 500 
90, 000 —90, 000 
58, 200 | 57, 000 —1, 200 
130, 000 | +130, 000 
30, 000 | 20, 000 | —10, 000 
} 
40, 000 cote —40, 000 
} 

203, 500 | +203, 500 
191, 300 | 42, 200 | —149, 100 
10, 000 | +10, 000 
33, 500 | +33, 500 
ss 81, 700 | +81, 700 
20, 000 20, 000 iS cei tend 
20, 000 ern 

10, 000 DID ccusnncmce 
216, 000 | 139, 000 | —77, 000 
847, 469 —847, 469 
1, 673, 769 | 959, 200 | —714, 569 
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EXPLANATION OF APPROPRIATION CARRYOVER FROM PRIOR YEARS 


Mr. Preston. It is noted that this is language asking that the 1956 
balance be made available in 1957. 

General, it seems that we have been pretty generous in this con- 
nection in the past, because you have had a considerable carryover. 
You had a total available for obligation in 1956 of $2,957,769 and you 
will be carrying forward into 1957 an amount of $1,284,000, of which 
you seek to spend $959,200. 

The committee would like to know how you are able to have this 
large carryover from prior years. 

General SeyBoup. Well, part of it, and the majority of the sums, 
come out of our original program to replace the main highway, which 
is the Gaillard Highway, where it goes into Panama, up through the 
backbone, and over to Miraflores. We are now faced with the. prob- 
lem of locating a high-level bridge, and its approaches, as a part, 
again, of the treaty, and until the exact location of that bridge is 
made and its approach i is planned, we have for the time being withheld 
the construction of a four-lane highway which we had “originally 
planned. It might be premature to do that although the traftie load 
on this main artery, and the only one we have there, is increasing 
greatly day by day. 

That is where this money would go. 


AMOUNT OF FUNDS APPROPRIATED FOR CONSTRUCTION OF GAILLARD 
HIGHWAY 


Mr. Preston. The bulk of it is money heretofore appropriated 
for the construction of a four-lane highway? 

General SryBoup. That is right. 

Mr. Preston. How much of this amount is involved? 

General SeyBoLb. $900,000, I believe. 

Mr. Preston. Does anyone have that figure? If not, please 
insert it into the record at this point. 

General SryBoxp. All right, sir. 

(The information requested follows:) 


Gaillard Highway 
Appropriation: 


1954____ i Ee eee ae. ae ee vale) oo _. $300, 000 
1955 _. : ead pUS, Vil ise we : 320, 000 
iss 38 Sec 3a. ty bet eters i y 199, 300 


ON os 


Mr. Preston. You have a atedeete of items set out on page 76 of 
the justifications. There seem to be three principal items which 
include the rehabilitation of the air-conditioning system in the Civil 
Affairs Building; the replacement, improvement, and additions to the 
Gorgas Memorial Hospital; and improvements, additions, and replace- 
ment of physical education and recreation facilities. 

I wish you would comment on those three items, General. 


oss dala a Goan Ricca a Get ede eee ee a 819, 300 


AIR CONDITIONING OF CIVIL AFFAIRS BUILDING 


General Srysotp. On the air conditioning of the Civil Affairs 
Building that amount is $130,000. This building was constructed in 
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1942 and it was set up and constructed as an air-conditioned building. 
It is the only one, really, that we have down there. The capacity of 
the present system, including the duct lines, is inadequate, and in 
recent years the system has shown increased indications of needing 
large-scale replacement requirements, and it has been very costly to 
maintain. The building cannot be used without the air-conditioning 
svstem because it was designed and built that way. We feel that 
altering and supplementing ‘the present system with a modern auto- 
matic installation will not meet the requirement. It is one of the 
better buildings which we have in the zone. We feel that this is 
quite desirable and necessary to carry on. 


REPLACEMENTS AND IMPROVEMENTS AT GORGAS MEMORIAL HOSPITAL 


With respect to the matter of replacements and improvements at 
the Gorgas Memorial Hospital, the amount requested for 1957 is 
$203,500. This is part of a long-range program estimated to cost 
$633,000, and extends over a 3-year period. Our problem here is to 
raise the efficiency and improve operations and the service at Gorgas 
through a comprehensive program of modification. 

We recently brought into Gorgas our outpatient services which 
heretofore had been scattered about at various places in the smaller 
communities, and centralized them in the hospital where we could 
utilize the staff of the hospital to assist in this work. 

Mr. Preston. How many beds did you have in the Gorgas Hospital? 

General SrysBo tp. It is a full-sized hospital, and it would have 
about 1,600 beds. 

Mr. Preston. Do you contemplate additional beds at the hospital? 

General SeyBoup. No, sir. 

Mr. Preston. What are the modifications contemplated? 

General StyBouip. The modifications are designed to revamp and 
remodel some of these units. Gorgas is an old hospital and is some- 
thing like these older hospitals where a number of units were built 
and we desire to revamp some of these units for outpatient service. 

As the facility is now constructed, we have to bring emergency cases 
right through the front door and through the waiting rooms and we 
desire to eliminate some of that. 

Mr. Preston. Is this program designed to modernize the hospital? 

General SkyBoip. Yes, sir; I would say that is right. 

Mr. Preston. I note you are building some emergency rooms. 

General SeyBoup. We are just remo: ydeling our present rooms for 
that purpose. We are not building any new rooms. 

Mr. Preston. How many additional square feet of floor space are 
you proposing? 

General Srypotp. None. There will be no additions to the hos- 
pital. It is just a remodeling program so that we can capitalize 
upon our operations and have the outpatient clinics in one area and 
the other hospital patients and so on in another area. There is no 
additional construction to be built. All of this work will be done 
entirely within the present building. 

Mr. Preston. It seems to me that for $600,000 you ought to be 
able to give us some concrete explanation about what you plan to do. 

General Sryspoxp. I could furnish the chairman with a detailed 
program of that, or put it in the record, if you care to, sir. We operate 
about 415 beds, Mr. Chairman, at the moment. 
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They are the ones which are available, and we have about 300 
occupied. As I say, this hospital also includes a large outpatient load. 

Mr. Preston. All of this information seems to be contained on 
pages 82 and 83 of the justifications. 

General SryBoup. Yes, sir; we have detailed this. I did not go 
far enough. 

Mr. Preston. Part of it appears on page 84 of the justifications and 
down to item 8 of that page. 

General SEYBOLD. Yes, sir. 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. We will insert into the record at this point pages 
82, 83, and 84 of the justifications. 
(The pages referred to follow: ) 


REPLACEMENTS, IMPROVEMENTS AND AppITIONS, GorGAS HospiTaL, $203,500 


It is proposed to raise the efficiency and improve operations and services at 
Gorgas Hospital through a comprehensive program of modification and renovation 
of existing facilities. This program contemplates changes and improvements in 
the outpatient and inpatient clinics, operating rooms, emergency rooms, pharmacy, 
admitting and administrative offices, to correct the present dispersion of related 
activities and eliminate certain inconveniences and discomforts to which patients 
are now subjected. An additional parking area and access road will reduce traffic 
bottlenecks and will more efficiently accommodate the increased workload result- 
ing from the recently acquired responsibility to provide hospitalization and med- 
ical care services to the Armed Forces; it will also provide a second means of 
access to the emergency rooms and admitting office should the existing single 
one-way road become blocked. 

The entire project is estimated to cost $633,500 and is to extend over a 3-year 
period. The estimated requirements by years are as follows: 


1957 $203, 500 
1958 225 000 
1959 205, 000 


The work to be accomplished under the first stage in fiscal year 1957 consists of: 
(a) Alteration and renovation of the first floor, right wing, of section A, 
to provide facilities for the relocated and larger eye, ear, nose and 
throat clinic : $127, 000 


(b) Modification and renovation of the first floor of the administration 

building to provide adequate emergency and admitting office 

facilities _ - - 15, 000 
(c) Replacement of electric wiring of surgical operating suite to elimi- 

nate hazards and reduce recurrence of power failures____ _ 7, 500 
(d) Installation of conductive flooring in operating rooms to reduce 

hazards and ettealy with standards of the National Safety 

Council____ 9, 000 
(e) Modification of service area of second floor, section D, to provide 

pediatric clinic 2, 000 
(f) Construction of access road from Gorgas Avenue to the entrances 

of emergency room, admitting office and administration building 13, 000 


Total of first stage, fiscal year 1957 __ 203, 500 


Brief descriptions of the projects are presented below: 
(a) Relocation of EENT clinic.—This item provides for the relocation of the 
clinical facilities from the present inadequate, cramped quarters in the administra- 
tion building to an open ward space in section A. Conversion of the ward space 
for clinical use necessitates the erection of partitions and walls, installation of new 
electrical connections and additions to the plumbing system. The relocated clinic 
will provide an operating room; a sterilizing room; five doctors’ treatment rooms; 
refraction, dark and orthoptic rooms; a soundproof room; nurses workroom; 
storage room; and toilets. Operating, sterilizing, soundproof, dark and refraction 
rooms will be air conditioned. 
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(b) Modification of first floor administration building.—-The space made avail- 
able in the administration building by relocation of EENT clinic to section A is 
to be used to correct existing congested, inefficient and undesirable conditions. 
The work to be performed consists of removal of existing partitions and walls, 
the erection of new partitions, and relocation and installation of electrical con- 
nections. The plan provides for the relocation of the emergency treatment rooms 
to a part of the space vacated by KENT; construction of a new entrance giving 
direct access to the emergency treatment area; transfer of the accounting machines 
from the second floor to a new room to be constructed on the tirst floor; provision 
of a credit office; and use of the forrner admitting office area for a message center. 
The plan eliminates the present undesirable practice of wheeling emergency cases 
through the crowded waiting room; provides the admitting office with badly 
needed work space; and reduces confusion and congestion in the admitting and 
waiting room areas. 

(ec) Rep'ace electric wiring of surgical operating suite.—The existing wiring in 
the surgical operating suite is badly deteriorated and the circuits are overloaded. 
As a result power failures have become more freauent and there is a definite fire 
hazard. This item provides for the replacement of the existing deteriorated 
Wiring with new wire of adequate capacity to meet present and anticipated loads. 

(d) Instaliation of conductive flooring in operating rooms.—This item provides 
for the removal of the existing tile-floor finish and the addition of a new terrazo 
floor gridded and grounded to prevent statie electricitv. The work includes shift- 
ing of equipment and provision of new electrical connections. 

(e) Modification of service area of second floor, section D, to provide a pediatric 
clirac.— This item provides for the conversion of the service area in the rear of 
wards 17 and 18, section D, to a pediatric clinic. The work to be accomplished 
consists primarily in the removal of diet kitchen sinks and facilities, installation 
of washbasins, and rearrangement of plumbing. At present the clinic facilities 
are provided in section B. Greater efficiency will evolve from having the clinic 
located adjacent to the pediatric wards. 

(f) Aecess road.—-The new road is required to reduce traffic bottlenecks and 
privide a second means of access to the emergency rooms and admitting office. 
The road will extend from Gorgas Road across from the obstetrical building to 
the administration building turn and will be some 142 feet long and 24 feet wide. 
Paving will be of 5-inch reinforced concrete and the road is to have a 13 percent 
grade. The project includes construction of a new retaining wall and new side- 
walks and steps. 


IMPROVEMENTS, ADDITIONS, AND REPLACEMENTS OF PHYSICAL 
EDUCATION AND RECREATION FACILITIES 


Mr. Preston. What about this last item, item 11? 

General Srypoup. Well, that is detailed also. The total amount 
of $81,700 includes toilet and dressing facilities at the Galliard play- 
eround which is used by all of the athletic groups. That is our central 
program which is carried on at an athletic field on the Pacific side, and 
this figure includes additions to the Balboa gymnasium in the amount 
of $7,000, and enlarging the athletic field and improvements to the 
drainage system at Paraiso, which is the local rate improvement, as 
well as bathhouse improvements at the Balboa swimming pool and 
also to replace the Balboa stadium. This structure was built in 1917 
and it is deteriorating rapidly. We now plan to demolish the present 
structure, including the wood stands adjacent to the bleachers, and 
purchase portable bleachers in its stead. 

Also in this item we wish to improve the drainage in the Rainbow 
City Elementary School area, as well as a concrete slab for games at 
the Marguarita School and for the community activities there during 
wet weather. 

Mr. Preston. How are you coming along with your sewage disposal 
project which you discussed last year? 

General SrysBotp. The area of Ancon and Balboa now has been tied 
together, and we need only a primary disposal unit to complete that 
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section of the Pacific side sewage problem. The Armed Forces have 
budgeted and I understand have now sums of funds to contribute to 
complete that unit and also to take care of Halbrook and, I think, Fort 
Clayton. 

Other sections will come along at a later time. At the end of 1956 
we will be able to intersect and bring into one point all of the sewage 
in the Balboa area, and pump that out to the channel, but we do need 
the primary treatment plant for that purpose. 


INVESTIGATIONS FOR FUTURE PROJECTS 


Mr. Preston. This item No. 12 on page 76 of the justifications, 
“Investigations for future projects,” how are you going to spend 
$20,000 on that? 

General Srysoip. Well, that is very low, Mr. Chairman. 

Mr. Preston. It may be, but I am interested in how you were 
going to spend it. 

General SeyBoup. That is mainly for determining the soil conditions 
ee we plan any structure at all. It seems like every year in the 

Canal Zone conditions change, and we are now becoming very leary. 
We have found out through our costs that many times what appear 
to be quite fine subfoundations, and so on, later on turned out not to 
be. We feel that the expenditure of small sums of this sort would 
enable us to have preliminary plans. We have had a great deal of 
expense in developing plans which later prove that we have subsoil 
conditions against us. 

Mr. Preston. Are there any questions on this subject of capital 
outlay? 

Mr. Rooney. This is not a question with regard to capital outlay. 
[t may be something that we forgot to ask a while ago. I want to 
get the record straight with regard to it. 

Mr. Preston. Go right ahead. 


VISIT OF FORMER ARGENTINE DICTATOR PERON TO HOTEL WASHINGTON 


Mr. Rooney. All of us remember some months ago the incident 
of the former Argentine dictator Peron staying at the Hotel W ashing- 
ton in Colon. A number of times on the House floor I heard Members 
refer to the fact that some concessionnaire was then running the 
Hotel Washington. 

Is it not a fact, General, that there has not been a concessionnaire 
at the Hotel Washington since at least a year or more ago? 

General Srypoup. That is right, sir. 

Mr. Rooney. At the time Peron was received as a guest, who was 
running the Hotel Washington? 

General SrtyBo.p. I was. 

Mr. Roonry. How do you account for the fact that it took so long 
to get him out of there? 

General SryBoutp. Well, Mr. Congressman, it didn’t take us very 
long to get him out. We just asked him to go, and he went without 
any ado. 

Mr. Rooney. But that took quite a while? 

General SryBo.p. The problem, of course, was somewhat a matter 
of the relationship with the Republic of Panama, and I think and 
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imagine that you understand, and that the members of the committee 
understand, that the hotel which we operated there was actually within 
the Republic and subject to the laws and control of the Republic of 
Panama. 

Mr. Rooney. Well, I did not exactly understand that. I thought 
you were running that hotel, and that Peron stayed there as your 
guest. I stayed there as your guest, one time, and I found it to be a 
very delightful place. However, I cannot understand how you could 
receive as a guest one of the most morally barren men in the world, 
the infamous dictator Peron. 

How long did it take to get him out of there after the hue and cry 
arose? 

General SryBo.p. A very short time, Mr. Congressman. 

Mr. Rooney. Ten weeks? 

General SryBoup. Less than that. 

Mr. Roonry. What? 

General Srysotp. Less than 1 week. 

Mr. Roongy. Less than 1 week? 

General SrYBoLp. Yes, sir. 

Mr. Rooney. Well, I must be the one who is confused now. 

General Srysoup. No; he stayed there quite a while. 

Mr. Rooney. Yes. 

General SryBoup. He stayed there a number of months, but he did 
not object to leaving. He left very voluntarily and very quickly. 

Mr. Rooney. How could he get in there in the first place? 

General SEYBOLD. May I, Mr. Chairman, go off the record? 

Mr. Preston. Just before you go off the record, let me ask you 
this— — 

Mr. Rooney. Let us put it on the record. 

Mr. Preston. Mr. Rooney has asked a question which I would like 
to have answered. 

General SeyBo.p. I really think most of this talk should be cleared 
between the committee, Mr. Rooney, and the State Department. 

Mr. Roonry. That makes it even more interesting. Am I to 
understand that the State Department had something to do with the 
admittance of Perén to this United States Government-owned-and- 
operated Hotel Washington? 

General Srysoutp. I cannot answer that. I can answer what I 
personally know about Mr. Perén coming to the Hotel Washington. 
He came accompanied by a number of high officials of the Republic 
of Panama and requested to be taken in the hotel as a casual guest, 
as anvone would be; and, of course, it was a public hotel. He also 
was allowed to come into the hotel on that basis. 

Mr. Rooney. Of course at that time this Government was in 
charge of the renting of the rooms and the service. 

General Sreysoup. Oh, ves, the Panama Canal Company. 

Mr. Rooney. It was entirely a Government-run operation? 

General Srysotp. The Panama Canal Company operated the 
hotel. 

Mr. Fioop. Do I understand that the first time the Government 
of the United States, or the government of the zone, knew of Perén’s 
desire to be a guest, was when he walked up to the clerk and said, 
“T would like to register’’? 

General SrysBo.p. I cannot answer that question, Congressman; 
because you said the “Government of the United States.” I can 
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assure you that the Panama Canal Company first knew about it when 
he came to the hotel. 

Mr. Fitoop. I remember that at least the American papers were 
full of his wanderings for some time. 

General Srypoup. He had been in the Republic for some days prior 
to coming to the Hotel Washington. He was living in the Hotel El 
Panama. 

Mr. Roonry. That was probably too expensive, was it? 

General Srypo.p. I do not know. 

Mr. Rooney. Did the State Department have anything at all to 
do with the admittance of Perén to the Washington Hotel? 

General Srypop. | am afraid I will have to take the responsibility 
of admitting him to the Washington Hotel. 

Mr. Rooney. I ask that the date that Perén was admitted to this 
Government-owned-and-operated hotel and the date he left be in- 
serted at this point in the record. 

(The information is as follows:) 

tegistered November 8, 1955. 

Departed February 27, 1956. 


HISTORICAL BACKGROUND OF HOTEL WASHINGTON 


Mr. Preston. For my information, where is the hotel located—on 
the Canal Zone? 

General SEYBoLD. No, sir; it is in the Republic of Panama. 

I would like to go off the record now, if you will permit. 

(Discussion off the record.) 

Mr. Preston. Why do we operate a hotel in the Panamanian 
tepublic? 

General SryBoup. It is an ownership we have had since 1910. 

Mr. Roonry. The United States Government built the hotel? 

General Srypoup. Oh, yes. It was designed by Stanford White and 
I think at the request and demand of the then Secre tary of War Taft. 
It was always the hotel on the Atlantic side, and unfortunately, in 
those days, as we now see it—and, of course, this is Monday morning 
quarterbacking—it was a mistake possibly to put any of our buildings 
and plant in the Republic. But conditions were so different in those 
days than they are now. We did not have automobiles, this, that, 
and something else and they needed a hotel near the port and, due to 
the queer location, we would otherwise have had to place the location 
away back toward Gatun, quite a long ways away and, in those days, 
the only access you would have had to the port would have been by 
train. It was too long to go by carrier. So that is how we obtained 
all of our large housing facilities, or large facilities of housing. We 
have 200 families now living in Colén. So that the schools, the 
churches, and all that are actually in Panamanian territory. 


JUSTIFICATION FOR CONTINUED OPERATION OF HOTEL WASHINGTON 


Mr. Preston. Is there any advantage to our continuing to operate 
the hotel? 

General Srypoup. The fact of the matter is that this year we are 
just making our out-of-pocket expenses. Before it has been a drain. 
But, to answer your question—yes, there is an advantage; but it is 
an advantage not of dollars and cents; it is an advantage of maintain- 
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ing our relations with the Republic. It is the only hotel on that side 
of the isthmus. And when the concessionaire, as mentioned by 
Congressman Rooney, quit because he was losing money, we were 
requested by the Government of the Republic to go back and reopen 
and operate the hotel again. We are now doing it on a very austere 
basis. We do not even operate the swimming pool, or anything of 
that sort, but just enough actually to have fac ilities s on that side which 
are badly needed. The problem over there is the fact that the 
Republic has no facilities and the city of Colén is actually within the 
zone boundaries if the boundaries had not been drawn to exclude it. 
So that it is necessary to maintain these facilities until such time as 
the treaty is effected, at which time they will get the hotel. It is in- 
cluded in the area which is returned to Panama by this treaty. 

Mr. Preston. That is among other things that we gave away to 
them by treaty. I still think the Department was blind in making 
the treaty. 


USE OF FUNDS APPROPRIATED FOR CONSTRUCTION OF GAILLARD HIGHWAY 


One final question. You are spending funds under the heading of 
“capital outlay” which were previously appropriated for the construc- 
tion of a four-lane highway. We, of course, do not expect to be re- 
quested to appropriate any additional funds in the future for the 
four-lane highway; or do you think we might be? 

General Sryso.p. Of course that was the basis of the appropriation. 
The appropriation was a lump-sum appropriation for capital outlay. 
Yes, Mr. Chairman, it may be necessary. I do not know when, but 
I do know that the volume of traffic in certain areas on that road will 
possibly require it in the future. 

Mr. Preston. You think there will be a request, and it is just a 
matter of spending what you have in hand now and asking for some 
more money later? 

General SryBoup. Yes. 


PANAMA CANAL CoMPANY 


Program and financing 


1955 actual ‘1956 estimate , 1957 estimate 


{ j 








Program by activities: 
1. President’s office and staff_ se $382, 666 | $422, 300 $423, 300 
2. Comptroller’s office and staff- ; 1, 903, 411 1, 941, 100 1, 865, 200 
3. Personnel bureau eee — a an 510, 619 | 503, 800 497, 200 
4. Administrative branch___-- testo fi 293, 435 341, 900 | 339, 700 
5. Secretary’s office, Washington, D. C__._..-..---.--- | 77, 968 81, 000 80, 900 
6. Company buildings ; oa * Dai hese 157, 417 165, 600 143, 700 
7. Directors’ expenses_. j 16, 686 20, 000 20, 000 
8. Consultants and advisors - pat ows a 16, 989 110, 000 60, 000 
9. General Accounting Office audit aoe 145, 117 175, 000 175, 000 
10. Home leave travel costs. With ies * | 74, 814 144, 000 144, 000 
Total accrued costs __- soe sone 3, 579, 122 3, 904, 700 3, 749, 000 
Financing: 
Revenue not included in limitation..............-.....--- —72, 157 | — 59, 000 —70, 000 
Unexpended balance no longer available__...........____- 82, 035 30, 600 ba basin 
Limitation... ee 3, 589, 000 3, 740, 000 3, 679, 000 
Proposed increase in limitation due to pay increases. __ detacseddha4 136, 300 |..--- idbbautan 





a Cer me 


4 
} 


ine, 





le 
y 
re 
n 
re 





le 


rar 
7) 
<a EETETE 


sa 
RCO lect a UU iain sioner i hes 


g 


+ | 
p : 
B 

) 

) 

) 

) 

) 

) 

) 

) 

) 

) 

oe 

) 

) 


' 
i 
' 
' 


ee 


General and administrative expenses by objects 


Object classification 


UNITED STATES AND HAITI 


Total number of permanent positions: 
United States rates _.-. 
Local rates__- 

Full-time equivalent of all other positions: 
United States rates 
Local rates_. 

Average number of all employees: 
United States rates. 
Local rates 

Number of employees at end of year: 
United States rates 
Local rates 


Average salaries and grades: 
General schedule grades: United States rates: 
A verage salary___._- ax 
Average grade . 
Ungraded positions: Average salary: 
United States rates = 
Local rates 


01 Personal services: 
Permanent positions: 
United States and possessions 
Foreign countries: 
United States rates . ‘ 
Local rates. ....... 
Positions other than permanent: 
United States and possessions 
Foreign countries: Local rates 2 , ; 
Regular pay above 52-week base: United States rates 
Payment above basic rates: United States rates 
Excess annual leave earned over leave taken 


Total personal services: 
United States rates 
Local rates. -_....-- ‘ sa 
Deduct portion not chargeable to limitation 


Net personal services ‘e ; 
_ eae fet aed wie 
03 Transportation of things , ‘ 
04 Communication services ial ‘ 
05 Rents and utility services i 
06 Printing and reproduction Sean 
07 Other contractual services iad 
08 Supplies and materials sn ‘ aa 
09 Equipment ‘ ‘ 
11 Grants, subsidies, and contributions 
Depreciation ‘ in : 


Total, United States and Haiti 
ISTHMUS 


Total number of permanent positions: 
United States rates ciiwiehaside Sanita - 
Military rates baa Setsiitedisdous seh wowed 
Local rates aie at 
Full-time equivalent of all other positions: 
United States rates habe herit seliien Sretatyd wie inn wena 
Local rates eaanin 
Average number of all employees: 
United States rates ees baw ewsemuanes hebaades 
Military rates 
Local rates ces eee 
Number of employees at end of year: 
United States rates. _.......----. 
Military rates icteta 
Local rates eae 


Average salaries and grades: 

General schedule grades: United States rates: 
Average salary 
Average grade cohcaile 

Ungraded positions: Average salary: 
United States rates con is 
a a a eae 


1955 actual 


$4, 438 


CGiS-6.1 


$4, 368 
$2, 053 


$2, 294, 067 


13, 000 
12, 317 


115, 300 
1, 832 





2, 951, 498 
14, 149 
2, 905, 958 


59, 689 
2, 978 
253 

3, 205 
5, 843 
250 

1, 125 
21 

3, 812 


792 


77, 968 


$2, 828 


‘ 
7, 239 


30 
1, 948 


2, 608 
9, 187 
2, 559 

Ss 

9, 724 
$5, 706 
GS-6.5 
$6, 613 
$1, 345 


M4, 
ais 


$4 


$1, 


$2, 196, 37 


13, 
11, 
116, 

1, 


4, 
486, 


2, 817, 
13, 


a, é4 


60, 


—_ 


oo — 


81, 


te 


1956 estimate 


6.2 


397 
917 


500 
500 


600 
SOO 
697 


632 


800 
300 


, 000 


100 


, 000 


200 


, 200 
3, 700 


200 
200 


, 000 


HOO 


, 100 


800 


000 


1957 estimate 


34, SSI 


$2, 106, 880 


13, 500 
11, 500 


- 


, 500 
13, 300 
2, 768, 800 


60, 000 
4, 000 

200 

4, 200 

6, 700 

200 

200 

, 000 
500 

100 

800 


80, 900 


6, 413 


28 
1, 733 


to 


488 
8, 246 
2, 325 


8, 650 


$6, 426 
GS8-6.8 


$7, 129 
$1, 380 
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General and administrative expenses by objects—Continued 


Object classification 1955 actual | 1956 estimate | 1957 estimate 


i 


ISTHMUS—continued 


01 Personal services: 
Permanent positions: 














United States rates en a ae a $16, 256, 727 $16, 583, 713 | $16, 749, 512 
Military rates eee, oi a Ee Ca waeX 75, 609 75, 885 | 75, 885 
Local rates Les I eT ee eae 5 9, 737, 250 | 9, 455, 841 8, 987, 758 
Positions other than permanent: 
United States rates A st a mes 2 ee | 183, 124 792, 973 191, 541 
Local rates........... eR VeR DEITIES DES | 2, 616, 385 2, 779, 474 2, 390, 956 
Regular pay above 52-week base: United States rates 59, 937 | 70, 615 28, 523 
Payment above basic rates: 
In oa 780, 946 901, 695 749, 394 
Local rates.__.....-- et ct Ba a BT 620, 600 744, 582 586, 569 
Excess of annual leave earned over leave taken: 
Ie NN Nn ee ewe taad | 156, 722 38, 356 33, 937 
Local rates_.-___- a capil aces Scania ceeiendll ee aia abuetdeta 59, 450 58, 800 
Deduct excess of annual] leave taken over leave earned: 
SE OU ea rk onaniaemadekniekeadskee uuneatineniion BATES Ne cacacmdeennidiensieeaksssee 
Total personal services 
United States rates___..._-- ; ee 17, 437, 456 18, 387, 352 17, 752, 907 
I os 75, 609 75, 885 75, 885 
Local rates.........-.- ii iiemaceineg daca ee 12, 939, 527 | 13, 039, 347 12, 024, 083 
Deduct portion not chargeable to limitation_____..-_- | 27,833,272 | 28,779, 484 | 27, 202, 075 
Net personal services_-_............... a aibie ora 2, 619, 320 | 2, 723, 100 | 2, 650, 800 
iy i a ee ee ete eo 125, 180 220, 900 221, 200 
03 Transportation of things............--- als a Ea 4,115 | 17, 600 | 17, 400 
04 Communication services__-__- eta ela rea eae 32, 569 36, 100 | 35, 100 
05 Rents and utility services cieuiie an geiee sok ae 125, 303 67, 900 | 64, 100 
CB  Sreree OIE TUONO 5 on ec ened scm ces cntine 62, 449 76, 600 | 76, 400 
OP CT GT VINO oo on ove cd ccccccctbce counccces | 134, 079 250, 100 | 178, 300 
General Accounting Office audit_............---...--- 145, 117 | 175, 900 | 175, 000 
ee EE an ae | 47, 485 45, 500 45, 300 
OS EIEIO EE EI | hn ne dag BS ia 
11 Grants, subsidies, and contributions_............-.--- ast 157, 924 140, 800 137, 300 
15 Taxes and assessments____-..... etiegtiak thin aie eo eee 2, 241 1, 700 1, 700 
Ne es ilea km nin ei wana eaanunds | 43, 270 68, 400 | 64, 500 
I a i 3, 501, 154 3, 823, 700 | 3, 668, 100 
Total general and administrative expenses__.........._- 3, 579, 122 3, 904, 700 | 3, 749, 000 








SUMMARY JUSTIFICATION DATA 


Mr. Preston. We will take up the next item, the Panama Canal 
Company, found on page 162 of the committee print and on page 3 
of the justifications. We will insert in the record pages 3 and 4 of the 
justifications. 

(The matter above referred to is as follows:) 





é 


Actual fiseal year 1955: 
Canal operations... ‘ 
Other maritime operations. 
Employee services _ 
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Transportation and utility services_ --- 


Other supporting services. 
Canal Zone Government... 
Interest_. 


Other general revenue and expense . 


Total-_ 


Estimate fiscal year 1956: 
Canal operations__- 
Other maritime operations 
Employee services 


Transportation and utility services_ _-.- 


Other supporting services 
Canal Zone Government 
Interest_- 


Other general revenue and expense... 


Total. 


Estimate fiscal year 1957: 
Canal operations... 
Other maritime operations. 
Employee services. 
Transportation and utility services 
Other supporting services. 
Canal Zone Government 
Interest_- 


Other general revenue and expense-.. 


Total. 


Revenue 


, 397, 351 
5, 934, 205 
27, 801, 2 
&, SAY, | 
2, 824, 997 
4, 877, 


103, 360 


88, 798, 


38, 800, 700 
6, 013, 200 
27. 160, 300 
8, 628, 200 
2, 281, 400 
5, 899, 600 


90, 400 


88, 873, SOO 


39, 512, 600 
5, 869, 000 
21, 503, 700 
8, 475, 700 
2, 052, 500 
6, 608, 100 


101, 400 


84, 123, 000 





E xpenses 
(including 
depreciation 








16, 646, 000 
5 800 
25, 683, 300 
565, 200 
2, 001, 500 
15, 982, 600 
9, 126, 500 
6, 459, 600 


88, 310, 500 


16, 924, 
4, 743, 
20, 388, 
7, 409, 
1, 801, 
16, 576, 
9, 200, 
6, 298, 


300 
700 
600 
SOO 
800 
500 
100 
900 


83, 343, 700 


10, 


—W 


= 
—Q 


—6, 


154, 
167, 
477, 
, 063, 
79, 


OSS, 
, 126, 
, 369, 


563, 


9 O05 


», 423 


230) 


210 
, 271 
766 


a) | 


134 


700 
100 
000 
OOO 
¥vOo0 
O00 
SOO 
200 


300 
, 00 


. 300 
, 100 


5, YOO 


, 700 
. 400 
, 100 
, 500 


, d00 
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Analysis of equity of U. S. Government (investment of U. S. Government), June 30 
e . . oS te . , 
1954 and 1955 


1054 1055 
Net direct investment 

Capital stock of original Panama Railroad Company (New York $7, 000, 000 $7, 000, 900 

Tentative valuations of properties and other assets, less liabilities, trans- 

ferred from the Panama Canal 

Car shops and roundhouses, Feb. 1, 1950 190, 651 199, 651 
Oil plants, docks, and piers, July 1, 1950 : 5, 579, 441 4, 757, 833 
Canal and other facilities and net working capital, July 1, 1951 -| 400, 749, 715 401, 878, 720 
entative transfer valuation 406, 519, 807 40}, 827, 204 

Gross direct investment, as tentatively stated, June 20, 1954 and 
1955 $13, 519, 807 41°, S27 204 


Less dividends and other charges deductible from dire¢ tinvestment 
Dividends paid to U. S. Treasury 


Prior to June 30, 1951 23, 994, 905 23, 994, 905 
Subsequent to June 30, 1951 10, 000, 000 
Appraised value of lands conveyed to Republic of Panama without 
reimbursement, Dec. 16, 1943 11. 759. 956 1] 





Properties transferred to U. S. Navy, Aug. 24, 1954 
otal deductions 35, 754, 861 45, 8% 


Net direct investment (as defined by Panama Canal Company 
Act, as amended) as tentatively stated at June 30, 1954 and 1955 
interest-bearing 377. 764, 946 368, 004, 765 


Retained income 
Balances at July 1, 1953 and 1954, as previously reported R83, 554, 357 85, 032, 832 
Net income for years ended June 30, 1954 and 1955, as tentatively stated 4, 160,010 5S1, 134 
Adjustments to prior years’ stated net income 
Changes in interest payable to U. S. Treasury for prior years arising 


from revisions to valuation of net direct investment 2, O98, 119 19, 495 
Additional provision for overhaul of Gatun locks applicable to prior 
years 399, 601 


Capitalization of equipment charged to expense in prior years and 
other adjustments to fixed assets and related depreciation and 


economic allowances, net = 285, 036 9, 961 
Other adjustments, net 101, 221 

Total 5, 032, 832 85, 804, 432 
Less emergency fund held by U.S. Treasury, available on loan basis 

without interest . 10, 000, 000 10, 000, 000 


Balances at June 30, 1954 and 1955, as tentatively stated (non- 

interest-bearing) 75, 032, 832 75, 604, 432 
Total equity, June 30, 1954 and 1955, as tentatively stated (invest- 

SE er 97. Oe RROVONIIIIOG) | oc vc cnceannacecchaudwetvenadccsece -| 452, 797, 778 443, 609, 197 


Mr. Preston. We have covered already some of the information 
concerning the Panama Canal Company, and we previously inserted 
in the record page 6 giving some statistics about the tolls, traffic, and 
so forth. 

On pages 18 to 43, vou discuss some of the operating expenses for 
the various activities of the Panama Canal Company. Are there any 
significant items in this area that you would like to discuss? 

General Skysoup. No, sir. Those have been about the same as 
they have been in the past. I do not think that the coming fiscal 
year makes any significant changes in the operation. We are experi- 
encing quite an upturn in commercial traffic, even in fiscal vear 1956 
over 1955. It appears to be that this fiscal vear will be one of the 
tops in commercial operations, although it mav not be the highest in 
total, considering the high Korean traffic in 1953. 


Pine sees: 





t 
| a 
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EXPLANATION FOR ESTIMATED REDUCTION IN REVENUE FOR 1957 


Mr. Preston. How do vou account for the reduction in revenue in 
1957 as against 1956? 


General SrysBotp. That includes one-half a year operation, par- 
ticularly of our personal services, commissaries, al service centers, 
with the loss of those noncitizens who live in Panama. That is a 


material reduction in the net income of the canal; also in sales. You 
ee the employee services revenue is well down, or will be. 

Mr. Presron. It is down from $27 million in 1956 to $21 million 
in 1957. 

General SkyBoup. Yes, sir. And, of course, that affects all of the 
other services likewise. We also expect to lose practically all of our 
present sales of supplies to ships, both from the commissary and 
ships’ stores. 


RATE OF INTEREST PAID ON UNITED STATES CAPITAL INVESTMENT 


Mr. Preston. What rate of interest do you pay on the United 
States capital investment? 

Mr. Srpers. 2.48 percent this vear and the budget is predicated 
on 2.50 percent. 

General Sryspouip. That is set by the Secretary of the Treasury 
every vear. 


REDETERMINATION OF THE CAPITAL INVESTMENT 


Mir. Preston. 1 would like to know why you are having this 
redetermination made of what the capital investment is. 

General SryBo.ip. That is a requirement of law. 

Mr. Wairman. The Reorganization Act of 1950, which reincor- 
porated the company, requires us to make a new determination of the 
capital investment. 

Mr. Preston. Did it give you any criteria to follow in making this 
examination? 

Mr. Wuirman. Yes. Items are excluded and items are included 
by categories. 

Mr. Preston. Is it based on the actual investment, or, as someone 
suggested earlier, is it on the inflated value? 

Mr. Warrman. No; on the actual investment. 

Mir. Preston. How soon will that determination be made? 

Mr. Wurrman. We have finished our part. The law requires us 
to make the determination, and then requires that it be approved by 
the Director of the Bureau of the Budget. We have finished our 
determination and it is now in the hands of the Director of the Bureau 
of the Budget for approval. 

Mr. Preston. The prior evaluation placed on this property in the 
Canal Zone, as I recollect, was about half a billion dollars; is that 
right, $452 million? 

Mr. Srrers. The books reflect that these transferred properties 
covered by the valuation were tentatively recorded at $406 million 
as of June 30, 1955. 

Mr. Preston. According to page 4 of the justifications, the total 
equity of the United States Govk mment as of June 30, 1954 and 1955 
is $443,609,197. Is that right? 
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Mr. Steers. Yes, sir. The revised equity, as a result of the 
valuation program is approximately $424 million. That is also 
tentative. 

Mr. Preston. That is the figure now before the Bureau of the 
Budget? 

Mr. Steers. Yes, sir. 


EFFECT OF REVISED EQUITY ON INTEREST RATE 


Mr. Preston. So it won’t have very much effect on the interest 
paid? 

Mr. Steers. No, sir. 

Mr. Preston. I am curious to know how you change this interest 
from 2.48 percent to 2.50 percent. 

Mr. Srerrs. The Secretary of the Treasury sets the rate every 
year and gives us an estimate for the next year. It is based upon the 
computed average rate borne by Treasury bonds outstanding as of 
April 30 of the current year. 


CAPITAL PROGRAM 


Mr. Preston. We now come to the capital program found on page 
45 of the justifications. Will you comment on this without going into 
too much detail? 

General SrysBo.p. I think it is all included here, backing up the 
capital program. The most of it, the large items, are a continuation 
of the program started, including the increased capacity of the canal, 
removal of the old emergency dams, and also the program for conver- 
sion of the 25-eyele current. The largest item, of course, is to replace 
the locks, towing locomotives, and cranes. The justifications are 
shown on page 49. 

Mr. Preston. That is a program continuing over several years, is 
it? 

General Seyspoip. We have just advertised and taken bids for the 
towing locomotives for this replacement. That program started in 
1956. You will notice on the following page there is an outline of the 
program by fiscal-year obligations and expected expenditures. 


ADEQUACY OF SECURITY OF THE CANAL ZONE 


Mr. Preston. Do you consider the security of the Canal Zone 
adequate? 

General Szypoup. Yes, sir. I speak from my knowledge of the 
local security, of course; because the other security is a matter of the 
mission of the commanding general. But, from my knowledge of the 
operations, I can definitely answer that question “Yes.” 


PURCHASE OF PASSENGER MOTOR VEHICLES 


Mr. Preston. You have some language on page 162. You are 
seeking to purchase 31 passenger motor vehicles of which 18 are for 
replacement. 

General SeYBoLp. Yes, sir. 

Mr. Preston. What is the need for the 13 additional cars? 
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General SeyspoLp. The Company operates a total of 560 units, of 
which 80 are passenger station wagons, ambulances, and buses, and 
480 trucks. During the 4 years we have reduced our number of 
vehicles a total of 64. However, all of these are over age and are 
over the mileage requirements of the General Services Administration. 

Mr. Preston. You are seeking 13 new ones; are you not? 

General Seyspoup. Those 13 are the ones that are frozen pending 
the decision on the discontinuance of the railroad. That is, the 
specific 13 which are still in here are subject to the determination 
as to the operation of the railroad. If we close the railroad and 

carry our Company and Government business by vehicle, we would 
need 13 additional buses and station wagons. 


REDUCTION IN SIZE OF PERSONNEL STAFF 


Mr. Preston. Are there any questions on this item of the Panama 
Canal Company? 

If not, in concluding the hearings on this subject, General, I want 
to refer back to your written statement on personnel, to page 6, to 
that paragraph in the middle of the page reading as follows: 

In spite of the significant increase in traffic, with the resulting increased demand 
upon supporting services, the employment rolls of the Panama Canal Company 
and Canal Zone Government have been reduced from about 19,300 in 1951 to 
about 13,900 on February 29, 1956, excluding certain strictly temporary employees 
engaged in a locks overhaul project. 

That is a very significant statement and I want you to know it has 
not gone unnoticed by the committee. 

General Srysoutp. Thank you. 

Mr. Preston. We commend you for it. We are always glad to see 
efficiency brought about in agencies of the Government. And I am 
assuming that these are not temporary employees, but these are 
regular employees that have been reduced by virtue of your efficient 
operations? 

General SreyBoup. Yes, sir. 


SERVICES OF GOVERNOR SEYBOLD 


Mr. Preston. General, I understand that you plan to retire as 
Governor of the Canal Zone very soon; therefore, this will be your 
last appearance before this committee in your present capacity. | 
want to take this occasion to commend you for the fine job you have 
done during your tour of service in the Canal Zone and wish you sue- 
cess for the future. 

Mr. Bow. I wish to join with the chairman in — nding General 
Seybold for his excellent administration of the Canal Zone—great 
progress has been made. I feel he has a right to be proud of his 
service in the last 4 years as he may well be proud of his loyal service 
to his country for many years. I hope he will continue to serve the 
Nation. We cannot afford to lose the service of men such as General 
Seybold. 

General Srysouip. Thank you. 

Mr. Preston. If there are no further questions, that will conclude 
the hearing on this matter. Thank you, gentlemen. 

General Seypoip. Thank you, Mr. Chairman. 
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‘THursDAY, APRIL 12, 1956. 


CIVIL AERONAUTICS BOARD 


WITNESSES 


ROSS RIZLEY, CHAIRMAN. 

JOSEPH P. ADAMS, VICE CHAIRMAN. 

HARMAR D. DENNY, MEMBER. 

CHAN GURNEY, MEMBER. 

RAYMOND SAWYER, EXECUTIVE DIRECTOR. 

M. C. MULLIGAN, SECRETARY. 

IRVING ROTH, CHIEF, RATES DIVISION. 

FRANKLIN M. STONE, GENERAL COUNSEL. 

WARNER H. HORD, CHIEF, OFFICE OF CARRIER ACCOUNTS AND 
STATISTICS. 

FRANCIS W. BROWN, CHIEF EXAMINER. 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item we will take up is the Civil Aero- 

nautics Board. ‘This is found on page 46 of the committee print. 
We will insert in the record pages 9 and 11 of the justifications. 
(Information referred to follows:) 
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Mr. Preston. We have the Honorable Ross Rizley, former dis- 
tinguished colleague of ours. I suppose I should say “‘judge,”’ is that 
correct? 

Mr. Riztey. Just about that. 

Mr. Preston. He soon will be a judge of the United States 
court. He will soon be leaving the Board, we are sorry to say. 


GENERAL STATEMENT 


Mr. Rizley, we will ask you to make a general statement at this time 
on the overall picture and then we will take up the appropriation in 
a more detailed way. 

Do you have a prepared statement? 

Mr. Rizuey. Yes, sir. Thank you, Mr. Chairman. It is only 
about eight pages, and I think I can best get into the meat of this 
thing by. reading this short statement. 

Mr. Chairman, we have here this morning, at your invitation, all of 
my colleagues on the Board. 

Mr. Preston. Would you like to present them? 

Mr. Riziey. Yes. Senator Gurney, former distinguished Member 
of the U nited ‘States Senate; Colonel Denny, former Member of the 
House of Representatives, and Colonel Adams, and we have various 
and sundry members of the staff. 

Mr. Rooney. Bac kstoppers? 

Mr. Rizuey. Yes, sir. 

I want to say, Mr. Chairman and members of the committee, that 
I appreciate this opportunity of again appearing before this subcom- 
mittee. You were very generous ‘with us last year. ‘Tomorrow will 
be my last day on the Civil Aeronautics Board and I want to at this 
time express my deep and sincere appreciation to members of this 
committee and my former colleagues in the House for the very splendid 
and fine cooperation we have had during my 13% months on the 
Board. 

It has been fine to work with you in the capacity in which we have 
worked and we hope and feel that the civil aviation picture has im- 
proved and we think it is in pretty good shape at the present time. 

Mr. Preston. We want to assure you it has been a privilege to 
work with you as Chairman of the Board. We commend you for a 
job well done. 

Mr. Riztey. Thank you very much. 

Now I will continue with my statement. 

The 1957 budget estimates for the Civil Aeronautics Board 
recommended by the President, total $24,700,000, covering two 
appropriations: 

(a) For “Salaries and expenses” in the amount of $4,700,000, an 
increase of $304,500 over the funds available for 1956, assuming a 
supplemental appropriation of $270,500 for increased pay costs; and 

(6) For “Payments to air carriers’ in the amount of $20 million, 
a reduction of $32.5 million compared with the 1956 appropriation. 

The detailed estimates with respect to both appropriations are 
before you and if agreeable to the committee I will undertake to very 
briefly summarize them. 
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SALARIES AND EXPENSES 


As previously stated, the estimate for “Salaries and expenses”’ is 
$4,700,000. At the outset, let me recall that for 1956 the Congress 
provided the Board additional funds to (a) speed up the processing 
of rate cases; (6) speed up the processing of route cases; and (c) expand 
the program for field audits of air carriers. 

Considerable progress has been made in those areas. As to mail-rate 
cases, it is estimated that 66 will be disposed of during the current 
year, compared with 54 cases during 1955. Moreover, the bulk of 
the air-carrier industry is operating under final mail rates rather than 
under temporary rates. In addition, the service mail rates—which 
represent the purely compensatory payment for carrying airmail 
are final for all of the United States certificated air carriers, with the 
exception of one rate in the Pacific area which is under contest in a 
formal proceeding. Under these final service rates, there has been 
a reduction in the total which otherwise would be paid by the Post- 
master General for the transportation of mail by air, which he estimates 
at 17 percent annually. 

With respect to route cases, it is estimated that 220 applications 
will be disposed of during the current year compared with 149 appli- 
cations during 1955. The accomplishments in this area thus far 
during the year include completion of permanent certification of all 
local service carriers pursuant to legislation of last May and final 
Board action on a number of very important route proceedings, 
including the Southwest-Northeast Service case; the New York- 
Chicago case; the Denver Service case; and a portion of the Large 
Irregular case. 

There has been substantial progress in tooling up for the expanded 
field audit program, with additional staff recruited; a third field office 
established at Miami (a point selected in relation to the location of 
11 carriers to be handled from that office), and a general reprograming 
of the audits themselves. It is estimated that 11 financial audits of 
expanded scope, 23 subsidy verification audits and 1 nonair carrier 
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affiliate audit will be completed during the current fiscal year. The ; 
foregoing include an audit of all divisions of Pan American on a : 
substantially expanded basis and of its domestic affiliate (Interconti- ; 
nental Hotels Corp.) which are now in progress and expected to be , 


completed by June 30, 1956. 

The 1957 estimates include $156,000 to annualize, that is, support 
on a full-year basis, the increase granted for the foregoing 3 areas 
in 1956. Specifically, the 1956 estimates reflected a lapse “fac tor of § 

33 percent applicable to the 58 new positions involved. Other costs 4 
attributable to the new positions (supplies, communications, etc.) 
were likewise scaled down in proportion as compared to what such 
costs would be on a full-year basis. The year 1956, while substantial 
progress has and will continue to be shown, is of necessity a period of 
transition to the higher level of output which is the eventual goal 
under the increases provided. 

In this connection, it was pointed out last year that the increases 
sought in connection with the route case program and the field audit 
program would not be sufficient to achieve the ultimate objectives in 
those areas. However, no increase over annualization is being sought 
for 1957 in connection with these programs because it was felt that the 
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time to consider actual need for and justify further increases would be 
when the full results of the strengthening thus far provided could be 
evaluated. 

The estimates do include $148,500 for increases in other areas, as 
detailed in the estimates and which are summarized as follows: 

(a) For more effective enforcement of the law and regulations, 
$25,000; 

(b) For more adequate verification of carrier financial and operat- 
ing reports filed with the Board, $25,000; 

(c) To recruit air-safety investigators for replacement of present 
personnel at or past retirement age, $31,000; 

(d) To establish an urgently needed central files system for the 
Board as a whole, $17,000; 

To permit the printing of additional volumes of Board deci 
sions, $15,000; 

(f) To partially cover the cost of increased travel per diem rates 
resulting from Public Law 189, $23,500. 

The volume of work which the Board must handle continues to tax 
its resources to the utmost. ‘To review in any great detail the magni- 
tude of the Board’s overall task would be to cover ground with which 
the committee is already familiar, but I do want to emphasize that 
we have more to do than process rate cases; process route cases and 
conduct field audits. The following is a brief cross section of some of 
the work done during the first. 6 months of the current fiscal year in 
other areas: 


Passenger property rate cases (formal proceedings) ‘ 12 
Tariff filings processed (regular and special) 11, 373 
Carrier service and agreement matters processed 1, 141 
economic enforcement actions taken__- 345 
Safety enforcement proceedings disposed of - _- 287 
Accidents investigated _ — - - 93 
New, or amendments to, Civil Air Regulations 28 


Cases in litigation — — —_ 


To sum up, the 1957 estimates for ‘Salaries and expenses’’ include 
$156,000 to support on a full year basis the expansion of programs 
authorized by Congress for 1956, and $148,500 for the other purposes 
enumerated above. 


PAYMENTS TO AIR CARRIERS 


The appropriation for 1956 was $52,500,000. The 1957 estimate of 
appropriation required is $20 million, and takes into account, among 
other things, an unexpended balance as of June 30, 1956, estimated at 
$14,369,838. 

Last year the Board submitted an appropriation estimate for 1956 
in the amount of $63 million. This was based, in turn, on an estimate 
of subsidy accruing to all carriers for operations during that year in 
the total amount of $64,343,000. The estimates now before you of 
subsidy accruing to all carriers for 1956 operations is $43,237, 000 and 
the following tabulation shows the reductions by carrier group, com- 
pared with the prior estimates: 
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Reduction from 

prerious 

Group: estimate 
Domestic trunkline operations...............-...6.eecceenee $2, 324, 000 
INI I id or ct tnd econ nnpthen weenie patibaueal 842, 000 
I a a 114, 000 
ee ba reebcbasekeocat 1, 399, 000 
a... ivctousbanetbebnuds cadena cduabivs 430, 000 
ee Ns aii nina ciutia en iawien dw ieniadn 4, 082, 000 
I 1, 483, 000 
I a i cain us cr iene diciembre 10, 432, 000 
UE Saree ee cL es eo ee oe ieee 21, 106, 000 


These reductions which, almost in their entirety, will be reflected 
in 1957 as well as 1956, are attributable to new rates fixed, or to be 
fixed, by the Board giving effect to the ‘offset’? principle and/or 
reflecting: the high level of economic activity; the shift of more military 
mail to commercial carriers; the improvement of route structures; 
and increased efficiency of the industry. 

Of the total reduction in the current accrual estimate for 1956 
compared with the previous estimate, Pan American accounts for ap- 
proximately $11,414,000. On December 30, 1955, the Board issued 
its order fixing a final system rate for this carrier effective January 1, 
1955. This rate is expected to yield Pan American approximately 
$9,877,000 in subsidy on an annual basis compared with $17,555,000 
estimated a year ago. However, for the calendar year 1955 which 
affects, of course, both the fiscal vears 1955 and 1956, the carrier 
realized capital gains which were applied to further reduce the subsidy 
need in an amount forecast as $7,319,000. 

I should now like to refer to the construction of the 1957 appro- 
priation estimate in the amount of $20 million. Subsidy accruing 
for 1957 operations is estimated at $46,486,000 and of that amount, 
it was anticipated that payments during the year 1957 would come to 
$42,352,738. Payments during 1957 on account of prior year opera- 
tions were forecast at $4,089,000 or a combined total of $46,441,738. 
From this amount, there was subtracted $14,369,838, the cash balance 
estimated to be carried over into 1957, for a net cash requirement of 
$32,071,900. However, this requirement was further reduced (to the 
$20 million figure) by deducting $12,071,900, broken down as follows: 








Carrier Area | Period Amount 
tlie eS | ee | eee Capital gains_____- | Calendar year 1955__..-___- $3, 659, 000 
i) AO 8 .  danddince see sh RED acsasnne at | Oct. 1, 1953, to Dec. 31, 1953. 1, 124, 000 
fe NR onc cnechucwansunumeaces WUED . c5xcsnceets | Calendar year 1954_______- 4, 200, 000 
re ines | RES, eS a Re Ss" 2, 997, 900 
i | Latin-American_._| Calendar year 1953__--_---- | 000 











Item (1) above is that portion of the capital gains amount of 
$7,319,000, referred to previously, which was applied to reduce the 
estimate of cash required in 1957 (with the balance applied to reduce 
such requirement in 1956). Item (2) represents the estimated re- 
covery from Pan American under the “offset” principle for the last 
quarter of calendar year 1953 in the Reopened Transatlantic Final 
Mail Rate case, with respect to which the Board’s order was issued 
on March 23, 1956. Items (3), (4) and (5), totaling $7,288,900, 
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represent staff estimates only of amounts to be recovered when final 
rates are fixed for the periods in question as a result, among other 
things, of the application of the “‘offset” principle. No decision has 
yet been reached by the Board in these cases, and they are contested 
proceedings, with ultimate appeal to the courts likely, with such appeal 
also probably in the case of item (2). Nevertheless, for purposes of 
the 1957 estimates, it has been assumed that the cases will be finally 
adjudicated in time to permit recovery of the entire amounts for use 
in making payments during that year. While there is no assurance 
that such will be the case, the Board felt that this was the most con- 
servative manner in which to present the 1957 estimates at this time. 

Two figures have been mentioned which should be further discussed: 
the $7,319,000 Pan American capital gains item; and the $1,124,000 
recovery from that same carrier for the last quarter of the calendar 
year 1953. The orders of the Board dealing with these amounts were 
issued December 30, 1955, and March 23, 1956, respectively, subse- 
quent to construction of the estimates. Under such orders, the 
capital gains item was fixed at $7,792,000, or $473,000 more than the 
figure used in preparing the estimates, and the $1,124,000 figure 
increased to $1,368,035, or $244,035 more than the estimate. As a 
consequence, the estimates of subsidy accruing to Pan American are 
now subject to a further reduction in the amount of $717,035. 

Also subsequent to preparation of the estimates, the Board’s order 
effecting the merger of Eastern and Colonial was approved by the 
President on January 25, 1956. With such merger expected to become 
effective by June 1, 1956, the estimates before you reflect subsidy for 
Colonial in the amount of $443,000 which it now appears will be 
eliminated. 

Accordingly, in these three respects the estimates are subject to 
reduction in an amount totaling $1,160,035. On the other hand, the 
estimates are predicated, in part, on certain assumptions which are 
highly tentative both as to amount and timing. I refer particularly 
to items (3), (4), and (5) in the tabulation above totaling $7,288,900 
which, at this stage, represent merely staff estimates of savings 
rather than any action by the Board, and with the ultimate decision 
likely to be made by the courts. In view of the uncertainties which 
surround these items, as well as the many variables with respect to the 
estimates for all other carriers, the Board feels that the appropriation 
request of $20 million is still a very conservative one notwithstanding 
the change in the two figures affecting Pan American and the impend- 
ing Eastern-Colonial merger. 

My statement has noted that the estimates show subsidy accruing 
for 1956 operations in the total of $43,237,000 and for 1957 operations 
in the total of $46,486,000. The difference between the two estimates 
is made up almost entirely of the capital gains realized by Pan 
American during the calendar year 1955 (therefore dividing on an 
accrual basis between fiscal 1955 and 1956). Were it not for this 
factor, the accrual estimate for 1956 would be $46,896,000. This 
is not to suggest that the level of subsidy in 1957 is less than 1956 
but simply to explain the impact upon the estimates for the 2 years of 
a single item involving only 1 carrier. 

It should be emphasized that the $20 million appropriation request 
for 1957 involves an abnormally high carryover of funds from 1956, 
which reflects the cumulative effect of a large number of individual 
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cases settled since the estimates of a year ago, involving in several 
instances more than 1 fiscal year. To measure the overall result, and 
our best estimate of the result of cases still undecided, the subsidy 
accrual for 1954, now forecast as $66,178,000, should be compared 
with $46,486,000, the estimate for 1957. The difference is $19,692,000. 

Mr. Chairman, that concludes my statement. I just want to add 
this: 

It has been mentioned that I will not be with the Board after to- 
morrow. But we have given careful consideration to this estimate 
before we submitted it to the Bureau of the Budget and coming up 
here. In my best judgment I think it is reasonable and sound and 
one which should have careful consideration by you gentlemen. 

Mr. Preston. You have made a very enlightening and fine state- 
ment. Itis vervinformative. It certainly shows that some effort has 
been made to firm up many areas of the CAB and to try to bring about 
some economies. 

I would like to inquire of the gentleman on my right if there are 
questions on the general statement. 

Mr. Rooney. I assume we may now inquire on the entire matter? 

Mr. Preston. That is right. You may ask any general questions 
vou desire to ask at this time. 


COMPARISON OF 1956 AND 1957 AIRLINES SUBSIDIES FUNDS 


Mr. Rooney. It appears, Mr. Chairman, that your request in the 
coming fiscal year for subsidy money is in an amount larger than that 
provided in the current year. Is that right? 

Mr. Rizitey. Higher than what? 

Mr. Roonry. Than in the current vear. In other words, you pro- 
pose to spend more subsidy money in the coming fiscal year than you 
are spending in the present year. Is that correct? 

Mr. Rizitey. I think that is probably correct. 

Mr. Rooney. Well, it is correct, is it not, for the reason that in 
your statement you say that “Subsidy accruing to all carriers for the 
1956 operations is $43,237,000,” and on page 6 of your statement 
you state “that the subsidy accruing for the 1957 operations is 
estimated at $46,486,000.” 

Mr. Rizury. Yes. I tried to explain that, Congressman. Perhaps 
[ didn’t explain it to your satisfaction. That difference was by reason 
of the capital gains we did get. 

Mr. Rooney. If you were going to get substantial capital gains, 
Mr. Chairman, the amount for subsidy should be less in the coming 
year instead of higher. Is that not right? 

Mr. Riztey. The capital gains applied to only part of the fiscal 
vear 1956. 

Mr. Roonry. This is a very simple question. Is it not the fact 
that under your present request to the Congress for money for sub- 
sidies for airlines in the coming year the amount you propose to spend 
for such subsidies is more than in the current year? 

Mr. Mutxiican. On an actual expenditure basis, Mr. Rooney, 
it might not work out that way, but your point is quite correct 
that the estimate of subsidy accruing in 1957 is greater than in 1956. 

Mr. Roonny. As you sit here at this table you propose to spend 
more money for subsidies to the airlines in the coming year than you 
are spending in the present year. Is that right? 








ed Sar a 


eels 


16 ee DORE ore 


; 
3 











723 


Mr. Muuuiegan. About $3 million more. 

Mr. Rooney. Last year this committee saw fit to cut the amount 
for subsidy, but the other body, as | recall, allowed the full amount 
requested, and the conferees agreed finally on a figure which was 
only some $10 million less than the full amount requested. It now 
turns out that you will have an unexpended balance in this subsidy 
money at the end of the present fiscal year of about $14 million. Is 
that a correct statement? 

Mr. Rizitey. That is correct. We are happy about that. 

Mr. Rooney. We are happy, too, but it would indicate we appro- 
priated too much money last vear when you requested, how much, 
$62 million? 

Mr. Rizutey. $63 million. You are exactly right. We were able 
to accomplish some things which we didn’t know we could accomplish 
at that time, and for that reason we have been able to make a very 
substantial reduction. 


COMPARISON OF 1957 BUDGET ESTIMATE WITH APPROPRIATIONS FOR 
PRIOR YEARS 


Mr. Roonry. Would the amount requested for running the Civil 
Aeronautics Board in the coming fiscal year be the highest amount 
in the history of the Board? 

Mr. Rizuey. I think that is correct. 

Mr. Roonry. Substantially higher, too. 

Mr. Muuuiican. Yes, sir. Accounted for in part by the pay raise. 


AUDIT OF BOOKS OF CARRIERS RECEIVING SUBSIDIES 


Mr. Roonry. Heretofore we appropriated moneys for auditing the 
books of the carriers who received subsidies? 

Mr. Rizutey. That is correct. 

Mr. Rooney. The committee went along with that request with 
the idea of saving some subsidy money. With your additional 
personnel, have you completed vour examination of the operations 
of these carriers in fields that are aside from air transportation? 

Mr. Riztey. We have not completed them, Mr. Rooney. We are 
working at it very diligently and I think we are making progress in 
that direction. 

Mr. Roonry. I don’t know what progress you are making if the 
amount of subsidy money is going to be higher in the coming vear 
than it is at the present time. 

On the floor of the House I made this statement: 

I would like to know what goes on in the mind of a Government agency, CAB, 
when it attempts to kill off those enterprises which are responsible for eliminating 
the subsidy while at the same time the agency appears before Congress to defend 
and urge subsidies. 


Mr. Riztey. Yes, sir. 
Norru AMERICAN AIRLINES ENFORCEMENT CASE 


Mr. Rooney. I was referring in particular to the case of North 
American Airlines. 1 wonder if you would briefly tell us what is the 
mentality of the Civil Aeronautics Board in putting out of business 
the originator of the coach fare, 2 company which today, as I under- 
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stand it, has presented to you—and when I say today I mean now— 
you have a proposition wherein they will fly the Atlantic at almost 
half of the present rate? 

Mr. Rizitey. Yes, I will be glad to go into that. I don’t know 
whether I can completely satisfy you but I will give you my thinking 
about it. 

Mr. Roonry. You very well may not but I would like to get your 
thinking on it. 

Mr. Rizuey. Yes, sir. 

When I went on the Board a year ago, among the things that were 
pending down there was what they call the North American enforce- 
ment case. The case had been pending for some time, a case in which 
a lot of testimony had been taken, a case which was finally fully briefed 
and orally argued. The hearing examiner and all of the Board mem- 
bers, all of the Board members, I think, fully concurred that North 
American had violated not only statutes passed by this Congress for 
the guidance of the Board, but had also violated regulations which 
had been set up by the Board to implement the statutes passed by the 
Congress. 

[ think it is a fair statement to say there wasn’t very much of a 
material dispute so far as that situation is concerned. 

Mr. Yarres. Was that the case in which Commissioner Adams 
dissented? 

Mr. Riztey. That is right; Mr. Adams dissented in that opinion. 
Mr. Adams’ dissent did not contemplate, however, that there had 
not been a violation. We were unanimous in that. 

Mr. Yares. The punishment didn’t fit the crime? 

Mr. Riziey. That is right. So as one member of the Board, at 
least, I thought that since this Board was an arm of the Congress that 
we were dutybound and we had obligations if we were going to attempt 
to run that business for the Congress, to see to it that the laws were 
obeyed. 

Mr. Roonry. What laws did they violate? Did they carry the 
public too cheaply? Was that the idea? 

Mr. Rizuey. No. 

Mr. Roonry. Were they flying without regard to safety regula- 
tions? 

Mr. Rizitny. The Congress 

Mr. Roonry. What about safety regulations? 

Mr. Rizitey. Their safety record was all right. We didn’t find 
against them on safety. 

Mr. Rooney. Fares are much less than other airlines? 

Mr. Riztey. We didn’t find against them on fares. We found 
against them because they had started out and put into effect, con- 
trary to laws that you passed, a combine whereby they could run as 
a regular scheduled airline by putting together—— 

Mr. Rooney. What was wrong with that? 

Mr. Riztey. I am not sure- 

Mr. Roonry. If they are flying the public safely and at greatly 
reduced rates and originated the air coach? What was wrong with 
that? 

Mr. Riziey. I am not sure there was anything wrong with that, 
but I thought and still think that if there is anything wrong with it 
Congress up here ought to correct the statute which directs us and says 
that it is wrong. 
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Mr. Roonny. Doesn’t CAB have authority to give them a regular 
certificate? 

Mr. Rizuey. Oh, yes. 

Mr. Roonry. That is the mentality I am getting at. Why didn’t 
CAB give them a regular certificate since they had a good safety record 
and were flying the public cheaply? 

Mr. Rizuey. I don’t know as I can answer that. <A certificate case 
was not before the Board at that time. I will let some of my colleagues 
who have been there longer explain that to you. [am trying to answer 
your question in defense of what we did in finding the company 
violated the law. 

Mr. Roonry. Was this airline, North American, the originator of 
the air coach? 


ROLE OF NORTH AMERICAN AIRLINES IN PROMOTION OF ATIR-COACH 
TRAVEL 


Mr. Riztey. I have heard that strongly argued, and then I have 
heard arguments the other way. 

Mr. Rooney. Pretty generally it is taken for granted, is it not? 

Mr. Rizuey. They had a lot to do with it. 

Mr. Rooney. They were the first ones to come out with greatly 
reduced fares? Is it the fact that as a result of the air-coach travel 
and getting more of the public to fly as the result of the reduced fares 
that subsidy money with regard to other airlines has been reduced? 

Mr. Rizuey. There is no doubt in my mind but what the coach- 
fare situation and getting more people air travelminded has had a 
very profound effect on reducing subsidies. 

Mr. Rooney. As a matter of fact, the air coach, and let us assume 
as they claim that they were the originators of it, now comprises how 
much of the overall domestic air travel? 

Mr. Riztey. About 40 percent. They have made very substantial 
increases. 

Mr. Sueuuey. Following the thought of Mr. Rooney, was North- 
west Airlines in the reduced-fare passenger business before any of the 
regularly certificated scheduled lines ever took up that business? 

Mr. Riztey. You mean North American? 

Mr. Suetxiey. North American, yes. 

Mr. Rizuey. I will refer it to some of my colleagues. I don’t know. 

Mr. Gurney. Mr. Roth can tell vou exactly. It was my belief, if 
| may answer the question, Mr. Chairman, that Capital Airlines made 
the first reduction on coach fares. 

Mr. Rora. North American, the enterprise now known as North 
American, was founded in 1950. <A predecessor company owned by 
some of the principal owners of North American, Standard Airlines, 
did start operating right at the end of the war, either late 1945 or 
early 1946, and it is my recollection that they were the first, Standard 
Airlines and other noncertificated carriers, to start coach service with 
a general fare level of about $99 for a transcontinental flight. 

Mr. Rooney. These 4 men involved in this airline, they are 4 
young veterans of the last war, aren’t they? 

Mr. Rorn. That is my impression. 
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SOURCE OF TESTIMONY TRANSCRIPT USED IN COMPLIANCE CASE 
AGAINST NORTH AMERICAN AIRLINES 


Mr. Rooney. Mr. Griffith, at one time when he was chief of the 

Board’s compliance division, as I understand it, testified before the 
Senate Interstate and Foreign Commerce Committee that a certain 
transcript of testimony in a California court proceeding was furnished 
bv an airline to enforcement counsel of the Board. 

This transcript, as the record in the Board’s compliance case against 
North American discloses, was put in evidence by Board compliance 
counsel. The record in that case shows that the transcript cost $800 
and that the amount was paid in cash under an alias. 

Does anyone here know anything about this? 

Mr. Riztey. I certainly wouldn’t. I will find out if anybody here 
knows about it. 

Mr. Stone is the Chief Counsel but he has been there only during 
my regime. I don’t know whether anyone knows about that. 

Mr. Rooney. Will the Chief Counsel state that the Board and the 
compliance counsel’s office never has received transcripts such as this 
paid for by another airline against an applicant for a certificate? 

Mr. Stone. The compliance office is not in the General Counsel’s 
office. I wasn’t here at that time and I cannot answer the question. 

Mr. Ronney. I would like to get the answer to it. 

Mr. Brown. It was presented at the hearing as an exhibit. I 
couldn’t tell you who furnished it. 

Mr. Roonry. Who spent $800 and bought it under an alias, an 
assumed name, for use against North American? 

Mr. Riztey. Congressman, I don’t know, but I will tell you what 
I will do: 

If that happened and there is anybody on the Board connected with 
it, I will find out and submit that information for the record. 

Mr. Rooney. Very well. I shall expect a full explanation of this. 

(The information requested is as follows:) 


STATEMENT OF JAMES ANTON, CHIEF, OFFICE OF COMPLIANCE, WITH RESPECT 
TO THE PROCUREMENT OF THE TRANSCRIPT IN THE CALIFORNIA CouRT PRo- 
CEEDING OF HART v. HARTAND [Ts USEIN THE NORTH AMERICAN ENFORCEMENT 
CASE 


I have no personal knowledge of this incident since it occurred in the latter 
part of 1953 and early 1954, and, therefore, prior to my appointment as Chief of 
the Office of Compliance. However, I have reviewed this matter with the two 
compliance attorneys, John F. Wright and Robert M. Johnson, who were respon- 
sible for trying the North American case and who are still with the Board, and I 
am satisfied that the facts are as related by Mr. Robert L. Griffith, then Chief 
of the Office of Compliance, at the hearings before the Senate Committee on 
Interstate and Foreign Commerce on 8. 2647, 83d Congress, 2d session, July 22, 
1954, pages 1217-1219. 

As stated by Mr. Griffith on that occasion, this Office has a very limited staff 
and, like all other enforcement agencies, welcomes gratuitous information from 
any source. Consequently, it welcomed an opportunity to examine the transcript 
in the ease of Hart v. Hart which, it was stated, contained certain material ex- 
tremely pertinent to the North American enforcement proceeding. Mr. Griffith 
testified that this transcript was loaned to us by an airline. Messrs. Wright and 
Johnson do not know for a fact which airline furnished the transcript. Moreover, 
they have no information as to the identity of the person who actually ordered 
and paid for such transcript. Iam satisfied that no one in the Board had anything 
to do with either the ordering of, or the payment for, the transcript. 

The transcript itself was not placed in the record in the North American 
enforcement proceeding. The court reporter in the case of Hart v. Hart was 















































i2d 


called to testify before the Board’s examiner only with respect to matters releva: 
to the North American case and he testified directly from his original notes take: 
n the California case. The use of the complete transcript by the attornevs of 
this Office was of assistance to the court reporter in finding the specific places ir 
his notes containing the relevant testimony. 

Mr. Gurney. I have heard this charge before and I do know that 
a transcript was furnished, but I am not in a position to state of my 
own knowledge who furnished it. 

| don’t believe there is any official record before the examiner in the 
transcript of that case or in testimony given to Congress, any official 
record by anyone which pins it down as to who did furnish the 
transcript. 

Mr. Roonny. The lawver in the CAB who handled it and used 
that transcript ought to know where he got it. 

Mr. Gurney. That is undoubtedly correct, but I do not, of my 
own knowledge, have information as to who furnished it. 

Mr. Roonny. Well, the chairman has just stated he will get us that 
information, tell us who the gentleman was, and if he is still with the 
Board. 

Mr. Gurney. That transcript is part of about 30,000 pages of 
testimony. It ran over a period of 3 or 4 years. 


APPLICATION OF NORTH AMERICAN AIRLINES FOR CERTIFICATE TO FLY 
THE ATLANTIC 


Mr. Roonry. This North American outfit of which I spoke a while 
ago, have they made an application for a certificate to fly the Atlantic 
at a cost of $125 as compared with $261 at the present time for air 
coach? 

Mr. Riztey. That is correct. 

Mr. Roonry. And $371 by the present airlines first class between 
New York and Shannon. Is that right? 

Mr. Riztry. There was a recent application. I don’t know the 
docket number of it. 

Mr. Roonry. Why can’t they get a certificate to fly the Atlantic 
if they will agree to carry passengers at $125 instead of $261? 

Mr. Riztey. That poses a good question. At the time they filed 
this application, and it is still the situation, the case in which the 
Board found against them for irregularities and for violations was 
pending, and it is still pending in the courts. 

As a member of the Board I will say to you very frankly that with 
that case still pending, and until it is settled, as one Board member 
| would not have been willing to grant them a certificate. 

Mr. THomas. Mr. Chairman, you are a good lawyer and a fine 
citizen. Pinpoint the connection between the violation and the cost 
angle, — is all we are interested in. You have not done that. 

Mr. Yates. What violations were there? 

Mr. ianetat, What is the connection between the violation and 
the cost angle? That is all we are interested in. 

Mr. Rizuiey. I think I would rather have the General Counsel’s 
office do it. If I had a copy of the opinion with me I could do it. 

Mr. Rooney. About all they did was to fly airplanes and carry the 
public at reduced rates. Is that it? 

Mr. Riziey. I wish I could agree with you on that, but it goes 
much deeper than that. 
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Mr. Rooney. They were flying regularly? 

Mr. Rizuey. Yes. 

Mr. Rooney. And they flew regularly through 3, 4, or 5 different 
companies. Isn’t that a terrible thing since the public g got reductions 
such as it did in the cost of the plane ticket? 

Mr. Riztey. Congressman, you and I were responsible for those 
statutes which we are trying to enforce. 


DENIAL OF APPLICATION FOR CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


Mr. Roonny. At the same time you had an application pending 
before vou for a regular certificate. 

Mr. Rizuey. I don’t know whether or not they did at that time. 

Mr. Rooney. Why didn’t you grant them a regular certificate? 
Then you couldn’t accuse them of flying regularly. 

Mr. Tuomas. The judge wants to pinpoint the connection between 
the cost and the violation. 

Mr. Srone. There has been no hearing on their application for a 
certificate of public convenience and necessity. 

Mr. Tuomas. How long has it been pending? 

Mr. Riztey. Within the last 6 months. The Board acted on an 
application for exemption but that was denied by the Board on pro- 
cedural grounds. 

Mr. Yares. Exemption from the provisions of the statute? Is 
there a provision in the statute to permit such an exemption? 

Mr. Srone. Yes. 

Mr. Yates. And the Board denied that? 

Mr. Stone. Yes, and it usually does when there is more than one 
applicant for the same route. 

Mr. Tuomas. I would like somebody to give us that direct connec- 
tion between the violation and the dollars and cents. 

Mr. Rizuey. I wish I had our opinion here. 

Mr. THomas. You have your legal staff. Somebody ought to be 
able to give it to you. 

Mr. Yates. What was the violation? 

Mr. Preston. Mr. Rooney has the questioning at the moment. 
Do you yield, Mr. Rooney? 

Mr. Rooney. Yes, sir. 

Mr. Preston. To whom? 

Mr. Rooney. To Mr. Yates, briefly. 

Mr. Yates. The question was asked by Mr. Thomas, What were 
the violations the Board relied on in denying the certificate? I think 
that is the question; is it not, Mr. Thomas? 

Mr. Tuomas. Yes, sir. 

Mr. Riztey. We will be glad to furnish the committee with a copy 
of our opinion. The case is pending in the courts. 

Mr. Rooney. Is not the gist of the decision that they were guilty 
of violating a provision which says they should not fly regularly? 
That is about what they did; is it not? 

Mr. Rizuey. I think you might be able to sum it up that way. 

Mr. Rooney. We can sum it up that way, can’t we? 

Mr. Rizitey. You may be able to sum it up that way, but actually 
if I had the opinion here and could go through the various and sundry 
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statutes that this Congress passed, I think you would agree with me 
as a good lawyer, and I know you are—— 

Mr. Rooney. I am one for disregarding redtape. If I had an airline 
which would fly the public for almost half what it costs on a regular 
airline, with the best safety record possible, the best safety record, 1 
would find some way to give them a certificate and have them fly the 
public at the lower rates. Would you agree with me? 

Mr. Rizuey. I probably would do that but I would want them to 
clean house first. As a member of the Board, and a former Member of 
Congress who helped pass a specific statute, if some airline violates it, 
for whatever reason, I say the place to go to is to you gentlemen on 
the Hill, if the statute is wrong, to correct it. 

Mr. Rooney. But Mr. Chairman, you now have the right to give 
them a new certificate. How long is it since the Civil Aeronautics 
Board issued a new and regular certificate to any company? 

Mr. Rizuey. I don’t know. 

Mr. Denny. Last year to Seaboard and Western. 

Mr. Rooney. How long was their case pending before the Board? 

Mr. Rizuey. A long, long time. 

Mr. Roonry. How many years? 

Mr. Rizutey. I am not sure. 

Mr. Roonry. About seven? 

Mr. Rizuey. It is no longer pending. 

Mr. Roonry. Have you “issued in the last 7 years or 10 years a 
new regular c ertificate for passenger travel? The Seaboard and West- 
ern certificate was freight. 

Mr. Rizuey. I don’t think there is any new face or any name. 

Mr. Rooney. I don’t think so, either. It is pretty hard to get 
into this club. That is perhaps the trouble of these four war veterans 
who run North American Airlines. 

Mr. Gurney. Yes; there were veterans in the original company 
which made up and now make up North American Airlines. There 
were also veterans in many of the others. A big portion of the em- 
ployees of most of the airlines are veterans, and mostly all trained 
in the Air Force. That is my statement on veterans. 

North American is a combine of more than one carrier. You are 
probably all pretty well acquainted with the number. 

There were many irregular carriers totaling better than 60. The 
great portion of them were operating under the law which we ad- 
minister as our responsibility, and a great many were operating as 
they should under the law and under the regulations of the Board. 

The responsibility of the Board is that we shall establish a stable 
airline system in the United States, not for part of the people but for 
all of them, not for just those who live in the big cities, not for the 
airlines that just serve the big cities, but the little towns, even down to 
population of 2,500. We have some towns like that on some of the 
local service lines. However, the trunklines are generally 10,000 and 
above, and I say 10,000 although that might stand correction. 

Along came the North American combine which skimmed the cream 
between the big cities and where they are now running. That is 
the only place they want to run and that is where they make the 
money. 

Who did they hurt? They hurt the big lines. Some of them 
started right after the war. It took the big lines longer to get off 
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subsidy because of their skimming the cream which would have been 
helpful to the Board in reducing the subsidy quicker after the war 
than we were able to do it. 

They also made it difficult for the veterans in the 40 other irregular 
lines that were operating according to law. The others couldn’t run 
a few trips a week because the North American combine was out in 
front and running all the time, so it made it impossible for them to 
get going. 

So the Board started a big case, the large irregular carrier case, and 
I am sure I do not make an incorrect statement when I say that North 
American, by its tactics, has slowed up the Board in getting to a final 
decision in that case which was to give all the irregular airlines a 
chance to come Se their place in the sun. It has taken a long time; 
over 5 vears that case has been going. 

The large irregular case is in the last stages. The Board, against 
my vote, granted supplemental authority to a number of carriers, 
something like 49 or 56, so that 49 carriers have a right to fly up to 
10 trips a month between any pair of points. I didn’t go along with 
that but the majority did. 

Mr. Rooney. Senator, wasn’t the fact referred to awhile ago that 
North American, in the air-coach business at $99 transcontinental, 
increased the coach business which is now 40 percent of the business 
of the major airlines? Hasn’t this been a prime thing in bringing 
down subsidy? 

Mr. Gurney. I don’t think so. I think the Board helped the 
coach service and the certificated airlines got the price down to the 
same figure. If the certificated airlines had not had to serve the 
little towns they could get down below that figure. [am sure of that. 
However, they have the obligation to serve all the people. 


RELATION OF INCREASED COACH TRAVEL TO SUBSIDY PAYMENTS 


Mr. Rooney. Is it not the fact that the increase in revenues of the 
airlines has been due to the increase in coach travel? 

Mr. Gurney. That is correct. 

Mr. Roonry. And as a result of the increased revenue in the treas- 
uries of the domestic airlines you were able to take them off subsidy. 
Is that not further correct? 

Mr. Gurney. I would not agree with that. By getting additional 
traffic, the big airlines can meet not only that figure of $99 coast to 
coast, but also they can continue to spread coach service to the little 
towns in the country that never got it from the irregulars. 

Mr. Rooney. Do you think they would? 

Mr. Gurney. They would have to. 


APPROVAL OF INCREASE IN TRANSATLANTIC FARES 


Mr. Roonry. Didn’t this Board recently grant the transatlantic 
carriers an increase in the price of tickets? 

Mr. Gurney. The Board will see to it that those prices get down 
as soon as we can get- 

Mr. Rooney. You just increased them; did you not? 

Mr. Riztey. Talking about the IATA thing? 
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Mr. Gurney. The certificated lines are operating into the smaller 
towns. The irregulars, such as North American, never did, and never 
would, operate coaches into those little towns. 

Mr. Rooney. Hasn’t the Board the authority to direct them to? 

Mr. Gurney. No, sir. They have no certificate. 

Mr. Roonry. Why not give them a certificate and direct them to? 

Mr. Yares. Would the Board have more power over the carrier if 
they granted them a certificate? 

Mr. Stone. We would have more control. 

Mr. Roonry. Why not give them a certificate?) They are willing 
to be controlled; aren’t they? 

Mr. Gurney. They are not willing to serve the little towns. 

Mr. Roonry. If vou gave them a certificate you could tell them 
where to fly. 

Mr. Gurney. The certificated airlines give this service to the little 
towns and big ones, too. 

Mr. Roonny. Has not the Board recently increased the price of an 
international transatlantic air ticket? 

Mr. Gurney. Under protest and in order to keep 

Mr. Roonry. Didn’t you do it? 

Mr. Gurney. In order to keep world fares out of an open rate 
situation. It is only temporary. We told them before the interna- 
tional carriers met that we didn’t like the rates and we have given 
them notice now that they have to get them down. They are holding 
a meeting in May, and we authorized it only until September 30. 

Mr. Rooney. That covers the time the real business takes place; 
does it not? 

Mr. Gurney. They have procedural steps in this international 
organization and they couldn’t get a vote for the summer tour season, 
on anything other than this 10 percent increase and coach business 
still is going along at the same fares. 


DETERMINATION OF INTERNATIONAL RATES 


Mr. Riztey. Congressman, if you want to help the Board in con- 
nection with the control of these international rates, please give a 
careful look at the legislation we have recommended which is up here 
now before Congress to give the Board more authority over these 
international rates. 

Mr. Rooney. More authority? 

\.r. Riztny. We haven’t any authority now. 

Mr. SHetuey. Are the international rates set by a conference of 
the international airlines? 

Mr. Riztey. That is right. 

Mr. SHELLEY. Then does the CAB later have the American airlines 
that participate in that conference submit their rates to you for 
approval? 

Mr. Riztey. We have a veto power but we do not have nearly as 
much authority over our carriers as the foreign countries have over 
their carriers under the same circumstances. The rates are fixed by 
cartel now. 

Mr. Rooney. If you were to grant a certificate to North American 
Airlines to fly the Atlantic, and they say they will fly from New York to 
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Shannon for $125, why don’t you do it if you really want to reduce 
fares? 

Mr. Riztey. We could do it, but I will tell you very frankly, Mr. 
Rooney, and I know you well enough, you wouldn’t do it in my posi- 


tion while a violation case is pending before the court. 


DECISION AND OPINIONS OF BOARD IN NORTH AMERICAN AIRLINES 
ENFORCEMENT PROCEEDING 


Mr. Yares. What was the violation? Does anybody know? 

Mr. Rooney. We still don’t know the violations. 

Mr. Rizuey. I will be glad to furnish the information if you give 
me time to read this into the record. 

Mr. Rooney. Very well. Suppose you insert it at this point in 
the record. 

Mr. Rizuiey. All right. We will insert it in the record. 

(The information referred to is as follows:) 


Docket No. 6000—CompLIANCE PROCEEDING 
TweENTIETH CENTURY ArR Lings, INc., Et At. 
E-9360 SERVED: JULY 1, 1955 
Decided: July 1, 1955 


Letters of registration as large irregular carriers held by Twentieth Century Air 
Lines, Trans National Airlines, Trans American Airways, and Jacob Freed 
Adelman, d. b. a. Hemisphere Air Transport, ordered revoked for knowing and 
wilful violations of sections 401 (a) and 408 of the Act and Parts 242 and 291 
of the Economie Regulations; respondent carriers ordered to cease and desist 
from engaging in air transportation and from violating the provisions of section 
408 of the Act. 

Respondents Weiss, Fischgrund, Lewin, and Hart individually, and as partners 
in Republic Aircoach System, Twentieth Century Aircraft Co., California Air- 
craft Co., and Standard Airmotive Co., and respondent North American Air- 
coach System, Inc., ordered to cease and desist from violating sections 401 (a) 
and 408 of the Act. 

Respondents Weiss, Fischgrund, Lewin, and Hart found to have acquired control 
of respondents Twentieth Century Air Lines, Trans National Airlines, Trans 
American Airways, and Jacob Freed Adelman, d. b. a. Hemisphere Air Trans- 
port, in violation cf section 408 (a) (5) of the Act. 

Found that respondents Weiss, Fischgrund, Lewin, and Hart and respondents 
Twentieth Century Air Lines, Trans National Airlines, Trans American Air- 
ways, Jacob Freed Adelman, d. b. a. Hemisphere Air Transport, and respond- 
ent North American Aircoach System, consolidated and merged their properties 
into one person for the ownership, management, or operation of properties 
theretofore held in separate ownership, in violation of section 408 (a) (1) of 
the Act. 

Held that respondents, through their combined activities, constituted a single 
integrated air carrier which operated as a partnership or joint venture and 
which engaged in regular air transportation, without a certificate of public cone 
venience and necessity, or other appropriate operating authority, all in violation 
of section 401 (a) of the Act. 

Found that respondents Twentieth Century Air Lines, Trans National Airlines, 
Trans American Airways, and Jacob Freed Adelman, d. b. a. Hemisphere Air 
Transport, both individually and collectively, held out and operated a frequent 
and regular air transportation service in violation of section 401 (a) of the Act 
and Part 291 of the Economic Regulations. 

Respondents Twentieth Century Air Lines, Trans National Airlines, Trans 
American Airways and Jacob Freed Adelman, d. b. a. Hemisphere Air Trans- 
port, found to have regularly provided air transportation to persons who have 
not been sold tickets in accordance with the prescribed regulations and who 
have purchased transportation from ticket agents with whom the carriers had 
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no written agreements, and which agreements, if °.,, were not filed with the 
Board, all in violation of Part 291 and section 242.5 (a) (3) of the Economic 
Regulations and section 401 (a) of the Act 

Respondents’ violations found to have been “knowing and wilful” as charged in 
the complaint and as contemplated by section 9 (b) of the Administrative 
Procedure Act. 

Complaint held sufficient to charge that respondent carriers individually violated 
Part 291 of the Economic Regulations and section 401 (a) of the Act. 

tespondents Weiss, Fischgrund, Lewin and Hart found to have engaged directly 
in air transportation, it appearing that they actually furnished the transporta- 
tion through their own instrumentalities and did not merely undertake respon- 
sibility to see that the transportation would be provided by others, as in the 
case of a freight forwarder or express company. 

Held with respect to Interpretation No. 1 of Part 291 of the Economic Regulations 
that (a) it did not cause any diminution or modification whatsoever in the 
degree of regularity of operations theretofore permitted under the regulation, 
(b) paragraph 8 of Interpretation No. 1 prohibiting combined operations and 
the use of a common ticket agent for such purposes imposed no new require- 
ment, but simply pointed out that a group of carriers could not legally do what 
was prohibited if done by each or any one of them, and (c) the complaint 
herein does not allege any violation of Interpretation No. 1 as such. 

Held that the ticketing and ticket agency provisions in the December 1949 
amendment to Part 291 of the Economic Regulations were rule-making in 
nature, and clearly valid as an exercise of the Board’s powers under sections 
416 and 205 of the Act. 

Held that the December 1949 amendment to Part 291 of the Economie Regula- 
tions, expressly prohibiting combined operations, did not effect a change in 
respondent carriers’ “licenses’’ or require an adjudicatory hearing prior to its 
promulgation. 

Regulations touching upon permissible practices of large irregular carriers with 
respect to ticketing, ticket agents, and combined operations held not to restrict 
fundamental operating authority of such carriers embraced in their licenses. 

Found that respondent carriers did not have, prior to the 1949 amendments to 
Part 291 of the Economic Regulations, established businesses and substantial 
investments on the strength of their original exemptions so as to claim thereby 
an alleged right to a hearing before such original authorizations could be lawfully 
curtailed. 

Held that mergers and consolidations embraced by section 408 (a) (1) of the Act 
do not require a unity of title for the properties involved. 

Held that respondents in this compliance proceeding have no legal right to prior 
or contemporaneous decision on their pending certificate applications. 

Section 408 (e) of the Act held to authorize the revocation of respondent carriers’ 
operating authority for violations of section 408 (a) of the Act. 

tespondent carriers held responsible for the actions of their common ticket agent 
in holding out a frequent and regular air transportation service. 

Respondent carriers held to be in violation of section 291.26 (a) of the Economic 
Regulations, where agreements with sub-agents were not in writing, although 
agreements with general agents were in writing. 

Held that requirement for filing with the Board of written agreements with ticket 
agents is not met by including copies of such agreements in exhibits filed in a 
route proceeding. 

Ticketing requirements of Part 291 of the Economic Regulations found to be 
violated where the tickets sold did not include the name and address of the 
carrier, but where a ‘“‘validator’’ was employed to stamp the ticket of each 
passenger at check-in time at the airport, with the name and address of the 
carrier, 

Where the respondent carriers ignored the enactments of Congress and the regu- 
lations thereunder and through a web of intercompany dealings and technical 
devices attempted to operate a regular scheduled transcontinental air trans- 
portation business without a certificate of public convenience and necessity or 
other appropriate operating authority, held that the violations were so flagrant 
and willful that the sanction of revocation of the carriers’ letters of registration 
should be imposed. 

APPEARANCES: Same as in Examiner’s Initial Decision. 














734 


OPINION 

By THE Boarp: 

In this compliance proceeding instituted upon complaint by the Board’s Office 
of Compliance, the Board is confronted with the question whether it shall call a 
halt to the operations of the so-called ‘‘North American Combine”’ ! for alleged 
knowing and wilful violations of the Act and the Board’s Economic Regulations. 
In general, the complaint charges that the individual respondents Stanley D. 
Weiss, James Fischgrund, Jack B. Lewin, and R. R. Hart, operating through 
various partnerships and corporations, and pursuant to a calculated plan to 
evade and circumvent the law, have conducted operations under the name of 
North American Airlines in violation of the Act and the Board’s Economic 
Regulations. The complaint alleges that the four individual respondents acquired 
control of the four respondent carriers herein (Twentieth Century Air Lines, Inc., 
Trans National Airlines, Inc., Trans American Airways, Inc., and Hemisphere 
Air Transport) in violation of section 408 of the Act and that the individual 
respondents have operated in air transportation without authority from the 
Board, in violation of section 401 (a) of the Act. The complaint further alleges 
that the four respondent carriers have entered into arrangements with each other 
and the other respondents so as to provide a regular and frequent air transporta- 
tion service; have individually engaged in frequent and regular operations; have 
accepted tickets in exchange for air transportation which do not comply with the 
requirements of the Board’s Economic Regulations; and have accepted passengers 
from ticket agents with whom they have not entered into written contracts and 
have failed to file any such agreements with the Board, all in violation of Part 
291 of the Economic Regulations and section 401 (a) of the Act. 

The respondent carriers herein are irregular carriers holding letters of registra- 
tion under Part 291 of the Board’s Economie Regulations. Respondent North 
American Aircoach System is a corporation controlled by the individual respond- 
ents and functions as general agent for the sale of transportation on the four 
respondent carriers. Aircoach sells tickets for such transportation and performs 
other traffic generating services, both directly and through subagents. The 
individual respondents, through the partnerships Republic Aircoach System, 
Twentieth Century Aircraft Co., Standard Airmotive Co., and California Aircraft 
Co., own and lease aircraft to the respondent carriers and perform accounting, 
bookkeeping, financial management and other fiscal services for respondent 
companies. Standard Airmotive Company in which respondents Weiss and 
Fischgrund are equal partners leases aircraft to respondent carriers. 

The respondents deny violating the Act and regulations enumerated in the 
complaint and contend, inter alia, that the regulations are invalid. They also 
deny that the individual respondents acquired control of the four respondent 
carriers, 

After due notice, and public hearing herein, Examiner William F. Cusick 
has issued an Initial Decision in which he finds, inter alia, that (1) the individual 
respondents acquired control of the carrier respondents in violation of section 408 
of the Act during the periods and in the manner alleged in the complaint; (2) 
although the individual respondents have not engaged in air transportation 
directly, these respondents have operated indirectly in air transportation without 
authority and in violation of section 401 (a) of the Act as alleged in the complaint; 
(3) the respondent carriers both individually and collectively held out and operated 
a frequent and regular air transportation service in violation of section 401 (a) of 
the Act and Part 291 of the Economic Regulations in the manner alleged in the 
complaint; (4) the respondent carriers regularly provided air transportation to 
persons who, as alleged in the complaint, have not been sold tickets in accordance 
with the prescribed regulations and who have purchased transportation from 
ticket agents with whom the carriers had no written agreements and which 
agreements, if any, were not filed with the Board, all in violation of Part 291 
and section 242.5 (a) (3) (formerly 242.5 (b) (4)) of the Economie Regulations and 
section 401 (a) of the Act; and (5) the violations ascribed both to the individual 
respondents and to the respondent carriers have been “knowing and wilful’ 
as charged in the complaint and as contemplated by Section 9 (b) of the Admin- 
istrative Procedure Act. 

The Examiner concluded that the letters of registration held by the four carrier 
respondents should be revoked, and that such carriers should be ordered to cease 
and desist from engaging in air transportation and from violating the provisions 


1 As used herein, the Combine embraces all of the respondents in this proceeding, and not merely 
respondents Weiss, Fischgrund, Lewin, and Hart. 
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of section 408 of the Act. The Examiner also concluded that the individual 
respondents ? and North American Aircoach System, Inc., should be ordered 
to cease and desist from violating the provisions of sections 401 (a) and 408 of 
the Act. 

Exceptions to the Initial Decision have been filed by the respondents and the 
Compliance Attorneys,’ and the Board has heard oral argument. The case now 
stands submitted for decision. 

Upon consideration of the entire record, we find that we are in substantial 
agreement with the conclusions of the Examiner. Accordingly, we adopt as our 
own, except as modified herein, the findings and conclusions of the Examiner in 
his Initial Decision, which is attached hereto as an Appendix, 

Throughout this case, respondents have attempted to avoid the consequences 
of their ulegal activities by claiming that there were serious legal doubts as to 
whether their conduct was unlawful; and that in such circumstances there could 
be no knowing and willful violatious, and no appropriate occasion for revoking 
the letters of registration of the individual carriers. We can find no merit in 
these contentions. When we cut through the web of inter-company dealings 
and technical devices employed by the respondents, it is perfectly clear that the 
respondents have attempted to make a mockery of the Board’s regulations and 
to operate without regard for the requirements of the Civil Aeronautics Act. 
No amount of pious protestations by respondents can now obscure the fact that 
they deliberately embarked upon an invoived scheme to operate a regular sched- 
uled transcontinental air transportation business without a certificate of public 
convenience and necessity or other appropriate operating authority. These 
respondents attempted to give a semblance of propriety to their operations by 
using four different letters of registration held by four ostensibly separate and 
independent irregular carriers. But, as the Examiner has so painstakingly pointed 
out, the independence of these companies was nominal rather than real; and the 
alleged owners of these carriers were merely straw men set up to conceal the 
identity of the true owners. In a very real sense, the individual respondents 
herein were puppeteers, manipulating the controls over their different enterprises 
to maintain the appearance of separate operations by each carrier respondent, 
while in fact engaging in regular scheduled air transportation as a single company. 
And now, with the same degree of legal legerdemain employed in constructing 
the North American Combine, respondents have resorted to a multiplicity of 
technical legal arguments in an attempt to escape the consequences of their un- 
lawful activities. The Examiner has fully examined and rejected these argu- 
ments, and we believe his decision is sound. 

A major portion of respondents’ defense to the charges herein revolves around 
the assertion that the regulations found to have been violated by respondents 
were invalid, because promulgated without adjudicatory hearings. Respondents 
thus attack the validity of (a) Interpretation No. 1 to Part 291 of the Economic 
Regulations adopted December 10, 1948, (b) the May 20, 1949, Revision of Part 
291 5 insofar as it subjects irregular carriers to additional provisions of section 
408 of the Act; and (c) the so-called ‘‘ticketing and ticket agency’’ regulations 
(effective December 10, 1949) governing the form of tickets to be used and pro- 
hibiting regular operations through combinations of carriers.6 As the Compliance 
Attorneys have so ably pointed out, the attack upon the validity of the Board’s 
regulations is in reality a smokescreen designed to minimize the contumacious 
conduct of the respondents. For, even if the regulatory provisions in question 
had never been promulgated, the operations of the respondents would clearly have 
been illegal on either of two separate and independent grounds: (1) the respondent 
carriers individually held out and operated regular services in excess of that per- 
mitted by Part 291 of the Economic Regulations and in violation of section 401 
of the Act; and (2) the North American Combine, as demonstrated by the facts 
of record, constitutes a single, integrated air carrier operated as a partnership or 
joint venture,’ and this carrier holds out and operates a regular air service in 
violation of section 401 (a) of the Act. The carrier respondents, to the extent 
that they are viewed as separate legal entities, apart from the individual respond- 


2 In both their individual capacities and as partners in Republic Air Coach System, Twentieth Century 
Aircraft Company, California Aircraft Company, and Standard Airmotive Company. 

§ All parties rely upon their respective briefs to the Examiner. In addition, the Compliance Attorneys 
have filed with the Board a memorandum in support of their exceptions. 

* Regulation No. ER-136, 

5 Regulation No. ER-142. 

6 Regulation No. ER-154. 

7 Even if the Combine were merely an ‘‘association’’, “‘company”’ or other form of “‘person’”’ as defined in 
the Act, it would in our view still be an “‘air carrier’ within the meaning of the Act. 
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ents, are participants in the partnership or joint venture, and are equally respon- 
sible with the individual respondents for the violations of section 401 (a) of the 
Act. Thus, whether we look upon the activities of the respondent carriers indi- 
vidually, or as participants in a partnership or joint venture engaging in regular 
air transportation, it is clear that without regard to the validity of the regulations 
attacked by respondents, these respondents engaged in knowing and wilful viola- 
tions of section 401 (a) of the Act. 

In response to the Examiner’s finding that the respondent carriers individually 
violated Part 291 and section 401 (a) of the Act, respondents repeat here their 
claim to the Examiner that such violations were not charged in the complaint 
and therefore are not properly in issue. In view of this repeated claim of inade- 
quate notice, we have scrutinized the complaint with respect to the charges in 
question. We conclude, as did the Examiner, that the complaint adequately 
apprised the respondents of the charges of violations by the respondent carriers 
individually. The mere fact that the complaint did not include separate calendar 
analyses for each respondent carrier’s operations does not in any way derogate 
from this conclusion. So long as the complaint charged individual violations by 
the carriers, the particular technique used for advancing the charge is immaterial. 

The Compliance Attorneys have excepted to the failure of the Examiner to find 
that the individual respondents engaged directly in air transportation. It is con- 
tended that the record is replete with evidence showing that these respondents are 
engaged directly in air transportation by operating as a single entity under the 
name of North American Airlines. The Compliance Attorneys assert that the 
failure to make the requested finding is inconsistent with other findings of the 
Examiner regarding the organization, operation and control of the Combine. In 
contrast, the respondents except to the finding that the individual respondents 
have operated “indirectly” in air transportation. It is asserted that there is no 
evidence whatsoever of record to support the Examiner’s finding. 

The Examiner had no doubt that the individual respondents were engaged in 
air transportation, but he showed some doubt as to whether they were “directly” 
or “indirectly”? so engaged. Thus, he found, “it is apparent that respondents 
Weiss, Fischgrund, Lewin and Hart are engaged, if not directly at least indirectly, 
in air transportation * * *’.8 And, elsewhere he stated that “although the 
individual respondents may not have engaged in air transportation directly, these 
respondents have operated indirectly in air transportation * * *’’.® 

While we have no disagreement with the underlying findings of the Examiner 
as to the organization, operations, control and ownership of the North American 
Combine and its constituent parts, we conclude that in terms of our statute the 
individual respondents’ role in the Combine amounts to “direct’’ rather than 
‘indirect’? air transportation. These respondents are actually furnishing the 
transportation through their own instrumentalities, and not merely undertaking 
responsibility to see that the transportation will be provided by others, as in the 
case of a freight forwarder or express company. The Examiner appears to have 
viewed the situation in terms of the individual respondents holding out to the 
public an undertaking to provide air transportation, but contracting with others to 
provide the actual transportation. We believe it is more in accord with the facts 
to look upon the Combine as a single integrated carrier which sells and provides 
air transportation. On this analysis, the individual respondents as well as the 
carrier respondents are engaged directly in air transportation. But, however 
viewed, it is plain that the individual respondents are engaging in air transporta- 
tion, and without appropriate operating authority as required by the Act. 

We turn now to respondents attacks upon the validity of Interpretation No. 1 
and the 1949 amendments to Part 291 of the Board’s Economic Regulations. It 
is claimed that these actions by the Board were invalid, because they were not 
accompanied by adjudicatory hearings: that the Board’s actions changed the 
terms of respondent carriers’ existing licenses, and were not a ‘“‘proper or reasonable 
definition” of any provisions contained in the earlier exemption regulations which 
gave rise to respondent carriers’ original licenses. The respondent carriers assert 
that their combined or collective operations were conducted in the same manner 
in which practically all irregular carriers had operated since 1946, and that until 
Interpretation No. 1 and the 1949 regulations were adopted, irregular carriers 
could cooperate in any way they might choose and could all be represented by the 
same ticket agents selling transportation on all such carriers between the same 
points on different days. All these contentions were presented to the Examiner, 
but he fully sustained the validity of the Board’s actions. 

8 Initial Decision p. 65. 

9Id., p. 66. 
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With respect to Interpretation No. 1, the Examiner found that (a) it did not 
cause any diminution or modification whatsoever in the degree of regularity of 
operations theretofore permitted under the exemption, but merely served to 
illustrate the plain limitations of the authority granted to irregular carriers 
operating pursuant to the exemption; (b) paragraph 8 of Interpretation No. 1, 
prohibiting combined operations and the use of a common ticket agent for such 
purposes, imposed no new requirement, for it simply pointed out that a group of 
carriers could not legally do what was prohibited if done by each or any one of 
them; and (c) the complaint herein does not allege any violation of Interpretation 
No. 1 as such. With regard to the May 20, 1949 amendments to Part 291 
(specifically section 291.15 dealing with the scope of exemptions from Title IV 
of the Act), the Examiner pointed out that their validity has no bearing on the 
violations of section 408 charged to the respondents, since even prior to such 
amendments, the regulations did not grant any exemption from section 408 (a) (1) 
or (5) of the Act with respect to irregular carriers in relation to “any person 
engaged in any other phase of aeronautics’, e. g., the individual respondents. 
In regard to the ticketing and ticket agency provisions in the December 1949 
amendment to the regulations, the Examiner found these actions to be rule making 
in nature; of general applicability to all irregular carriers; prospective in effect; 
and clearly valid as an exercise of the Board’s powers under sections 416 and 205 
of the Act. With all of these conclusions of the Examiner, including his reasons 
therefor, we agree. 

The respondents have attempted to paint a picture of arbitrary administrative 
action by the Board designed to cut off legitimate and essential operating prac- 
tices by irregular carriers. But this picture is a far cry from the real situation. 
In point of fact, irregular carriers were never intended to, and never have had the 
right to hold out or operate regular services, whether alone, or in concert with 
others. To be sure, the matter of combined operations was specifically adverted 
to in Interpretation No. 1 and in the ticket agency regulation; but far from amend- 
ing or curtailing the carriers’ operating authority, these pronouncements against 
combined operations were merely a clarification or interpretation of existing law. 
And in the light of the background and purpose of the exemption regulation, we 
believe there is no room for doubt as to the reasonableness or correctness of this 
interpretation. A contrary interpretation of the exemption regulation would be 
unthinkable, since it would subvert the entire purpose of the regulation. It is 
manifest that the Board would not restrict more than one hundred individual 
carriers to irregular operations while at the same time allowing them to band 
together and establish any number of regular air carriers blanketing the nation’s 
certificated air routes. Yet respondents are essentially making such a claim here. 
We feel it has always been obvious that the exemption regulation did not permit 
regular service through combined operations. 

Even if the Board’s 1949 prohibition against combined operations constituted 
& new requirement and was not merely interpretative of existing law, it does not 
follow that the new requirement effected a change in respondent carriers’ ‘‘license,”’ 
and that an adjudicatory hearing was required.'!° We do not agree with re- 
spondents’ claim that the 1949 prohibition against combined operations (as well 
as the new requirements as to ticketing) effected any change in the respondent 
carriers’ ‘licenses’. It is true that the prohibition against combined operations 
(assuming arguendo it was new) placed new restrictions on the way irregular 
carriers could do business—but that does not mean that the ‘‘licenses’’ as such were 
changed. The fundamental operating authority of each irregular carrier—as to 
points to be served, and as to frequency of permissible operations—remained the 
same. ‘Thus, while the prohibition touched upon permissible practices of irregular 
carriers, it did not go to the basic operating authority which was embraced by the 
license. And this is true, even though the new requirements might have had a 
substantial financial impact upon the business of respondent carriers. The scope 
of the carriers’ licenses is determined by their basic operating authority regarding 
points authorized to be served and frequency of permissible service, and not by the 
extent to which certain practices in connection therewith may be profitable or not. 
In other words, even if we accept respondent carriers’ claims that combined 
operations were essential to profitable operations by them (which the record does 





10 Of course the ticketing requirements in the 1949 regulations were new requirements, but clearly within 
the rule making authority of the Board. Arrow Airways v. C. A. B., Civil Action No. 4502-50, decided 
December 4, 1950, by the United States District Court for the District of Columbia (not reported). 

11 It has been our position that licensing by regulation under section 416 (b) is essentially a legislative 
rather than an adjudicatory function and that changes in the terms of such licenses may properly be effected 
by rule making procedures. But in the present case, it is not necessary to rely on that position. 
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not support), It does not follow that a regulation prohibiting combined opera- 
tions by irregular carriers effected a change in respondent carriers’ licenses. 

In any event, with respect to the respondent carriers here involved, they did 
not have, prior to the regulations here involved, established businesses and 
substantial investments on the strength of their original exemptions that might 
entitle them under the so-called ‘3 and 8” case 8 to a hearing before such original 
authorization could be curtailed. As the Compliance Attorneys point out, Trans 
American is precluded from raising this issue since it was a party to earlier litiga- 
tion in which the validity of the regulations in question was judicially upheld by 
the United States District Court for the District of Columbia.“ Hemisphere 
did not even have any aircraft under lease in 1949; it did not engage in any 
operations prior to June 1950. Twentieth Century truly operated an irregular 
service from April 25, 1947, the date of its agreement with the Board to cease 
and desist, through 1949; there is no evidence that during that period the carrier 
pooled flights with any other carrier; and during 1950, Twentieth Certury did 
not conduct any operations. Trans National only operated one flight from 
June 1, 1948 through March 31, 1949, and on October 12, 1949, Trans National’s 
president denied an allegation by the Office of Enforcement on September 6, 1949 
that Trans National had operated a combined service with Associated Airways, 
Inc., beginning on July 22, 1949; and during the first six months of 1950, the 
record shows that Trars National operated only a total of five flights. Thus, as 
a practical matter the 1949 regulations in question were effective before respondent 
carriers undertook their combined operations and substantial investments in 
reliance thereon.'® Therefore, even in terms of the so-called ‘3 and 8” case, no 
adjudicatory hearing was necessary for promulgation of the 1949 regulations 
insofar as the respondent carriers are concerned.!® 

Turning to the alleged violations of section 408 of the Act, the Examiner found 
that the individual respondents knowingly and wilfully violated sections 408 (a) (1) 
and 408 (a) (5). The Compliance Attorneys have excepted to the failure of the 
Examiner to find specifically that the carrier respondents violated section 408. 
The exceptions point out that although the ultimate findings in the Initial Deci- 
sion call for revocation of the respondent carriers’ letters of registration and for 
cease and desist orders against engaging in air transportation and ‘‘violating the 
provisions of section 408,” no specific finding, as such, was made that the four 
respondent carriers violated section 408. It is pointed out that the individual 
respondents were found to have acquired control of the respondent carriers in 
violation of section 408, and it is contended that when such acquisition occurred, 
the properties of all were merged into one integrated organization for the owner- 
ship, Management, and operation of the com panies which had heretofore been in 
separate ownership and operations. Such merger of these individual entities, it 
is contended, constitutes a violation of section 408 (a) which states in part: 

“Tt shall be unlawful unless approved by order of the Board * * * (1) For two 
or more air carriers, or for any air carrier and any other common carrier or any 
person engaged in any other phase of aeronautics, to consolidate or merge their 
properties, or any part thereof, into one person for the ownership, management, or 
operation of the properties theretofore in separate ownerships.” 

Respondents argue that section 408 (a) (1) can be violated only through con- 
solidation or merger accomplished by unity of title, and that there is no basis in 
the record for any affirmative finding of such unified or integrated ownership. 
As distinguished from the language of all the other subsections of 408 (a), it is 





12 As the Examiner noted, there was considerable testimony by large irregular carriers showing that 
operations in accordance with the requirements of the Board’s regulations was economically feasible. 

8 C. A. B. v. American Air Transport, 201 F. 2d 189 (C. A. D. C. 1952). 

14 Arrow Airways v. C. A. B., Civil Action No. 4502-50, decided December 4, 1950 (not reported). In 
Docket No. 4161, Trans American consented to the issuance against it of an order requiring it to cease and 
desist from participating in arrangements with any other carriers to hold out or operate regular service in 
air transportation between designated points. 

18 Cf, Cook Cleland Catalina Airways v. C. A. B., 195 F. 2d 206 (C. A. D. C. 1952). 

16 In their attack upon the validity of the Board’s regulations, respondents also claim that they were denied 
a fair hearing as a result of rulings by the Examiner and the Board with respect to the production of evidence 
relating to internal staff memoranda and staff opinions. This problem was fully dealt with in our Orders 
Nos. E-8517 and E-8559, dated July 15 and August 13, 1954, systaining certain rulings by the Examiner, 
ans we see no reason for altering our interlocutory decision on this matter. We are satisfied that respond- 
ents were accorded a fair hearing in their attack upon the validity of the Board’s regulations. With respect 
to the Board’s rulings regarding the requested material, respondents contend, inter alia, that ‘‘neither the 
Examiner nor the Board examined the material requested”’; that the Board ‘‘has voluminous analyses and 
studies, based on facts collected over a period of years covering irregular operators’’; and that ‘‘for present 
purposes, we may assume that the Board hasa study which was made for the specific purpose of determining 
what operating practices or irregular carriers were essential to their continued profitable operation.” The 
Board has caused a search to be made of its files, and we have been unable to discover (apart from materials 
published or otherwise available to the public, of course) any such analyses or studies whose existence 


respondents wish to assume. 
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pointed out that 408 (a) (1) is quite distinct in terminology in that the words 
“control’’ or the phrase ‘‘acquisition of control’? do not appear. Respondents 
claim that the terms ‘‘consolidation”’ and ‘‘merger’’ as used in 408 (a) (1) are words 
which in normal parlance connote a unity of ownership, and that this was the 
intended meaning appears from the fact that the individual entities taking the 
action mentioned in 408 (a) (1) must have been ‘“‘theretofore in separate owner- 
ships.”” So far as the subsection refers to merger or consolidation for the owner- 
ship, management, or operation, it is argued that this must simply be taken as 
referring to the purpose for which, not the means or methods by which, the 
merger or consolidation was accomplished. 

To buttress this line of argument, respondents refer to the comparable pro- 
visions of the Interstate Commerce Act (49 U. 8. C. 5 (2) (a) (i)) to show that 
acquisition of control is something quite different from consolidation. And, it 
is claimed that there is nothing to indicate in the later enactment of the cor- 
responding provisions of the Civil Aeronautics Act, “which was obviously bor- 
rowed” from the Interstate Commerce Act, that any substantial change in meaning 
was intended “by the minor changes in terms.”’ 

‘he respondents diligently avoid a comparison of the so-called “minor changes 
in terms” and it is here that a major flaw in their argument appears. Whereas 
the Interstate Commerce Act speaks in terms of a consolidation or merger of 
properties “into one corporation,” the Civil Aeronautics Act uses the phrase 
‘into one person’; and the term “person” is broadly defined in section 1 (27) 
of the Act to embrace “any individual, firm, copartnership, corporation, com- 
pany, association, joint-stock association, or body politic * * *.”’ Thus, our 
statute covers not merely the consolidation or merger of properties into “one 
corporation,”’ but into any one entity, whether it be a corporation, copartnership, 
association, company, or the like. Furthermore, our Act speaks of consolidation 
or merger of »roperties into one person for “ownership, management or opera- 
tion” of the properties—the Act uses the disjrnetive “or” rather than “and” 
found in the Interstate Commerce Act. Thus, the merger or consolidation of 
the properties may be merely for the ‘‘operation’”’ of the properties by a single 
person, as distinguished from ‘ownership’? by that person. We are unable to 
ignore this significantly broader language in our Act, especially where, as here, 
the broader language helps to fulfill the basic objectives of section 406. We 
therefore constrie section 408 (a) (1) as not requiring a unity of title as contended 
for by respondents. 

We have already found that the respondents, in establishing and operating 
the North American Combine, gave rise to a single integrated air carrier operated 
as a partnership or joint venture. To this extent, the respondents consolidated 
or merged their properties ‘‘into one person for the ownership, management, or 
operation of the properties theretofore in separate ownership.’’ Since the 
respondent carriers participated in such merger or consolidation, they as well as 
the individual respondents violated section 408(a)(1) of the Act and we so find. 

In summary, the record supplies multiple independent bases for revoking the 
respondent carriers’ letters of registration: (a) participation as partners or joint 
venturers in a Combine which engaged in direct, regular and frequent air trans- 
portation without authority from the Board, in violation of Part 2°1 and section 
401(a); (b' consolidating or merging properties into one person in violation of 
section 408(a)(1) of the Act; (c) individually as well as collectively holding out 
and operating regular and frequent air transportation services in violation of 
Part 291 of the Economic Regulations and section 401(a) of the Act; (d) accepting 
tickets in exchange for air transportation which did not comply with the require- 
ments of Part 291, accepting passengers from ticket agents with whom they did 
not enter into written contracts, and failing to file any such agreements with the 
Board, all in violation of Part 291 of the Economie Regulations. In the circum- 
stances of this case, any one of the four categories of violations listed above justify 
the sanction of revocation; and, taken together, they make revocation inevitable. 

Respondents argue that their situation is analogous to that of the irregular 
cargo carriers who were granted a broader exemption as noncertificated cargo 
carriers in May 1947, permitting them to operate regular services pending action 
upon their certificate applications.” But what respondents ignore is the fact 
that unlike the cargo situztion, where the broader exemptions were deemed 
necessary to insure survival of the cargo carriers until certification proceedings 
could be held, in the transcontinental coach field the Board has already completed 
proceedings on applications for certificated regular coach service, and indeed 


” Regulations Serial No. 389, adopted May 5, 1947. 
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denied an application by respondent Trans American." Thus, it is plain that the 
treatment of the cargo carriers has no relevancy here. Moreover, we must at all 
times bear in mind that the Board’s action in the instant case can come as no 
surprise to respondents who had ample warning of the Board’s policy as reflected 
in the revocation of the letters of other irregular carriers, particularly those of 
Viking Airlines and Standard Airlines with which the individual respondents 
herein were previously identified. 

Respondents urge that they have been deprived of procedural due process, 
They contend that the Examiner arbitrarily and “in serious abuse of his dis- 
cretion as a judicial type officer, failed and refused to consider his Initial Decision 
in the New York-Chicago Service Case, Docket No. 986, in which these respondents 
are applicants for certification’; that the Examiner “deliberately, either on his 
Own initiative or because of covert and undisclosed instructions from higher au- 
thority within the Board’’, withheld all action on the certification proceeding and 
“deliberately handled this revocation proceeding out of its proper order, thus 
creating a situation designed to result in Board action on the question of viola- 
tions contained in this proceeding long prior to Board action on the public interest 
aspects of respondents certificate application.’”’ It is perfectly clear that the 
merits of respondents’ applications in their certificate proceedings have no rele- 
vance whatsoever to this compliance proceeding; and that as respondents in a 
compliance proceeding, they have no legal right to prior or contemporaneous de- 
cision on their certificate applications. Apparently, respondents assume that 
by filing applications for certificates in route proceedings, they can, regardless of 
the outcome of such proceedings, buy additional time for continuing their unlawful 
activities. We find respondents’ claimed deprivation of due process to be com- 
pletely without substance. 

By the same token, we see no substance to respondents’ attempt to try in this 
proceeding the so-called public interest aspects of their air transportation service. 
Respondents claim in mitigation of the violations that their operations have 
“harmed no one, benefited everyone’’; and that “since 1946” these respondents 
through the championing of air coach operations, “have in fact been one of the 
most important favorable influences in the development of this country’s air 
transport system as it exists today.’’ They recognize that revocation would 
result in successful enforcement of the Board’s regulations and thereby maintain 
the integrity of the Board’s processes, but they argue, inter alia, that (1) monopoly 
would be fostered in air transportation, (2) “the most potent factor contributing 
to probable future development of economically sound low-fare transportation 
in the continued interests of the entire industry and of the public would be killed’, 
and (3) the Board would be denied an opportunity to reappraise effectively its 
policies with respect to right of entry of new operators in the air transportation 
industry. 

Viewed in their proper perspective, these claims (which we do not concede 
as correct) demonstrate, from a different aspect, the respondents’ disregard, 
indeed contempt, for the law—whether it be a statute of Congress, or regulations 
adopted pursuant thereto. Since respondents disagree with the policies heretofore 
adopted by the Board, and embodied in regulations and decisions of the Board, 
they apparently feel free to ignore the enactments of Congress and the regulations 
thereunder in order to vindicate their own conceptions of sound air transport 
policy. Indeed, by referring to their activities as early as 1946, respondents are 
in effect flaunting the fact that they were responsible for the activities of Standard 
Airlines, Ine., and Viking Airlines, whose letters of registration as large irregular 
carriers were revoked for knowing and wilful violations of the Act. 

Even if we were to assume that the Board’s poticies have been unsound (and 
we make no such concession) it would be unthinkable to allow these respondents, 
or any other private parties, to take matters into their own hands, and have us 
condone such action. The plain fact is that Congress has enjoined anyone from 
engaging in air transportation without a certificate of public convenience and 
necessity or other appropriate operating authority from the Board. Respondents 
have flagrantly and wilfully ignored the statutory plan. Unless and until the 
Board alters the regulations here involved, or the Congress directs a new policy, 
we are dutybound to preserve the integrity of our processes, and the statutory 
plan that has been entrusted to us for administration. After all, Congress has 
delegated to this Board, and not to respondents, the administration of the Civil 
Aeronautics Act. 


18 Transcontinental Coach-Type Service Case, 14 C. A. B. 720 (1951). It is interesting to note that the sale 
of all of Trans American’s stock to Maurice Swidler, which resulted in beneficial ownership and control of 
that carrier by the individual respondents herein, occurred on November 7, 1951, the very date upon which 
Trans American’s certificate application was denied by the Board. 





We cannot stress too strongly the importance of enforcing the requirements of 
our Act and the rules and regulations issued thereunder. The administration of 
the Civil Aeronautics Act is necessarily dependent upon detailed regulations which 
reach into virtually every facet of an air carrier’s operations. If the respondents 
herein are permiited to ignore the Board’s regulations with impunity, it will be 
difficult to expect that other air carriers will not follow suit, and the inevitable 
result will be a weakening of the whole regulatory structure which has taken 
years to build. Furthermore, it must be borne in mind that the regulations of the 
Board extend not only to economic matters, but to safety as well. And while the 
current proceeding does not involve safety violations, it must be apparent that 
disregard of the Board’s economic regulations cannot be condoned without 
running the risk that general respect for the Board’s safety regulations also will 
be placed in jeopardy. In these circumstances, we feel compelled to take the 
firm action embodied in this decision. On this record, the Board finds that no 
sanction short of revocation would be sufficient to assure compliance with the law. 

The dissent refers to “the Board’s continued and adamant refusal even to meet 
with this carrier in conference to explore possible terms of settlement of the case 
and return to full compliance on the part’’ of the respondent carriers. This 
reference to the matter of settlement implies that the Board has been so unwilling 
to consider settlement as to refuse to discuss it. The fact is, however, that we 
have entertained, and after careful consideration rejected, several offers of settle- 
ment for good and sufficient reasons. The inadequacies of these settlement 
proposals are reflected in our letters rejecting them and we are attaching those 
letters as an appendix hereto. The last of these letters, dated June 28, 1955, fully 
explains the Board’s reasons for refusing to hold a conference and no useful 
purpose would be served in repeating them here. 

With respect to the sanctions we are imposing, the dissent recommends “divest- 
ment and sanctions” as opposed to revocation, and in general asserts that the 
remedy we are employing is too harsh even though the violations involved are 
wilful. As noted previously, we are convinced that there is no alternative to 
revocation in order to bring respondents into compliance with the Act and our 
regulations. The reference to ‘‘divestment and sanctions’ by the dissent is 
significant for its complete lack of specificity as to what these sanctions should be 
and how they could be expected to be effective in relation to the respondents here 
involved. It must not be forgotten that Trans American is already the subject 
of a consent cease and desist order;!* respondents Weiss and Fischgrund were 
identified with Standard Airlines, Inc., whose letter of registration was revoked 
for knowing and wilful violations of the Act, and respondents Lewin and Hart 
were identified with Viking, whose letter of registration was also revoked for 
knowing and wilful violations. In this context, and taking into account the 
character and scope of the respondents violations as shown by the facts of record 
in this proceeding, we believe that any attempt to achieve compliance through 
sanc.ions short of revocavion would be an idle and vain gesture. 

We have considered the respondent’s exceptions to the Initial Decision and do 
not find that any of them should be sustained. In view of all the foregoing and 
all the facts of record, we find: 

1. That respondents Stanley D. Weiss, James Fischgrund, Jack B. Lewin and 
R. R. Hart acquired control of respondents Twentieth Century Air Lines, Inc., 
Trans National Airlines, Inc., Trans American Airways, Inc., and Hemisphere 
Air Transport in violation of section 408 (a) (5) of the Act, during the periods and 
in the manner alleged in the complaint. 

2. That respondents Weiss, Fischgrund, Lewin and Hart and respondents 
Twentieth Century Air Lines, Inc., Trans National Airlines, Inc., Trans American 
Airways, Inc., Hemisphere Air Transport and North American Aircoach System, 
Inc., without Board approval, have consolidated and merged their properties into 
one person for the ownership, management or operation of properties theretofore 
held in separate ownership, thereby violating section 408 (a) (1) of the Act. 

3. That respondents Weiss, Fischgrund, Lewin and Hart individually, and as 
partners in Republic Aircoach System, Twentieth Century Aircraft Company, 
California Aircraft Company and Standard Airmotive Company, and respondents 
Twentieth Century Air Lines, Inc., Trans National Airlines, Inc., Trans American 
Airways, Inec., Hemisphere Air Transport and North American Aircoach System, 
Inc., through their combined activities, constituted a single integrated air carrier 
which operated as a partnership or joint venture and which engaged in regular air 
transportation without a certificate of public convenience and necessity or other 
appropriate operating authority, all in violation of section 401 (a) of the Act. 


* Order. No. E-6748, adopted August 28, 1952. 
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4. That the respondents Twentieth Century Air Lines, Inc., Trans National 
Airlines, Inc., Trans American Airways, Inc., and Hemisphere Air Transport 
collectively held out and operated a frequent and regular air transportation 
service in violation of section 401 (a) of the Act and Part 291 of the Economic 
Regulations in the manner alleged in the complaint. 

5. That respondents Twentieth Century Air Lines, Inc., Trans National 
Airlines, Inc., Trans American Airways, Inc., and Hemisphere Air Transport 
individually held out and operated a frequent and regular service in violation of 
Part 291 of the Board’s Economic Regulations and section 401 (a) of the Act, as 
alleged in the complaint. 

6. That respondents Twentieth Century Air Lines, Inc., Trans National Airlines, 
Inc., Trans American Airways, Inc., and Hemisphere Air Transport have regularly 
provided air transportation to persons who, as alleged in the complaint, have not 
been sold tickets in accordance with the prescribed regulations and who have 
purchased transportation from ticket agents with whom the carriers had no written 
agreements, and which agreements, if any, were not filed with the Board, all in 
violation of Part 291 and subsections 242.5 (a) (3) (formerly 242.5 (b) (4) of the 
Economic Regulations) and section 401 (a) of the Act. 

7. That the violations ascribed to all the respondents herein have been ‘“‘knowing 
and wilful’ as charged in the complaint and as contemplated by Section 9 (b) 
of the Administrative Procedure Act. 

8. That the letters of registration of Twentieth Century Air Lines, Inc., Trans 
National Airlines, Inc., Trans American Airways, Inc., and Jacob Freed Adelman, 
d/b/a Hemisphere Air Transport, should be revoked and that said carriers should 
be ordered to cease and desist from engaging in air transportation and from 
violating the provisions of section 408 of the Act. 

9. That respondents Stanley D. Weiss, James Fischgrund, Jack B. Lewin and 
R. R. Hart, individually, and as partners in Republie Aircoach System, Twentieth 
Century Aircraft Company, California Aircraft Company and Standard Airmotive 
Company, and the respondent North American Aircoach System, Ince., should 
be ordered to cease and desist from violating the provisions of sections 401 (a) 
and 408 of the Act. 

An appropriate order will be entered. 

Rizlev, Chairman, Lee, Gurney, and Denny, Members of the Board, concurred 
in the above opinion. Adams, Vice Chairman, filed the attached concurring and 
dissenting opinion. 

ApaAms, VICE CHAIRMAN, CONCURRING AND DISSENTING: 

I concur with the majority findings that the respondents have willfully violated 
Part 291 of our Economic Regulations, particularly regarding our rules against 
the operation by an irregular carrier of frequently scheduled flights. In view of 
these violations I agree that some drastic sanction against the four holders of 
letters of registration—Twentieth Century Air Lines, Inc., Trans National Air- 
lines, Inec., Trans American Airways, Inc., and Hemisphere Air Transport—is in 
order, but I do not agree that the only proper sanction in this case is revocation 
of those letters of registration. I dissent from the majority’s refusal to accept 
any settlement short of outright and complete revocation no matter how stringent 
the sanction might be;—particularly since the majority has refused even to confer 
with officials of North American Airlines (the name under which respondent 
carriers operated) regarding a possible settlement. 

I should like to make it clear at the outset that my basic difference with the 
majority here is one of long standing, which transcends this particular enforcement 
action. It involves a difference in understanding as to the relative importance to 
be attached to this Board’s promotional and developmental responsibilities as 
compared with our regulatory duties. As will be pointed out later, I have on 
various occasions, particularly in the low fare air coach field, felt that the Board 
has minimized its promotional responsibilities to the detriment of the traveling 
public; and yet paradoxically enough, we have stressed these same promotional 
and developmental responsibilities m the air cargo field to the best interests of the 
shipping public. I have never been able to understand this fluctuating policy 
and I take this opportunity to make one further plea for a somewhat fairer and 
more consistent evaluation by my colleagues of the Board’s overall responsibility ; 
and a more tangible application of our promotional efforts in the best interests 
of the traveling public—the users who still contribute more than ninety percent of all 
airline revenues to our domestic airlines. 

I am convinced that considerations of both airline service and airline prices 
to the traveling public should persuade this Board to settle this enforcement case 
on some terms short of outright revocation of the letters of registration of re- 
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spondent carriers, Twentieth Century, Trans National, Trans American and 
Hemisphere. I base this conviction upon the benefits to the traveling public 
which have resulted from their providing a needed competitive spur to our cer- 
tificated trunklines in offering coach service to the public at low fares. For 
their willful violations, the carrier should be penalized, but it does not follow, to 
my mind, that North American should be completely eliminated from the low 
fare non-scheduled airline industry. 

As I shall point out later, the Board’s entire air cargo program has consistently 
stressed our developmental responsibilities in the public interest and has done 
so in the face of operations by certain carriers which have at times without ques- 
tion violated our regulations. Similarly, in the Territory of Hawaii, this Board 
certificated a carrier for passenger and cargo service on a regularly scheduled 
basis in spite of the fact that that carrier had been found in a court proceeding 
to have violated provisions of our Civil Aeronautics Act.!. The Board neverthe- 
less awarded the certificate, and later expanded it to permit carriage of mail in 
addition to passengers and property, on the grounds that the public need for the 
carrier’s service outweighed the illegal nature of its former operations (consisting 
primarily of too-frequent service). 

Despite such clear testimony of the Board’s power and willingness in the past 
to stress its promotional responsibilities (and on occasion to minimize its regula- 
tory duties) in the interests of the public, the majority in this case now before us 
nevertheless chooses to preserve at all costs the sanctity of our regulations, the 
“integrity of our processes’, and states that ‘‘we see no substance to respondents’ 
attempt to try in this proceeding the so-called public interest aspects of their 
air transportation service”? 

I cannot so lightly dismiss from my own consideration of this case these public 
interest factors since apparently my view of the importance to be accorded the 
publie interest in this case and in past cases differs sharply with that of the 
majority. This is the very crux of my disagreement. I believe that a proper 
fulfillment of the objectives laid down for us by the Congress in section 2 of our 
Act requires that we promote, develop and encourage air transportation as well 
as controlling it and regulating it—but in exercising any of these powers we must 
have the public interest uppermost in our minds. 

It is interesting to note the great stress recently placed on the importance of 
these very public interest factors by the United States Court of Appeals for the 
District of Columbia Circuit. The case involved issues of possible unfair com- 
petition in our industry and North American Airlines, the respondent before us 
here, was the petitioner before the Circuit Court. A majority of this Board 
had denied North American’s application for authority to engage in air trans- 
portation under the name indicated and had ordered North American to cease 
and desist from operating under any name containing the word ‘‘American.”’ 
The Court found, of course, that the Board had erred in atte mpting to protect a 
name monopoly by employing the vast force of the United States in its support. 
The Court pointed out that such an attempt was “far outside the scope of powers 
entrusted to the Board,’’ and concluded its opinion in the following language: 

“Given an order in a case which falls within the standards of illegality thus 
connoted, with adequate explanation of the reasons why the public interest demands 
such an order, and a determination based upon adequate supporting evidence that 
the respondent has engaged in the conduct to be condemned, we will sustain the 
Board. This is not such a case, and when as a matter of law we so conclude, it 
is our duty to set aside the Board’s order. 

“We do so.” 

[Emphasis added.] 

It seems to me that a parity of reasoning supports my dissenting position in 
this case now before us. Can this Board, consistent with the Civil Aeronautics 
Act’s policy declarations stressed so heavily by Circuit Court, refuse to consider 
as mitigating circumstances here the substantial benefits to the public interest 
which North American’s operations have brought about? I do not think so, 
and in the balance of this dissent I propose to point out in more detail the basis 
for my position. 

I shall first discuss the ways in which the present majority action is inconsistent 
with the public interest and how this action is simply a part of a pattern which 
reflects earlier decisions of a majority of the Board which in similar fashion 


1 Hawaiian Intraterritorial Service, Docket No. 2390, et al., decided November 29, 1948, 10 CAB 62. 

2 Majority Opinion, page 18. 

3 United States Court of Appeals for the District of Columbia Circuit; No. 12041, North American Airlines, 
Inc., Petitioner v. Civil Aeronautics Board, Respondent, American Airlines, Inc., Intervenor, decided 
June 23, 1955. 
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minimized the interests of the traveling public and overemphasized this Board’s 
restrictive powers of control and regulation. I shall then mention those cases in 
which the Board has followed a more enlightened policy of promotion and devel- 
opment in the best interests of the users of air transportation. My theme is, of 
course, that this more enlightened policy is that which we should adopt in this 
case. 

I should like to stress at the outset that not the least unfortunate aspect of 
this entire case is the Board’s continued and adamant refusal even to meet with 
this carrier in conference to explore possible terms of settlement of the case and 
return to full compliance on the part of Twentieth Century, Trans National, 
Trans American and Hemisphere. My dissent, however, is based on much more 
than the short shrift which the majority has given to North American’s many 
futile requests for a conference. I view the present North American Enforce- 
ment Case as simply another in a series of matters which can and should be 
decided in the best interests of our traveling public if we, as a matter of policy, 
wish to stress our promotional and developmental obligations; or which can be 
decided otherwise if we are overly concerned with exercising our regulatory 
powers. The majority, I believe, has adopted the latter course and certainly 
from the standpoint of the traveling public, either servicewise or pricewise, this 
decision is an unfortunate one. 

All of the benefits to the public interest resulting from Twentieth Century, 
Trans National, Trans American and Hemisphere low fare air coach service over 
the past several years cannot of course be measured exactly. Included in these 
benefits nevertheless would obviously be the low cost air service utilized by the 
hundreds of thousands of passengers which these non-scheduled operators carried 
each year for the past eight years. Of perhaps even greater significance, however, 
is North American’s indirect contribution consisting of the stimulus it provided 
in hastening the day of general low fare air coach operation. I feel that the 
holders of letters of registration operating under the name of North American 
are entitled to have these benefits carefully weighed by the Board in this case 
along with our consideration of their violations of our Economic Regulations. 

Aside from the matter of air coach service, we should also consider the very 
important question of the fares charged our air coach passengers. If the letters of 
registration of Twentieth Century, Trans National, Trans American and Hemis- 
phere are revoked through the present majority action, it must be admitted that 
from a price standpoint the air travelers in this country will have lost one of 
their strongest and most consistent allies. This, I believe, is amply demonstrated 
by the fares which North American has always advocated—and which, inci- 
dentally, are well below other published fares. North American offers an $88.00 
one-way and a $160.00 round-trip fare to our transcontinental travelers. 

It may be argued that we at the Board, having control over all domestic air 
fares, can see to it that our U. S. air travelers are adequately protected, whether 
or not the present respondents and other irregular carriers are allowed to survive. 
Perhaps we Board members can do so, but the record of a majority of this Board 
in the air fare field for the past 17 years provides little support for the hope that 
@ majority of us will actually do so. In its entire existence this Board has not yet 
conducted a judicious investigation of air fires in the interests of the traveling public. 

This Board’s record in the air fare field—an unenviable one from our travelers’ 
standpoint, at least—is clearly shown by its majority decisions of April 1952 and 
May 1953. In the first of these (Order Serial No. E-6305, adopted April 9, 1952) 
the Board levied upon the traveling public an additional $1.00 charge on every 
ticket sold—a charge which amounted in the aggregate to an additional levy on 
the traveling public of some $16,000,000 at that time and which, of course, based 
on traffic increases since then, would approximate $20,000,000 in 1954. As I 
pointed out in a dissenting opinion, this additional charge was authorized with no 
hearing at all and was based upon only the most superficial of anclyses. 

The one worthy feature of the Board’s April 1952 decision was the institution 
of a general passenger fare investigation; but only a year later (Order E-7376, 
decided May 14, 1953), the Board terminated this investigation (again, as pointed 
out in my dissenting opinion, for insufficient cause) in the face of a prior 15-year 
period of Board inactivity ‘ relative to the fares charged our airline travelers. In 
light of these actions taken by a majority of this Board, I feel that our United 
States airline travelers can take small comfort in our duty or willingness to pro- 
tect their interests in low fare mass air transportation. By the same token, with 
this Board record before me, I cannot bring myself in the instant case to ignore 
our air travelers’ interests in low air fares in order to exercise my restrictive 
regulatory power as a Board member. 


4 See pages 6-10 et seq. of my dissenting opinion for support of this statement. 
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I do not propose in this dissent to deal with all those cases decided by a Board 
majority on the basis of what I regard as an unduly restrictive concept of our 
duties under the Act to promote air transportation in the public interest.6 Nor 
do I mean to imply that this restrictive policy has been consistently applied in all 
cases contrary to the best interests of all users of air transportation. The Board’s 
liberal treatment and solution of the air cargo problem over the past several years 
epitomizes the more enlightened type of regulation and development which should 
be used here and which should have been utilized by the Board in earlier cases 
in the air fare field.® 

These Board decisions in the air cargo field amply demonstrate, it seems to me, 
that there is adequate Board precedent, at least relative to the shipping public, 
for us here to decide the case now before us with the interests of the traveling public 
uppermost in our minds. Further precedent for my position is found in this 
Board’s decision in the Hawaiian Intraterritorial Case already cited; and of 
perhaps even greater significance is the very recent Circuit Court decision in the 
North American Name Case which reversed a Board majority decision basically 
on the ground that the public interest had not been properly considered by that 
majority. 

I can find no evidence in the present record that an adoption of my recommended 
decision of divestment and sanctions as opposed to revocation would result in any 
harm whatsoever to a significant portion of the public or to any segment of the 
certificated industry. Were the Civil Aeronautics Board to penalize severely 
Twentieth Century Air Lines, Trans National Airlines, Trans American and 
Hemisphere Air Transport for their willful violations of our economic regulations, 
but yet enable them to survive, no one that I know of would be harmed to any 
extent, but for the reasons I have indicated, our traveling public would undoubtedly 
continue to receive substantial benefits from a legal operation by these holders of letters 
of registration. 

{s] Josep P. ApAms 


APPENDIX A 


Docket No. 6000 


The examiner’s initial decision referred to herein is not attached to this copy 
because of the wide circulation given at the time of its release. The initial 
decision is attached to the original of the Board’s opinion and to the official 
copies in the Board’s files and may be examined there. It will also be printed 
as part of the official Civil Aeronautics Board reports. 


APPENDIX B 
FEBRUARY 26, 1954. 

Mr. Harpy K. Macuay, 

1317 F Street NW., Washington, D. C. 
Mr. JacoB FREED ADELMAN, 

60 East 42d Street, New York 17, N. Y. 
Mr. JoserH C. O’ MAHONEY, 

236 Southern Building, Washington, D. C. 

Gentlemen: In accordance with rule 215 of the Board’s rules of practice the 
Board has considered the offer of settlement presented by the respondents in the 
Nerth American Airlines enforcement proceeding, docket No. 6000. The offer 
is set forth in a proposal for settlement dated February 19, 1954, and filed with 
the Board on that date. The Board has also considered the memorandum in 
support of recommendation that proposal for settlement be rejected, filed by the 
Office of Compliance on February 23, 1954. 

Under rule 215 of the Board’s rules of practice the offer of settlement should 
have been submitted first to the Chief of the Office of Compliance for its considera- 
tion in accordance with the provisions of that rule. However, by the memoran- 


’ 
But see Transcontinental Coach-Type Service Case, Docket No. 3397, et al., decided November 7, 1951 
pages 9-11 for other statements of such policy. 
® See Air Freight Case: Docket No. 810 et al., decided July 29, 1949, 10 CAB 572; Transatlantic Cargo Case, 
Docket No. 3041 et al., decided by the Board May 19, 1954, approved by the President of the United States, 
June 17, 1955; Latin American Air Freight Case, Docket No. 2888 et al., decided by the Board June 11, 1952, 
approved by the President August 6, 1952, Order Serial No. E-6673 and 6674. 
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dum referred to above, the Chief of the Office of Compliance has simultaneously 
rejected the proposal and transmitted it to the Board with a recommendation 
that it not be accepted. Accordingly, the proposal will be deemed to have been 
finally submitted to the Board for its action thereon. 

By the proposal filed with the Board the respondents offer to settle the pro- 
ceeding by surrendering for cancellation the letters of registration presently issued 
and outstanding in the names of Twentieth Century Airlines, Inc., Trans National 
Air Lines, Inc., Trans American Airways, Inc., and Hemisphere Air Transport 
upon final decision by the Board denying respondents’ application for certificates 
of public convenience and necessity in the New York-Chicago Service case, 
docket No. 986, the Denver Service case, docket No. 1841, and the Northeast- 
Southwest Service case, docket No. 2355, or upon final decision in any one of said 
proceedings granting respondents a certificate of public convenience and necessity 
authorizing respondents to engage in scheduled air transportation. As a part of 
the settlement proposal, respondents requested that the compliance proceeding 
be dismissed or placed in inactive status. 

Upon consideration of this matter the Board has concluded that the offer of 
settlement should be rejected, The Board finds the proposal to be wholly 
unacceptable, and no useful purpose would be served by elaborating at length 
upon the reasons for our rejection. However, for your guidance in connection 
with any future settlement proposals which you may wish to make to the Office of 
Compliance as provided in rule 215, we would like to call to your attention the 
following factors in our conclusion: 

1. The proposal does not include any offer to adjust the scope or regularity 
of operations, or the mode of conducting operations as a combined operation, or 
to suspend or terminate any of the existing arrangements or relationships which 
enable the respondents to operate as a group, pending the termination of the 
letters of registration at the conclusion of the three route proceedings. Since the 
route proceedings are all major ones involving many parties and issues, termina- 
tion as proposed by respondents is probably at least a year in the future, and 
more likely is 18 months to 2 years distant. (Moreover, if a certificate of public 
convenience and necessity is issued the offer is meaningless, for the carriers would 
thereupon be required by part 291 of the Board’s regulations to surrender their 
letters of registration in any event.) 

2. Even if the letters of registration of the 4 air-carrier respondents are eventu- 
ally terminated in accordance with the terms of the offer, the remaining 9 non- 
carrier respondents would not be prohibited by the settlement order from entering 
into arrangements with other air carriers exactly like those alleged to be unlawful 
in this proceeding, The noncarrier respondents would be free to make such 
arrangements either before or after termination of the letters of registration. 
Thus nothing would actually be “settled’’ by acceptance of the offer. 

3. The complaint contains serious and substantial charges of violations of the 
act by the nonecarrier respondents. Yet the offer of settlement, if accepted, 
would mean that the Board, in effect, would be simply dismissing this portion of 
the complaint, and that no restrictions or sanctions on the noncarrier respondents 
would be imposed either now or upon termination of the letters of registration. 

4. The principal argument advanced in support of the proposal is that aecept- 
ance would enable the Board to consider whether there is a public need for re- 
spondents’ service. Acceptance of such a proposal, however, would encourage 
violation of law contrary to the public interest, for it would permit a violator to 
obtain long delays and postponements of enforcement proceedings by the simple 
expedient of filing applications for route authority and seeking delay of the 
enforcement action until the route proceeding is decided. Moreover, regulatory 
and economic chaos would be brought about if the Board postponed or dismissed 
enforcement proceedings in cases where an applicant inaugurated the very service 
for which authority was sought in advance of the Board’s determination of the 
application. The Board believes that it has the duty under the Civil Aeronautics 
Act to follow an enforcement policy designed to insure reasonable compliance by 
all air carriers with the act and the Board’s regulations, and that such a policy is 
necessary to implement the congressional policy and the Board’s program for the 
development and encouragement of air transportation. 

The decision to reject the offer of settlement has been approved by the Board. 
However, Members Lee and Adams wish to make a separate statement as follows: 

“While we concur in rejecting the offer of settlement we would grant the earlier 
request by the North American group in docket No. 6357, for greater clarity in the 
Board’s economic regulations by permitting 14 trips a month between any 2 
pairs of points in the United States by any 1 carrier, and would defer the enforce- 
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ment proceeding until after decision in the Omnibus case, provided the carriers 
consented to a cease and desist order.”’ ; . 
A copy of this letter is being sent to the examiner in this proceeding and to the 
Chief of the Office of Compliance. 
Sincerely yours, 
(Signed) CHAN GuRNEY, Chairman, 





Marcu 9, 1954, 
Mr. Harpy K. Mac.ay, 
1317 F Street NW., Washington 4, D. C. 
Mr. JAcoB FREED ADELMAN, 
60 East 42d Street, New York 17, N. Y. 
Mr. JosepH C. O’ MAHONEY, 
236 Southern Building, Washington, D. C. 


GENTLEMEN: On February 26, 1954, the Board advised you that it had con- 
cluded that the offer of settlement presented by the respondents in the North 
American Airlines enforcement proceeding, docket No. 6000, should be rejected. 
On March 5, 1954, you filed on behalf of the respondents a request for reconsidera- 
tion of settlement proposal and a modification of settlement proposal, together 
with a request for postponement requesting that the hearing in the proceeding 
be postponed until the request for reconsideration has been acted upon. 

In the original proposal filed with the Board the respondents offered to settle 
the proceeding by surrendering for cancellation the letters of registration pres- 
ently issued and outstanding in the names of Twentieth Century Airlines, Inc., 
Trans National Air Lines, Inc., Trans American Airways, Inc., and Hemisphere 
Air Transport upon final decision by the Board denying respondents’ application 
for certificates of public convenience and necessity in the New York-Chicago 
Service case, docket No. 986, the Denver Service case, docket No. 1841, and the 
Northeast-Southwest Service case, docket No. 2355, or upon final decision in any 
one of said proceedings granting respondents a certificate of public convenience 
and necessity authorizing respondents to engage in scheduled air transportation. 
As a part of the settlement proposal, respondents requested that the compliance 
proceeding be dismissed or placed in inactive status. 

In the request for reconsideration the respondents now offer to modify the 
original proposal by agreeing to limit the operations of each of the 4 large irregular 
carriers to not more than 14 round trips per month between any 2 points. 

Upon reconsideration of this matter in the light of the modification and in the 
light of the arguments advanced in support of the modified proposal the Board 
has again concluded that the offer of settlement should be rejected. In our 
judgment the modification does not change the original proposal in any signifi- 
cant or substantial respect. It does not purport to modify the original proposal 
by now offering to make any adjustments with respect to the alleged violations 
relating to section 408, the ticket and ticket-agency regulations, or the conduct 
of combined operations. In addition, acceptance of the offer would not even 
bring about a substantial reduction in scope of operations, since the respondents 
could, by dovetailing the operations of the 4 irregular carriers, continue to operate 
approximately 2 round trips per day between any 2 points. Moreover, there is 
nothing to prevent other irregular air carriers from being added to the North 
American group in order to increase the volume of operations. 

The Board again wishes to remind you that offers of settlement are clearly 
required under the Board’s rules of practice to be submitted in the first instance 
to the Office of Compliance. In order that there may be no misunderstanding 
on this point we consider that modifications of offers of settlement which have 
been rejected by the Board should likewise in the future be submitted to that 
office. In addition, we wish to call your attention to the fact that the rules of 
practice specifically provide that the submission of the offer or proposal of settle- 
ment shall not alter or delay the course of the proceeding unless so ordered by 
the Board. In view of the fact that this proceeding has now been pending for 
almost exactly 1 year, during which time the respondents have had many oppor- 
tunities to submit an offer of settlement for consideration by the Office of Com- 
pliance and the Board, the Board will expect that this provision of the rule be 
adhered to strictly. 

The decision to reject the offer of settlement has been approved by the Board. 
However, Members Lee and Adams dissent from this action, for the reasons 
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relating to their views which are incorporated in the Board’s letter of February 
26, 1954. 

In view of the action taken herein no action is required on the request for 
postponement, and it is hereby dismissed. 
_A-copy of this letter is being sent to the examiner in this proceeding and to the 
Chief of the Office of Compliance. 

Sincerely yours, 
(Signed) CHAN GurRNeEy, Chairman. 


Marcu 26, 1954. 
Mr. Harpy K. Macutay, 


1317 F Street NW., Washington 4, D. C. 
Mr. Jacosn FREED ADELMAN, 

60 East 42d Street, New York 17, N. Y. 
Mr. JoserpH C. O’ MAHONEY, 

236 Southern Building, Washington, D. C. 


GENTLEMEN: The Board has received the letter of March 12, and telegram of 
March 15, 1954, requesting reconsideration of the Board’s rejection of your 
modified offer of settlement in the North American enforcement proceeding, 
docket No. 6000. In your letter you urge that acceptance of the offer would 
substantially reduce the expense and time which would otherwise be devoted to 
the enforcement proceeding. 

In the modified proposal the respondents offered to settle the proceeding by 
surrendering for cancellation the letters of registration presently issued and 
outstanding in the names of Twentieth Century Airlines, Inc., Trans National 
Air Lines, Inc., Trans American Airways, Inc., and Hemisphere Air Transport 
upon final decision by the Board denying respondents’ application for certificates 
of public convenience and necessity in the New York-Chicago service case, 
docket No. 986, the Denver service case, docket No. 1841, and the Northeast— 
Southwest service case, docket No. 2355, or upon final decision in any one of 
said proceedings granting respondents a certificate of public convenience and 
necessity authorizing respondents to engage in scheduled air transportation. 
Pending such cancellation the respondents also offered to limit the operations of 
each of the 4 large irregular carriers to not more than 14 round trips per month 
between any 2 points. In addition, as a part of the settlement proposal, respond- 
ents requested that the compliance proceeding be dismissed or be placed in 
inactive status. Nothing was said about interim compliance with other provisions 
alleged to be violated, or other violators. 

In rejecting the North American offer of settlement, our letters of February 26 
and March 9, 1954, set forth a number of reasons for such action. Those reasons 
continue to be applicable, of course, and need not be repeated here. While the 
Board also took into consideration the burdens necessarily involved in going 
forward with the proceeding, the Board did not discuss this aspect of the matter 
in any detail. Accordingly, this letter will be restricted to dealing more fully 
with the question of expense, particularly in the light of the representations set 
forth in your most recent letter of March 12. 

The Board is deeply interested in the possibility of saving expense both to the 
Board and to air carriers in processing proceedings before the Board, and welcome 
any suggestions to that end so long as they are consistent with the Board’s duties 
and responsibilities under the Civil Aeronautics Act, including the responsibility 
for appropriate enforcement of its provisions. It is our opinion, however, that 
(a) for the reasons which have been set forth in our letters of February 26 and 
March 9, 1954, the suggestion in this case is not consistent with those duties and 
responsibilities, and (b) that there is little likelihood that any substantial savings 
in expense could be achieved under the proposal which you have made, and that 
there is at least a possibility that the proposal if accepted would result in even 
greater expense to the Board, the respondents, and other parties to the three route 
proceedings. 

As you know, the Board has always held (consistent with practices in other 
agencies which have been sustained by the courts) that violations of law by an 
applicant in a route proceeding are relevant on the issues of whether the applicant 
is ‘fit, willing, and able to perform [the requested] transportation properly, and 
to conform to the provisions of this Act and the rules, regulations and requirements 
of the Board hereunder.” It is, of course, impossible at this stage to attempt to 
foretell the extent to which it will be necessary to hear the question of violations 
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of law by North American in each 1 of the 3 route cases. This is largely due to the 
fact that the Board cannot now attempt to prejudge or determine the possible 
contentions and positions which may be taken in those cases. It is clear, however, 
that those cases contain a much greater number of parties than does the enforce- 
ment case; that although some air carriers are parties in all three route cases there 
are other air carriers and other persons who are parties in only 1 or 2 of such cases: 
that separate and different records will be compiled in 3 cases; and that the final 
results of such cases cannot be foretold now either by the parties or by the Board, 
For example, at this stage of the proceeding it is necessary to assume that there 
is a possibility that one of the parties in the Northeast-Southwest service case 
may insist on a complete hearing on the issue of violations of law by North American 
on the ground that the Board in the Chicago-New York and Denver service cases 
may never reach the issue of North American’s fitness and ability, or that the 
record in those cases is inadequate, or that neither the record nor the findings by 
the Board in those cases are binding on a party to the Northeast-Southwest 
case. 

On the whole, therefore, it would appear that insofar as now can be foretold 
the best opportunity for cutting down the time and expense required to be devoted 
to the issue of violations of law by North American would be to complete the 
record in the enforcement proceeding, and thereafter attempt to have such record 
stipulated in whole or in part into the route cases. Since there are only two 
parties to the enforcement proceeding, thereby reducing the possibilities of 
extensive and possibly excessive cross-examination and the confusion and delay 
which frequently arise because of the multiplicity of parties, it should be possible 
to complete such record with less time and expense than if trial of such an issue 
were undertaken in one or all of the route cases. Whether the record in the 
enforcement case would have to be supplemented in any of the route cases would 
depend, of course, upon the contentions and showing made in such cases. 

Sincerely yours, 
(Signed) CHAN GuRNEY, Chairman. 





May 4, 1955. 
te: North American Compliance Proceeding, Docket No. 6000. 
Mr. Harpy K. Mactuay, 
1317 F Street NW., Washington 4, D. C. 

Dear Mr. Mactay: This has reference to your letter of April 30, 1955, ad- 
dressed to the chairman, in which you reiterate the desire of the respondents in 
the above-entitled proceeding for a conference with the Board concerning their 
proposal for settlement, filed on March 25, 1955, and suggest May 9 as an agree- 
able date for such a conference. 

The Board has given careful consideration to your latest request and has 
decided to adhere to its original decision deferring any action on the settlement 
proposal and the request for a conference until after the oral argument on May 11. 
Our decision to do so is influenced not only by the fact that the short space of time 
which would remain between such a conference and oral argument would not be 
conducive to full Board deliberation on the merits of North American’s proposal, 
but also by the fact that many of the considerations North American may desire 
to advance at a conference might duplicate arguments presented at oral argument 
or which could be presented with equal facility at that time. 

North American will, of course, be free at oral argument to urge the reasons 
supporting its proposal, if it so desires. You may be assured that North Ameri- 
can’s proposal and its request for a conference will be given full consideration by 
the Board before final decision is reached in this proceeding. 

Sincerely yours, 
JoserpH P. Apams, 
Acting Chairman. 


JUNE 28, 1955. 
Harpy K. Mactay, Esq., 
1317 F Street NW., Washington 4, D. C. 


Dear Mr. Mactay: This has reference to the proposal for settlement of the 
North American Airlines enforcement proceeding, docket No. 6000, filed with the 
Board by North American on March 25, 1955, and to your previous correspondence 
with the Board with respect to a conference concerning the offer of settlement. 
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After full deliberation, the Board has concluded that the offer of settlement 
must be rejected and the request for a conference denied. In reaching this deter- 
mination we have considered the arguments advanced in the North American 
proposal, the answer of the Chief, Office of Compliance, thereto filed on March 
31, 1955, and the various matters raised in your letters of April 12, 1955, April 30 
1955, May 13, 1955, and June 24, 1955. The Board believes North American’s 
offer is wholly unacceptable and that further consideration of it at a conference 
with the Board would serve no useful purpose, for the reasons hereinafter set forth. 

Under the terms of North American’s proposal, the compliance proceeding would 
immediately be placed in an inactive status or dismissed upon the following condi- 
tions: (1) That Twentieth Century Airlines, Inc., Trans National Air Lines, Inc., 
Trans American Airways, Inc., and Hemisphere Air Transport, the air carrier 
respondents, are permitted to continue operations (a) until the Board shall have 
granted North American authority to operate regularly scheduled service under a 
certificate, or (b) until the Board shall have denied North American’s pending 
certificate applications in the New York-Chicago case, docket No. 986, the Denver 
Service case, docket No. 1841, the additional Northeast-Southwest service case, 
docket No. 2355, and the New York-Florida proceeding, docket No. 3051; (2) that 
the letters of registration of the four air carriers are surrendered for cancellation 
upon acceptance of the proposal by the Board; and (3) that pending action on the 
certificate applications North American would be allowed by the Board to operate 
between any points between which it operated any flights during 1954, provided 
that it does not use any greater number of aircraft than it now owns. Your letter 
of June 24, 1955, apparently is intended to suggest a modification of the proposal, 
in that the North American carrier respondents would now again be willing to 
accept a limitation of 14 flights per month between any 2 points on their respective 
operations pending action on the certificate applications. 

This proposal, including the suggested modification, is in substance simply a 
reiteration of North American’s offer of settlement submitted on February 19, 
1954, which was considered by the Board and rejected by letters dated February 
26, 1954, March 9, 1954, and March 26, 1954. The principal considerations that 
motivated our action were set forth in the Board’s letter of February 26 in the 
following language: 

‘1, The proposal does not include any offer to adjust the scope or regularity of 
operations, or the mode of conducting operations as a combined operation, or to 
suspend or terminate any of the existing arrangements or relationships which 
enable the respondents to operate as a group, pending the termination of the 
letters of registration at the conclusion of the three route proceedings. Since the 
route proceedings are all major ones involving many parties and issues, termina- 
tion as proposed by respondents is probably at least a year in the future, and more 
likely 18 months to 2 years distant. (Moreover, if a certificate of public con- 
venience and necessity is issued the offer is meaningless, for the carriers would 
thereupon be required by part 291 of the Board’s regulations to surrender their 
letters of registration in any event.) 

“2. Even if the letters of registration of the 4 air-carrier respondents are 
eventually terminated in accordance with the terms of the offer, the remaining 
9 noncarrier respondents would not be prohibited by the settlement order from 
entering into arrangements with other air carriers exactly like those alleged to be 
unlawful in this proceeding. The noncarrier respondents would be free to make 
such arrangements either before or after termination of the letters of registration. 
Thus nothing would actually be settled by acceptance of the offer. 

“3. The complaint contains serious and substantial charges of violations of the 
act by the noncarrier respondents. Yet the offer of settlement, if accepted, would 
mean that the Board in effect would be simply dismissing this portion of the com- 
plaint, and that no restrictions or sanctions on the noncarrier respondents would 
be imposed either now or upon the termination of the letters of registration. 

“4. The principal argument advanced in support of the proposal is that ac- 
ceptance would enable the Board to consider whether there is a public need for 
respondents’ service. Acceptance of such a proposal, however, would encourage 
violation of law contrary to the public interest, for it would permit a violator 
to obtain long delays and postponements of enforcement proceedings by the 
simple expedient of filing applications for route authority and seeking delay of the 
enforcement action until the route proceeding is decided. Moreover, regulatory 
and economic chaos would be brought about if the Board postponed or dismissed 
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enforcement proceedings in cases where an applicant inaugurated the very service 
for which authority was sought in advance of the Board’s determination of the 
application. The Board believes that it has the duty under the Civil Aeronautics 
Act to follow an enforcement policy designed to insure reasonable compliance by 
all air carriers with the act and the Board’s regulations, and that such policy is 
necessary to implement the congressional policy and the Board’s program for the 
development and encouragement of air transportation.” 

We find that the reasons there stated are equally applicable to the present 
proposal and require its rejection. North American has made no attempt to 
meet the objections earlier expressed by the Board. Thus, for example, the North 
American group again proposes no steps to achieve compliance with existing 
requirements relating to its combined operations, the excessive frequency and 
regularity of its services, and the activities of the non-air-carrier respondents, all 
of which requirements allegedly have been and are being knowingly and willfully 
violated. We believe that the acceptance of North American’s offer, which 
contemplates no significant adjustments in its mode of operation despite the 
substantial and serious charges made in the complaint, would be totally incon- 
sistent with the Board’s regulatory duties and responsibilities under the Civil 
Aeronautics Act. 

Such differences as do exist between the present proposal and that originally 
submitted are not significant and do not alter the result. The only limitation 
on North American’s operations pending disposition of its certificate applications 
now proposed and not previously considered by the Board is the one whereby 
North American would agree to operate only between the same points between 
which it operated in 1954 and to utilize in such operations no more aircraft than it 
presently owns. This limitation, however, like the suggested 14-flight-per-month 
restriction rejected by our letter of March 9, 1954, would not cause any significant 
diminution of the alleged unlawful frequency and regularity of the North American 
operations, nor would it be effective to prevent continuation of the other violations 
charted, 

The other major difference between this and the 1954 proposal relates to North 
American's request that the New York-Florida proceeding, docket No. 3051, be 
added to the list of those proceedings which would determine the duration of the 
continued operating authority of the North American carriers. In view of the 
magnitude and early procedural posture of that proceeding, the vrincipal effect 
of this request might be to occasion even further delay in the ultimate disposition 
of the issues in docket No. 6000. 

We are unable to find that a conference with the Board with respect to this 
matter is either necessary or desirable. The main reason you advance for a con- 
ference is that it will permit full exploration of the entire North American problem 
and the North American situation. However, the facts relating to North Ameri- 
can, insofar as they are pertinent to the proper disposition of the issues in docket 
No. 6000, are matters of record in that proceeding, and the positions of both 
North American and the Office of Compliance have been clearly established 
therein. You may be assured that the Board will weigh all of those facts in 
reaching its final decision. 

Your reference to the procedures followed in the Northeast enforcement pro- 
ceeding, docket No. 6350, does not support the present request. In that case, a 
conference was held with the Board at the outset of the proceeding before a hearing 
or other procedural steps had been completed. Here, however, the proceeding 
has been fully heard and argued before the Board. By our letter of May 4, 1955, 
North American was specifically accorded the opportunity to support its proposal 
at the oral argument of May 11 herein. To the extent that the argument was 
directed to the proposal, the Board has considered such argument, together with 
the representation made in your vario is letters, in determining that the proposal 
and request for conference should be rejected. 

Sincerely yours, 
Ross Riziey, Chairman. 
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Unirep States or America, Crviz ArrRonavtTics Boarp, Wasuincton, D. C, 


ORDER NO, E-—9360 


Adopted by the Civil Aeronautics Board at its office in Washington, D. C., on 
the Ist day of July 1955 


DOCKET NO. 6000 


In THE MatTTER OF THE TWENTIETH CENTURY AIR LINES, INC., ET AL.— 
CoMPLIANCE PROCEEDING 


ORDER 


A full public hearing having been held in the above-entitled proceeding and 
the Board, upon consideration of the record, having issued its opinion containing 
its findings, conclusions and decision, which is attached hereto and made a part 
hereof; 

IT Is ORDERED THAT: 

1. Letters of Registration Nos. 528, 1735, 1760 and 1148, issued to Twentieth 
Century Air Lines, Inc., Trans National Airlines, Inc., Trans American Airways, 
Ine., and Jacob Freed Adelman, d. b. a. Hemisphere Air Transport, respectively, 
be and they hereby are revoked, effective 12:01 a. m. EST, September 1, 1955. 

2. On and after 12:01 a. m., EST, September 1, 1955, the partnership or joint 
venture known variously as the “North American Combine’”’, the ‘‘North Amer- 
ican Group’’, and ‘North American Airlines’’ and consisting of Stanley D. Weiss, 
James Fischgrund, Jack B. Lewin, R. R. Hart, Republic Airecoach System, 
Twentieth Century Aircraft Company, California Aircraft Company, Standard 
Airmotive Company, North American Aircoach System, Ine. (also d. b. a, North 
American Airlines Agency Corp.), Twentieth Century Air Lines, Ine., Trans 
National Airlines, Inc., Trans American Airways, Inc., and Jacob Freed Adelman, 
d. b. a. Hemisphere Air Transport, its successors and assigns, cease and desist 
from engaging directly or indirectly in air transportation within the meaning of 
sections 1 (10) and 1 (21) of the Civil Aeronautics Act of 1938, as amended; 

3. On and after 12:01 a. m., EST, September 1, 1955, Twentieth Century 
Airlines, Ine., Trans National Airlines, Ine., Trans American Airways, Inc., 
Jacob Freed Adelman, d. b. a. Hemisphere Air Transport, their successors and 
assigns, all both collectively and individually, cease and desist from (a) engaging 
directly or indirectly in air transportation within the meaning of sections 1 (10) 
and 1 (21) of the Civil Aeronautics Act of 1938, as amended; and/or (b) violating 
the provisions of section 408 of the Civil Aeronautics Act of 1938, as amended. 

4. On and after 12:01 a. m., EST, September 1, 1955, North American Aircoach 
System, Inc. (also d. b. a. North American Airlines Agency Corp.), and Stanley 
D. Weiss, James Fischgrund, Jack B. Lewin, and R. R. Hart, individually and 
as partners d. b. a. Republic Aircoach System, Twentieth Century Aircraft 
Company and California Aircraft Company, and Stanley D. Weiss and James 
Fischgrund, as partners d. b. a. Standard Airmotive Company, their successors 
and assigns, all both collectively and individually, cease and desist from (a) 
engaging in air transportation in violation of the provisions of section 401 (a) of 
the Civil Aeronautics Act of 1938, as amended; and/or (b) violating the provisions 
of section 408 of the Civil Aeronautics Act of 1938, as amended; 

5. Effective immediately, Twentieth Century Air Lines, Inc., Trans National 
Airlines, Ine., Trans American Airways, Inc., and Jacob Freed Adelman, d. b. a 
Hemisphere Air Transport, their successors and assigns, all both collectively and 
individually, or through arrangements with North American Aircoach System, 
Inc., Stanley D. Weiss, James Fischgrund, Jack B. Lewin and R. R. Hart, indi- 
vidually and as partners d. b. a. Republic Aircoach System, Twentieth Century 
Aircraft Company and California Aircraft Company, and Stanley D. Weiss and 
James Fischgrund, as partners d. b. a. Standard Airmotive Company, their 
suecessors and assigns, cease and desist from collectively or individually engaging 
directly or indirectly in air transportation otherwise than in conformity with 
Part 291 of the Board’s Economic Regulations, as amended; 

6. Effective immediately, Twentieth Century Air Lines, Inc., Trans National 
Airlines, Inc., Trans American Airways, Inc., and Jacob Freed Adelman, d. b. a. 
Hemisphere Air Transport, their suecessors and assigns, all both collectively and 
individually, or through arrangements with North American Aircoach System, 
Inc., Stanley D. Weiss, James Fischgrund, Jack B. Lewin and R. R. Hart, indi- 
vidually and as partners d. b. a. Republic Aircoach System, Twentieth Century 
Aircraft Company and California Aircraft Company, and Stanley D. Weiss and 
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James Fischgrund, as partners d. b. a. Standard Airmotive Company, their 
successors and assigns, cease and desist from collectively or individually operating, 
or holding out to the public either expressly or by course of conduct that the sy 
operate flights of aircraft in air transportation between New York, N. Y., and 
Los Angeles, Calif., Miami, Fla., and New York, N. Y., and Chicago, IIl., or 
Kansas City, Mo., and New York, N. Y., or between any other points whatsoe, er 
or within any points whatsoever, 

(a) insuch manner that any given or uniform number of flights are operated 
between the same two points per week or recurrently in successive weeks; 

(b) regularly or with a reasonable degree of regularity, which regularity 
is reflected by the operation of a single flight per week on the same day of 
each week between the same two points, or is reflected by the recurrence of 
operations of two round-trip flights, or flights varying from two to three or 
more such flights, between any same two points each week in succeeding 
weeks, without there intervening other weeks or approximately similar 
periods at irregular but frequent intervals during which no such flights 
are operated so as thereby to result in appreciable definite breaks in service; 
it being intended by this subparagraph to require irregularity in service 
between any such points but not to preclude the operation of more than one 
or two such flights in any given week, nor to prescribe any specific maximum 
limitation upon the number of flights which may be performed in any one 
week, if infrequency and irregularity of service is otherwise achieved through 
variations in numbers of flights and intervals between flights and through 
frequent and extended definite breaks in service; 

(c) otherwise than upon an occasional and infrequent basis restricted to 
such rarity and infrequency of flight as to preclude any uniform pattern or 
normal consistency of operations between such points. 

7. Effective immediately, Twentieth Century Air Lines, Inc., Trans National 
\irlines, Inc., Trans American Airways, Inc., and Jacob Freed Adelman, d. b. a. 
Hemisphere Air Transport, their successors and assigns, cease and desist from: 

a. Transporting persons who have been issued tickets which do not comply 
in form, at the time of sale, with the provisions of section 291.24 of the 
Board’s Economic Regulations, as amended; 

Transporting persons who have purchased such transportation from 
ticket agents with whom the transporting ¢arrier has not entered into written 
agreements; or 

ce. Transporting persons who have purchased such transportation from 
ticket agents with whom the transporting carrier has entered into written 
agreements but which agreements have not been filed with the Board in 
accordance with the provisions of section 242.5 of the Board’s Economic 
Regulations, as amended; 

Twentieth Century Air Lines, Inc., Trans National Airlines, Inc., Trans 
\merican Airways, Inc., Jacob Freed Adelman, d. b. a. Hemisphere Air Trans- 
port, North American Aircoach System, Inc., Stanley D. Weiss, James Fischgrund, 
Jack B. Lewin, and R. R. Hart, individually and as partners d. b. a. Republic 
Aircoach System, Twentieth Century Aircraft Company and California Aircraft 
Company, and Stanley D. Weiss and James Fischgrund, as partners d. b. a. 
Standard Airmotive Company, be notified immediately by telegram of the entry 
of this order, and thereafter be duly served with a copy of this order. 

By the Civil Aeronautics Board: 

M. C. Muuuiaan, Secretary. 

[SEAL] 


COMPTROLLER GENERAL’S AUDIT REPORT TO CONGRESS 


Mr. Rooney. Are you familiar with an audit report to the Congress 
of the United States concer ning the Civil Aeronautics Board just 
issued by the Comptroller General of the United States? 

Mr. Rizuey. We got it the day before yesterday. 

Mr. Rooney. Quite a surprising document, is it not? 

Mr. Rizuey. It is a fine document. 

Mr. Rooney. It certainly is. It would appear that you may have 
paid out how much too much in subsidy money, about $27 million? 

Mr. Rizuiey. I haven’t analyzed it thoroughly yet. Ihave not had 
time. I got it the day before yesterday. 
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Mr. Rooney. Is there not something in this in which the GAO says 
there might be a maximum possible recovery up to $27 million as a 
result of the Supreme Court decision of February 1, 1954? 

Mr. Muuuican. Yes, sir. We furnished them that figure and some 
of the recovery amounts which Mr. Rizley read in his statement are 
part of that $27 million. 

Mr. Rooney. Over the years we have discussed with regard to a 
certain airline the matter of its affiliates, subsidiaries, and so forth. 
The GAO devotes part of their report to that situation? 

Mr. Rizuiey. That is right. 

Mr. Roonry. The Comptroller General agrees with the position 
taken by a majority of the members of this committee over the last 
few years with regard to this, and yet you still have not audited all 
these companies you should have audited in line with that decision. 
Is that night? 

Mr. Muuuican. That is right. Some cases are still in process. 

Mr. Rooney. I shall now ask that the audit report of the Comp- 
troller General with regard to the Civil Aeronautics Board be inserted 
in the record at this point. 

Mr. Preston. The entire report? 

Mr. Rooney. Yes. 

Mr. Preston. I just received that report yesterday morning in the 
mail. I certainly have had no opportunity to see it. 

Mr. Rooney. I read it day before yesterday. I spent the whole 
afternoon reading it. It is the most amazing thing I have come across 
in a long while. 

Mr. Rizitxy. We got it day before yesterday in the late evening. 

Mr. Preston. Very well. We will insert the report in the record 
at this point. 

(The report referred to is as follows:) 


AUDIT REPORT TO THE CONGRESS OF THE UNITED STATES ON 
CIVIL AERONAUTICS BOARD, OCTOBER 1955 


(By the Comptroller General of the United States) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 9, 1956. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: Herewith is a copy of a report on the audit of the Civil 
Aeronautics Board. made by our Division of Audits pursuant to provisions of 
the Budget and Accounting Act, 1921 (31 U. S. C. 53), and the Accounting and 
Auditing Act of 1950 (31 U.S. C. 67). 

This is our first comprehensive report on this agency which is a quasi-legisla- 
tive judicial regulatory body. While this audit has been directed generally to 
a review of some of the Board’s activities for the purpose of determining whether 
its policies conform to the intent of the Congress, and are designed to carry out 
the authorized activities in an efficient and reasonable manner, it was extended 
to include a special study embracing a few of its ratemaking policies. Such a 
study, for the most part, has been undertaken to ascertain the Board’s method 
of administering seetion 406 of the Civil Aeronautics Act of 1938, as amended 
(49 U. S. C. 401), which results in the payment of vast sums of money to air 
carriers in the form of service mail pay and the ‘‘need’’ element of the rate com- 
monly referred to as subsidy. This particular phase of the Board’s operations 
has been the subject of intense interest on the part of Congress during the past 
few years, particularly since Reorganization Plan No. 10 of 1953 transferred to 
the Board the function of paying the ‘‘need’’ portion of the mail rate referred to 
in section 406 (b). 

Our review into this area of the Board’s activities has been undertaken for the 
purpose of eliciting background information leading to a better understanding of 
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the manifold problems and considerations encountered by the Board in the course 
of its ratemaking functions, and also to enable a more intelligible basis for recom- 
mending to the Congress certain legislative changes in the basic law which, in our 
opinion, would improve its administration both in the interest of the carriers and 
the taxpayers. At the request of the Committee on Interstate and Foreign Com- 
merce, United States Senate, we submitted on April 27, 1955, many recom- 
mendations which we believe would result in a definite improvement, particularly 
in the administration of section 406 of the act. 

The General Accounting Office is not unmindful of the fact that the function of 
rate determinations falls squarely within the broad discretionary powers vested 
in the Civil Aeronautics Board by the Congress, whose findings are to be regarded 
as final in the absence of a reversal following appropriate judicial review pursuant 
to the procedures established by section 1006 of the act. In view thereof, our 
comments on rates should not be construed as an attempt to superimpose the 
opinions of the General Accounting Office upon those of the Board. 

A copy of this report is being sent today to the President of the Senate. 

Sincerely yours, 
Josepa CAMPBELL, 
Comptroller General of the United Siates. 


CONTENTS 


Summary of findings and recommendations, 

Origin and purpose 
Organization and management. 

Background of air transportation regulation. 
Subsidy: 

Purpose. 

“‘Need’”’ and incentive. 

Legal separation of subsidy from mail pay. 

Recommendation to the Congress. 

Change in eligibility for subsidy. 
Recommendation to the Congress. 
Cost of subsidy. 
Route development and expansion: 
Recommendation to the Board. 
International route development related to requirements of Departments of State and Defense 
South African service. 
Mail pay requirements of South African route. 
Competition between subsidized carriers. 

Hawaiian intraterritorial service. 

Competitive aspects of military air transportation. 

Recommendation to the Congress. 

Effect of setting rates on a divisional basis. 

Recommendation to the Board. 
Subsidiaries of air carriers. 

Federal income taxes: 

Taxes as allowable expense. 

Taxes as possible source of ‘‘windfall.”’ 
Salaries of executives of subsidized airlines, 
Recommendation to the Congress. 

Travel by Government personnel. 

Recommendation to the Congress. 
Contract negotiation for subsidy: 

Recommendation to the Congress. 

Advantages of proposed system. 

Need for congressional policy guidance. 

Recommendation to the Congress. 

Estimated recovery of subsidy under the Supreme Court decisions of February 1, 1954: 
Delta Air Lines, Inc., successor to Chicago and Southern Air Lines, Inc. (347 U. 8. 74). 
Western Air Lines, Inc. (347 U. 8S. 67). 

Position of the Board. 

Post Office Department estimate of amounts available for offset. 

Board estimate of amounts available for offset. 

Government safeguards to insure recovery of subsidy paid during period of excess earnings. 
Comments on review: 

Carriers receiving temporary rate for one or more divisions. 

Operating divisions on temporary rates. 

Single rate established for entire operations of 4 carrier. 

Service mail pay: 

Administrative separation of subsidy. 
Reorganization Plan No. 10 of 1953. 
Review of service mail rates, 

Big Four Case: 

History and chronology. 

Basic principles and methods adopted by the Board. 

Conclusions on reasonableness of the 45-cent rate. 

Lack of audited carrier information. 

Conclusions on past period rate of 63 cents a mail ton-mile, 
Group service mail rates under administrative separation. 
Multielement service mail rate. 

Similarity between mail and freight service. 

Recommendation to the Board. 








756 


Service mail pay—Continued 
First-class mail by air. 
Recent request for legislation providing for payment of Universal Postal Union rates to American inter- 
national carriers. 
Relationships of the Civil Aeronautics Board and the Post Office Department. 
Domestic passenger fares: 
Statut: ry requirements. 
Board procedures. 
Averege yield from passenger fares. 
Recent Board action on general fare increases. 
Conclusion. 
Recommendation to the Board. 
Table showing average yield per passenger mile. 
Air carrier accounting and reporting practices: 
Need for regulatory policy on capitalization. 
Recommendations to the Board. 
Need for regulatory policy on depreciation: 
Recommendation to the Board. 
Recommendation to the Congress. 
Adequacy of air carriers’ financial reports to the Board. 
Recommendations to the Board. 
Need for enforcement of economic regulations. 
Recommendation to the Board. 
Need for amending Civil Aeronautics Act of 1938 to authorize use of civil penalties for violations of its 
economic provisions 
Recommendation to the Congress. 
Audit of air carriers: 
Principal observations: 
Failure to give proper recognition to significance of audit findings. 
Recommendation to the Board. 
Restrictive scope of air carrier audit: 
Recommendation to the Board. 
Recommendation to the Congress. 
Inadequate audit coverage. 
Recommendations to the Board. 
Lack of coordination in planning, programing, and reviewing air carrier audit activity. 
Recommendation to the Board. 
Section 1311 reports. 
Scope of audit. 
Appendixes: 
A. Organization chart, and functions of Board’s offices and bureaus. 
B. Board members ?ip since inception in 1938. 
C. Regulations of the Board. 
D. Board estimates of subsidies accruing to air carriers for fiscal year 1956, ranked according to amount. 
E. Letter dated June 3, 1955, to the chairman of the Committee on Interstate and Foreign Commerce 
of the United States Senate. 
F. Letter dated May 6, 1955, to the chairman of the Committee on Interstate and Foreign Commerce 
of the United States Senate. 


REPORT ON AUDIT OF CIVIL AERONAUTICS BOARD OCTOBER 1955 


The Division of Audits, General Accounting Office, has made an audit of certain 
activities of the Civil Aeronautics Board, an independent regulatory agency, 
pursuant to the provisions of the Budget and Accounting Act, 1921 (31 U. 8. C. 
53), and the Accounting and Auditing Act of 1950 (31 U. 8. C. 67). 

This report covers the results of our review of the basic authority, policies, 
and practices of the Board and their effect upon Federal funds expended as mail 
pay, including so-called subsidy, to mail certificated air carriers. In addition, 
we made intensive studies of the Board’s air carrier audit activity, the air carriers’ 
accounting and reporting practices, and the Board’s budget estimates for 1955 
and 1956. To acquaint ourselves with the policies and practices of the Board 
in its ratemaking function, we reviewed certain mail-rate cases, the more im- 
portant of which were the transatlantic final mail rate case and the Big Four 
case. Our review did not include a complete study of the principles and methods 
used in establishing mail and cargo rates, routes, mergers, and safety regulations; 
nor have we studied the procedures involved in issuing permits, the investigative 
and compliance functions, and legal and other administrative procedures. How- 
ever, the results of more detailed studies will be reported on in the future. 

During the past year we have had considerable correspondence with Members 
of the Congress, and conferences between our staff and the staff of the Senate 
Committee on Interstate and Foreign Commerce were held to discuss our audit 
findings and recommendations for proposed legislation to amend the Civil Aero- 
nautics Act of 1938, as amended (52 Stat. 973; 49 U.S. C. 401). Senate bills 308 
(January 11, 1955) and 1119 (February 18, 1955) introduced in the Ist session of 
the 84th Congress contain the basic principles set forth in many of our recom- 
mendations. A report dated April 27, 1955, to the chairman of the Committee 
on Interstate and Foreign Commerce, United States Senate, contained comments 
on these and other bills. Testimony regarding the cited and related bills was also 
given before the Subcommittee on Aviation on April 28, 1955. 
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SUMMARY OF FINDINGS AND RECOMMENDATIONS 


The more significant matters developed in our audit are discussed in this report. 
tecommendations on these matters are made for consideration by the Congress 
and the Board. Many of the recommendations to the Board were made inform- 
ally during the audit and have since been adopted. 


To the Congress: 

1. Provide for additional, specific legi. lative policies, particularly regard- 
ing the duration of the subsidy to be afforded the air-transport industry. 

2. Provide for (1) a complete separation of subsidy from service mail pay 
and (2) a change in eligibility for subsidy so as not to require that a carrier 
hold a mail certificate to become eligible for subsidy. 

3. In conjunction with item 2 above, establish a contract method for the 
deteimination of subsidy amounts and provide for recapture of profits in 
excess of actual subsidy requirements. 

4. Direct the Department of Defense to transfer, wherever possible, mili- 
tary mail, cargo, and passengers to United States certificated air carriers’ 

5. Grant the Board specific statutory authority to establish depreciation 
rates for cariiers under its regulatory jurisdiction, in keeping with similar 
powers presently vested in other regulatory bodies. 

6. Authorize the Board to impose civil penalties for violations of the 
economic provisions of the act. 

7. Confer upon the Board the unquesvioned right to audit the books and 
records of the domestic affiliates and associates of air carriers. 

8. Impose a limitetion on salaries of ailine executives for allowance in 
determining subsidy for an air carrier. 

9. Require Government employees traveling by air on official business 
overseas to go on United States airlines. 


To the Board: 


1. Institute a full-scale and continuing program determinging the need 
for existing routes and those required for the future. 

2. Administratively establish one rate for subsidy to meet the need of an 
air carrier as a whole until such time as subsidy requirements are handled 
under a contract arrangement. 

3. Establish service mail rates which take into account the comparability 
of airmail to air freight. 

4. Institute a full-scale investigation of the current level of passenger fares 
and accumulate the information necessary for formulating additional sound 
industrywide passenger fare policies. 

5. Amend the economic regulations to establish sound policies on capitali- 
zation and depreciation of items of property used and useful in air 
transportation. 

6. Require annual audits of certificated air carriers by independent public 
accountants and the filing of certain information related thereto. 

7. Adopt a more demonstrative position regarding accounting and report- 
ing regulations, using all the implied powers currently available. 

8. Institute prompt action necessary to strengthen the Board’s air carrier 
audit activity. 


Another significant matter of considerable interest to the Congress is the effect 
that certain Supreme Court decisions had on the Board’s interpretation of section 
406 of the act. A brief summation of this subject follows. 


Estimated recovery of subsidy under the Supreme Court decisions of February 1, 1954 


On February 1, 1954, the Supreme Court handed down two decisions! which 
firmly established the principle that in determining a carrier’s need under section 
406 of the act, the Board should consider (1) the carrier’s operations as a whole 
rather than by department or division, and (2) all revenues of the carrier from 
whatever source derived. In mail-rate cases prior to these decisions, the Board 
had excluded revenues from what it deemed non-air-carrier activities (crop dust- 
ing, profit on sale of investments, etc.) in computing the subsidy requirements; 


1347 U. 8. 67; 347 U.S. 74. 





it had also established mail pay for one division of a carrier without taking into 
account earnings in excess of a fair rate of return of other divisions. 

The Board considers that, as a matter of law, the principles of the decisions 
do not apply retroactively in cases where final rates were in effect at that time 
for a carrier’s entire operation or for a division of a carrier, and that these rates 
can be changed with respect to past mail-rate periods only in accordance with 
the mandate of a court upon timely filed petitions for review. In decision B- 
103841, dated November 22, 1955, the Comptroller General concurred in this 
view. 

The Board considers that the principles of the decisions apply in all rate cases 
open at or after February 1, 1954. In the application of those principles to rate 
cases open at that date, the excess or deficiency in earnings arising from final 
rates which were set prospectively for one division will be applied as an adjustment 
of subsidy requirements of another division; the Board considers that it need 
not again review final divisional rates set after the facts were known. The 
Board’s expressed policies are that revenues received from noncertificated activi- 
ties will be included for subsidy purposes only to the extent that such revenues in 
relation to cost of the investment in such activities exceed the rate of return 
established for the carrier. Because of open rate cases the excess or deficiency in 
earnings in several instances will affect subsidy payments extending back to 1946. 

The Postmaster General in a letter to a member of the Senate Appropriations 
Committee in June 1954 asserted that an amount in excess of $50 million was 
available for offset purposes. The amount as computed by the Post Office 
Department was the total of earnings in excess of the fair rate of return normally 
allowed by the Board in prospective final mail rates (8 percent for domestic 
operations and 10 percent for international operations). 

However, more recently a representative of the Department admitted that the 
$50 million is not a realistic estimate of the amount that will be used to reduce 
subsidy payments. On February 22, 1955, at a hearing before the Subcommittee 
of the House Committee on Appropriations, a representative of the Department 
stated “‘* * * even if this figure ($50 million) were adjudged correct by the 
Board, it would not represent the amount of reimbursement to the Post Office 
Department for the past period resulting from the application of the Supreme 
Court decisions.’”’ The reason for this is that in no instance may the Department 
recover more than it paid a carrier in subsidy. The Department’s representative 
stated also that ‘‘Since the Board’s final decision in these cases may deny in whole 
or in part the claims of the Department or the air carrier, it is impoossible to 
estimate the total reimbursement applicable to the period prior to October 1, 
1953.”’ 

The Board’s staff estimated in October 1955 that the excess earnings of sub- 
sidized carriers available for offset purposes would be about $27 million. This 
does not mean that the entire $27 million will be recovered from the carriers. 
After the Board establishes th. gross amounts of subsidy for the carriers involved, 
it will then determine the amount of excess earnings for each carrier and apply 
the excess to reduce the subsidy to be paid. Thus, if the $27 million estimate is 
realistic, it would represent the maximum recovery possible. 

It must be pointed out, however, that these estimates have no effect until the 
Board has completed hearings and made an adjudication in each case. 

All recoveries under the Supreme Court decisions of February 1, 1954, will 
reduce the total subsidy cost to the Government. Recoveries for periods prior 
to October 1, 1953, representing the major portion of the amounts involved, will 
be for the account of the Post Office Department and will have no effect on either 
current or future subsidy estimates or appropriations of the Board. 

Recoveries for the period beginning October 1, 1953, will be for the account 
of the Board and will be considered in its future budgetary requirements. 


ORIGIN AND PURPOSE 


The Civil Aeronautics Board is an independent regulatory agency established 
June 30, 1940, pursuant to Presidential Reorganization Plans Nos. III and IV 
of 1940 (54 Stat. 1233, 1235). It succeded to certain functions and powers of 
the Civil Aeronautics Authority, which was created by the Civil Aeronautics Act 
of 1938 (52 Stat. 973; 49 U. S. C. 401). Its functions deal primarily with air 
carriers economies and are of a rulemaking or adjudicative character. The act 
was passed to promote the development and safety of civil aviation, and to pro- 
vide for its regulation. It also was designed to establish a national transporta- 
tion system that would be both adequate and economically sound, and at the same 
time to prevent unnecessary competition and duplicate facilities. 
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The Board has been given statutory responsibility for such specific functions 
as granting and denying certificates of public convenience and necessity, formu- 
lating or approving air transportation rates and rate practices, fixing mail com- 
pensation, preventing unfair competitive methods between carriers, reviewing 
business relationships among carriers, promulgating air safety rules and standards, 
and investigating accidents involving civil aircraft. 

The only significant change in the Board’s duties and functions since it was 
established was that brought about by Reorganization Plan No. 10 of 1953 (67 
Stat. 644). This plan, effective October 1, 1953, transferred to the Board, from 
the Postmaster General, that portion of the airmail payment function which 
related to subsidy assistance referred to in the act as ‘“‘need’’ of the carrier. It 
did not, however, change or modify the Board’s authority to fix a mail rate. In 
other words, Reorganization Plan No. 10 provided for a separation of the payment 
function but it did not disturb the power of the Board to establish a single overall 
mail rate comprising both service and subsidy pay. 

Service or compensatory pay, computed at a fixed amount for each mail ton-mile, 
is designed to compensate the carrier for the reasonable costs involved in trans- 
porting the mail, plus a fair return on the investment used and useful in the con- 
duct of such service. Payments for mail service are made by the Post Office 
Department. Subsidy pay, together with all other revenues, is designed to enable 
the carrier, ‘‘under honest, economical, and efficient management, to maintain 
and continue the development of air transportation to the extent and of the char- 
acter and quality required for the commerce of the United States, the postal 
service, and the national defense.’”’2 Subsidy payments are made by the Board. 
The amounts to be paid are computed by deducting from the overall ‘‘need’’ 
of the carrier, as previously fixed and determined by the Board, service mail 
payments made by the Post Office Department. 


ORGANIZATION AND MANAGEMENT 


The act vested the management of the Board in five members who are ap- 
pointed by the President by and with the advice and consent of the Senate. The 
members are appointed for a term of 6 years and may be reappointed; not more 
than 3 may be from the same political party. The act provides that the members 
“shall be appointed with due regard to their fitness for the efficient dispatch of the 
powers and duties vested in and imposed upon the Board * * *.”” Three mem- 
bers constitute a quorum. Each member is required to devote full time to the 
duties of his office, and may be removed by the President for neglect of duty or 
malfeasance in office. The salary of each member was initially fixed at $12,000 
a year, but was increased to $15,000 on October 15, 1949, pursuant to authority 
granted by title 49, United States Code, section 422a. 

The President is authorized by the act to designate annually one of the members 
as Chairman and another as Vice Chairman. The act did not provide, however, 
that all members possess any less than equal authority and no provision was 
made for a chief executive officer. This situation was changed, however, by 
Reorganization Plan No. 13 of 1950, effective May 24, 1950 (5 U.S. C. 133z-15), 
which provided that the Chairman of the Board should, from an administrative 
standpoint, also perform the duties of chief executive and administrative officer. 
The following administrative functions, subject to the limitations set forth in the 
plan, were specifically transferred to the Chairman: (1) Appointment and super- 
vision of personnel employed under the Board, (2) distribution of business among 
such personnel and among administrative units, and (3) the use and expenditure 
of funds. Reserved to the Board as a whole were its functions with respect to 
revising budget estimates and to determining the distribution of appropriated 
funds to major programs and purposes. 

The members of the Board at September 30, 1955, were: 


Appointed ! | Term expires 


Ross Rizley, Chairman Ae Roa See ae _..| Mar. 1,1955 | Dee. 31, 1960 
Joseph P. Adams, Vice Chairman_.-__-____- Abs. Mie _..| Feb. 6,1951 | Dec. 31, 1956 
Harmar D, Denny. .-.-----| Apr. 7,1953 | Dec. 31, 1959 
Chan Gurney an Lae ie sd _....---| Mar. 12,1951 | Dec. 31, 1958 


Josh Lee___._ . GSS __.......| Feb. 6,1943 | Dee. 31,1955 


1 Date of original oath of office. 


2 Civil Aeronautics Act of 1938, sec. 406 (b) (52 Stat. 998; 49 U. S. C. 486). 
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For a list of Board members since 1938, see appendix B. 

The main office of the Board is in Washington, D. C., and there are 12 field 
offices located throughout the United States and Alaska. Supporting the Board 
is an organization composed of 4 bureaus and 5 offices, the heads of which report 
to the Chairman through the executive director. A summation of the organiza- 
tional structure, together with the number of personnel assigned at September 30, 
1955, is as follows: 


Personnel 

Office or bureau assigned 
Heard member and iimmotinte offices... coi 5ec- cds ae nccncanscascmaadd 24 
eee EO er ONO ose rs es os bet lot can ia cieacce Ket ae eon 37 
SORTED CE DIN RIIIIND Sooo 2 et Ss Set 2) ols 8 te cs cei Cue aees 22 
Office of Congressional Liaison and Public Information_.............----- 5 
Sere eNO so ssa te ee wet. Gabantun nebula sepals 75 
Office of (Warrier Acoounts and Pbatisties... = 3. 6 oe cde deerecneian 82 
SD: 00 ee IRON oii oii tintidielcni wenmnian ritnticnecareadoaliaee 133 
ESOMNIDIATA ASE senIMIINE RUC RNRIISEN is ig 8 as Se, ws cnnled winsdvchstearnlian Rissa he Sik 29 
Bureau of Safety Investigation__.__....._.._--_- sdb telecine aa 80 
ener ar <I i oo ain wks b udian bind die wyaiibe Wiehe baa ae 52 
II oS ark hs ere erro hhg a tae, 55s sees aatenl cbighsie atl eerie 539 


An organization chart as of September 7, 1955, and the functions of each office 
and bureau are included in appendix A. 


BACKGROUND OF AIR TRANSPORTATION REGULATION 


At the time the Civil Aeronautics Act of 1938 was passed, there was no economic 
control over air carriers except to a small extent over those carriers a ithorized to 
transport mail, as provided in the Air Mail Acts of 1925 (43 Stat. 805) and 1934 
(48 Stat. 933). 

Scheduled airmail service was inaugurated in the United States on May 15, 
1918, when Army flyers carried mail from Washington to New York. This serv- 
ice continued through 1926 and part of 1927, when implementation of the Air 
Mail Act of 1925 began the shift of responsibility for carrying the mail from the 
Government to private industry. That act, as amended, gave the Postmaster 
General the right to contract for the carriage of mail, and provided for methods 
of compensation on a per-pound basis. However, no contractor could be assured 
that he would be tendered enough mail to make his contract profitable. The act 
was further amended in 1930 (46 Stat. 259) to give the Postmaster General broad 
economic control over airmail carriers. Such matters as route locations and ex- 
tensions, contract-bidding conditions, service standards, and accounts and com- 
pensation were covered by the amendment. A limit on mail compensation was 
fixed by law. Route certificates were issued by the Post Office Department fol- 
lowing a reorganization of airmail routes. 

The next major legislation affecting the airlines was the Air Mail Act of 1934. 
The passage of this act was deemed urgent because of the cancellation of all existing 
airmail contracts by the Postmaster General on charges that they were collusive 
and contrary to law. The Army then took over the task of carrying the mail, 
but with such disastrous results that the operation was required to be abandoned 
within a short time. The act of 1934, in effect, repealed all existing legislation 
regulating the transportation of domestic airmail, and made certain air carriers 
subject to the control of three agencies of the Government. The Post Office 
Department awarded contracts and established routes and schedules, the Inter- 
state Commerce Commission fixed rates, and the Department of Commerce 
licensed aircraft and personnel and established and enforced safety regulations. 
A statutory mail-rate maximum was provided. Nonmail air carriers were not 
controlled, other than being subject to the safety regulations of the Department of 
Commerce. Only the mail carriers were limited in expansion of routes and 
services. Practically the only way scheduled air traffic could be expanded to 
‘off-line service’? was through airmail contracts, with the result that carriers 
were resorting to absurdly low bids to obtain a route. Carriers having no airmail 
contracts could expand and inaugurate competitive services at will, since they 
were not regulated. 

The separation of authority among the three agencies of the Government and 
the other inadequacies of the act of 1934, as amended, lead to a condition of chaos 
in the airline industry, to a point where there was doubt as to the industry’s 
ability to survive. It was with this background that the Civil Aeronautics Act 
was enacted on June 23, 1938. 


2? Operation between any two points not on a carrier’s airmail route. 
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SUBSIDY 
PURPOSE 


Stated in its simplest terms, that portion of a mail rate characterized as ‘‘need’”’ 
and commonly referred to as subsidy is intended by the Civil Aeronautics Act of 
1938 to assist those air carriers whose operations do not otherwise produce revenues 
sufficient to maintain the quality of air transportation service required in the 
public interest. Such subsidies are included in mail rates as fixed and determined 
by the Board; therefore only those carriers holding a certificate authorizing the 
transportation of mail are eligible for subsidy support. Subsidy is a means of 
furthering one or more purposes of the act, especially that concerning the promo- 
tion and development of air transportation ‘“‘to the extent and of the character 
and quality required for the commerce of the United States, the postal service, 
and the national defense.”’ 

Although designed to protect air carriers from financial distress and to assist 
them through the developmental stage, subsidies are not automatic. The air 
carrier must first show that it needs assistance, under conditions of honest, 
economical, and efficient management, and that the services it will render are 
necessary to satisfy one or more objectives of the act. Furthermore, the act 
does not say that, once established either on a permanent or temporary basis, 
an airline will be guaranteed continued existence on a profitable basis. There 
have been, in fact, three instances‘ where the Board has refused to provide 
recertification to local service lines on the premise that to prolong heavily subsi- 
dized, uneconomical operations could not be justified in terms of the public 
benefits derived. 

“NEED” AND INCENTIVE 


The Civil Aeronautics Act of 1938, as amended, provides for financial assistance 
in accordance with ‘‘need”’ as determined by the Board in its rate-making function. 
“Need” should be only that amount necessary to underwrite the difference between 
revenues and allowable expenses, including Federal income taxes,® and to provide 
a return on the investment used and useful in air transportation of mail. If a 
subsidized carrier receives more than the amount of “‘need,’’ it may be concluded 
that the rate set by the Board proved to be too high; or that economic conditions, 
beyond the control of either the carrier or the Board, increased revenues; or that 
expenses were better controlled and reduced. The Board’s only recourse is to 
reopen a case and determine a new rate since, under the act and controlling court 
decisions, the Board is not empowered to recoup any earnings beyond “need” 
received by a carrier during a closed rate period. 

Conversely, if a carrier finds that its rate will not provide the amount of return 
forecast, it may petition fora new rate. In this event the Board does not attempt 
to go back of the date of petition of the carrier to make up any deficiency claimed, 
but establishes a prospective rate based on current facts and estimated future 
conditions. Therefore, to protect the interest of the Government, the Board 
must be constantly alert to the possibility that a subsidized carrier on a final rate 
may be receiving more assistance from Federal funds than the law provides under 
honest, economical, and efficient management. Under such a procedure the 
Government usually waits until the air carrier reports high profits and then acts. 
In the interim subsidy payments are excessive and the excess can never be re- 
couped. 

It is practically impossible for the Board, through the rate-making process, 
to identify and eliminate all types of uneconomical or inefficient practices of an 
air carrier. Certain expenses may be disallowed and the use of comparative tech- 
niques may reduce some types of expenses. However, without technical personnel 
studying the particular air carrier’s practices and policies and determining costs 
of various operations at the site, it appears doubtful that subsidies can be greatly 
reduced in these respects regardless of how closely a carrier’s costs are scrutinized 
in Washington by rate-making technicians. 

The act does not provide an incentive for the carrier to reduce its need for 
subsidy assistance. Nor, in our opinion, should it be necessary for the Govern- 
ment to provide by law or policy an incentive of any kind. Our reasoning is 
based on the fact that the Government, in issuing a mail certificate to an air car- 
rier, is required by statute to underwrite the “‘need” of the carrier and, in effect, 
guarantees against loss, provided operations are honest, economical, and efficient. 


4 Florida Airways, Inc., Mid-West Airlines, Inc., and E. W. Wiggins Airways, Inc. 
5 Federal income taxes are discussed on p. 36. 
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If the Board is to fulfill the objective of the act to provide a stabilized air trans- 
portation system, it should be provided with the necessary tools to (1) obtain 
first-hand information through studies of airline operations, and (2) be in a post 
tion to assist the air carriers to reduce their need for assistanee. Thus long-range 
plans based on studies of various problems such as route structure, competition, 
operating costs, and uneconomical practices should be made. In this way, an 
informed Board could forecast when any segment of the air transport industry 
may be expected to be free from Federal assistance. Many justifications have 
been found in eertain areas for an indefinite need for subsidy support. However, 
neither the Board nor any other group who has studied the subsidy problem can 
foresee a subsidy-free air transportation system. 


LEGAL SEPARATION OF SUBSIDY FROM MAIL PAY 


The Civil Aeronautics Act provides for a single mail rate, including subsidy, 
considering among other factors, ‘‘the need of each such air carrier for compensa- 
tion for the transportation of mail sufficient to insure the performance of such 
service, and, together with all other revenue of the air carrier, to enable such air 
carrier under honest, economical, and efficient management to maintain and con- 
tinue the development of air transportation to the extent and of the character 
and quality required for the commerce of the United States, the postal service, 
and the national defense” (52 Stat. 998, 49 U. S. C. 486). 

Reorganization Plan No. 10 of 1953, effective October 1, 1953, required the 
Board to administratively separate service mail pay and subsidy, but did not 
change the single rate. Under the plan, the Post Office Department pavs only 
the service rate for transportation of mail. The Board is required to include the 
subsidy amount in its budget request, justify the request, audit the subsidy claims, 
and make subsidy payments (see p. 56.) 

For those earriers requiring subsidy, the Board determines the total mail pay 
necessary to cover operating expenses less nonmail revenues plus a return on in- 
vestment in facilities used and useful in the transportation of mail after income 
taxes. From the total mail pay the Board deducts the service mail pay previously 
established; the balance amounts to subsidy. 

We believe that the device of providing subsidy as a part of a rate for the 
transportation of mail has outlived its usefulness. Even with the limited separa- 
tion of mail pay and subsidy prescribed by Reorganization Plan No. 10 of 1953, it 
remains complicated and, in those eases involving extreme controversy, unneces- 
sarily time consuming. 


Recommendation to the Congress 


We recommend that the Congress amend the act to provide specifically for a 
complete legal separation of subsidy and mail pay. The Board has stated that 
it has long been on record with the Congress as favoring an amendment of the 
act to provide for such a separation. In addition we are recommending in the 
diseussion beginning on page 39 that a system of contracting be provided for 
the determination and payment of subsidy once it has been legally separated from 
mail pay. 

CHANGE IN ELIGIBILITY FOR SUBSIDY 


Insofar as eligibility for subsidy is concerned, the act limits such assistance to 
those carriers who are engaged in the transportation of mail. We are aware, of 
course, that when the present airline subsidy program was begun in 1938, the 
Board was authorized by the inclusion of the so-called ‘‘need’”’ clause in section 
406 (b) of the aet to use the mail pay as a device for encouraging the development 
of air transportation. 

Since 1938 the air transport industry has undergone tremendous economic 
growth and technical advancement. No longer is total mail pay, including 
subsidy, a large source of revenue for the trunk lines and international carriers. 
Therefore we believe it appropriate for the Congress to reconsider the subsidy 
eoncepts of 1938. 


Recommendation to the Congress 


We recommend that the act be amended so as not to require that carriers hold 
a mail certificate to become eligible for subsidy. At the same time it should be 
made clear that the mere issuance of any type of certificate does not carry with it 
a bona fide right to a claim for subsidy. 

Under arrangements presently prevailing, it is conceivable that the Board, if 
it has not already done so, may hesitate to grant a mail certificate purely on the 
ground that the holder of such certificate would be eligible for subsidy under 
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other provisions of the act. By removing such a requirement, certificated carriers 
would become eligible for subsidy only after a showing that subsidy is necessary 
in the interest of.essential air transportation. 


COST OF SUBSIDY 


Prior to 1951 no determination was made as to the amount of subsidy included 
in the total mail pay. In September 1951 the Board issued a report which admin- 
istratively separated mail pay of domestic carriers into its two components: 
(1) Service payments, or compensation covering the cost of carrying mail, includ- 
ing a fair return on the facilities used and useful in that operation, and (2) subsidy. 
Subsequent reports by the Board provided for administrative separation of the 
mail pay of the international and overseas carriers. It was not until October 1, 
1953, however, that separation of subsidy from service pay became official. On 
that date, pursuant to Reorganization Plan No. 10 of 1953, the Board assumed 
responsibility for making subsidy payments which previously had been an obli- 
gation of the Post Office Department. The latter continued to make payments 
representing service mail compensation. As previously, the Board was required 
to fix and determine both elements of mail pay. See page 56 for a further discus- 
sion of subsidy separation. 

For the fiscal years 1951 through 1956, air carrier subsidies have been estimated 
by the Board as follows: 

{In thousands] 
i oe | T “—. 
| International | 





‘ Domestic 

Total ! | Overseas, and | ee ae | sresin enes 
| | territorial i“ and helicopters 

| 

WE ics eesste tice se sk gud) $76, 657 | ane $17, 310 $18, 881 
FOR Pk once oe peeee heated ceainnes 68, 355 | 42, 954 | 18, 990 6, 411 
1953 » ae ee 70, 741 | 45, 414 21, 800 3, 527 
1954 72, 036 | 41, 012 | 24, 570 6, 454 
1955 a3 55, 728 | 26, 972 | 23, 040 5, 716 
1956. . amet . 48,719 | 19, 624 24, O88 5, 007 
Total _ _- ent Cn tabonaenie 392, 236 | 216, 442 | 120, 798 45, 996 


1 Source: Board report entitled Service Mail Pay and Subsidy for United States Certificated Air Car- 
riers, dated September 1955. 


These amounts are subject to revisions for all years, depending upon, among other 
things, final Board d>cisions on existing temporary mail rates, 

The following summary of Board estimates of subsidies for the fiseal year 1956, 
made at various dates in a l-year period, illustrates that the subsidy picture can 
change with rapidity. Some of the factors influencing the reductions shown are: 
(1) The high level of economic activity, (2) the ever-increasing acceptance of air 
transportation as a mode of travel, (3) the increased volume of military mail being 
moved by commercial air carriers, and (4) the Board’s reflection of these improve- 
ments in its current rate orders. For individual carrier estimates see appendix D. 


[In thousands] 








Septem ber February September 
1954 1955 1955 
Domestic trunklines and helicopters. -.......--.---------.---- $7, 367 | $7, 445 $5, 007 
Lac War eiee.. -.....--.-<s. os SP seh hts deuewecake } 25, 970 | 25, 135 24, O88 
International, overseas, and T'erritorial - . diddsbcMiadu aba ewel 45, 763 | 29, 118 | 19, 624 


RN re eae ben ea oe Ae ey | 79, 100 61, 698 | 48, 719 


ROUTE DEVELOPMENT AND EXPANSION 


The promotion and development of adequate air transportation routes, both on 
an individual carrier basis and on national and international bases, is one of the 
most important functions and responsibilities of the Board. The complexity of 
this task is increased by apparently conflicting aims: (1) The Need to obtain 
service required by the public interest, commerce, the postal service, and the 
national defense may be opposed at times by the desire to reduce the Government’s 
subsidy payments and (2) the statutory requirement to consider competition as 
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being in the public interest may be at odds with the requirement to develop a 
financially sound transportation system. 

The Board’s powers with respect to routes are extensive. The Civil Aero- 
nautics Act provides that a carrier must obtain a certificate of public convenience 
and necessity from the Board in order to engage in regularly scheduled air trans- 
portation. The certificate specifies the routes to be served, as well as such terms, 
conditions, and limitations as may be required in the public interest. In addition, 
the Board has authority, after due notice and hearing, to “alter, amend, modify, 
or suspend”’ the certificate, in whole or in part; under certain conditions the 
certificate may be revoked. 

In evaluating the proposed authorization of additional air service or the 
elimination of existing air service, the Board considers such factors as— 

1. Adequacy and extent of other available means of transportation in- 
cluding other air service. 
2. The economic and industrial characteristics, both current and potential, 
of the area to be served. 
3. The points to and from which the public probably would travel. 
4. The effect on existing air carrier systems. 
5. The possibility of integrating the proposed point or points with the 
carrier’s existing route pattern. 
6. Which carrier can best provide the required service. 
7. The traffic that can be reasonably expected as a result of new service, 
8. The estimated cost to the Government in subsidy payments. 
9. The requirements of the postal service for additional airmail facilities. 
10. The needs of the Departments of State and Defense, and other Govern- 
agencies. 
To compile as complete a record as possible on these and other questions, the 
Board obtains briefs and statements from all interested parties, including the 
affected carriers, representatives of the communities under consideration for 
service, and the Post Office, State, and Defense Departments. 

In addition to the record, the Board injects a judgment factor, based on its 
overall knowledge and experience, and familiarity with the airline industry. 

The financial well-being of any carrier is almost wholly dependent upon the 
existence of a generally strong route system, a system which will provide access to 
major population centers and permit reasonably long-haul operations. Under 
their present route structures the local service carriers cannot be expected to 
achieve financially self-sufficient routes in the foreseeable future. 

The Board has not formulated a long-range route development program. It 
has, however, demonstrated in recent decisions settling major area group cases that 
it is reappraising important portions of the national air route structure. These 
decisions, each of which involves most of the carriers operating within a particular 
area,® provide for additional competitive services intended to give the public 
better transportation facilities and at the same time strengthen some of the smaller 
trunklines. 

We believe, however, that the Board should turn its attention, in part at least, 
to developing a program of research which would take into consideration such 
matters as the potential effects upon the national route pattern of the forthcoming 
commercial jet aircraft. The lack of such a program may well be the result of a 
condition reported in the Board’s 1956 budget request, that “‘* * * only a minor 
part of the staff’s time can be devoted to independent study of existing route 
systems with a view toward initiating Board actions looking to possible inprove- 
ments,” 


Recommendation to the Board 

We recommend that the Board institute a full-scale and continuing study 
delving into all aspects of the routes of the domestic, international and overseas, 
and Territorial carriers to determine the need for existing services as well as the 
services that may be required in the foreseeable future. Based upon its findings, 
the Board should then be in a better position to formulate a long-range route 
development plan to provide a logical program for the efficient expansion and 
promotion of air transportation. 

The Board has informed us, after a review of our report draft, that ‘‘ The ability 
to make such studies and to do other route planning work is, of course, a factor 
limited by staff time which can be devoted to such studies * * *. In this con- 
nection, arrangements are being made pursuant to which certain key staff members 
will be able to devote a greater portion of their time to developing procedures for 


¢ For example, New York-Chicago, New York-Louisville, Northeast-Southwest. 
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expediting the flow of the routes work and to the development of appropriate 
studies to assist the Board in programing such work.” 


International route development related to requirements of Departments of State and 
Defense 


In international route cases the Board obtains the views of the Departments of 
State and Defense regarding the diplomatic and military implications underlying 
the need for United States carriers to serve various areas throughout the world. 
All Board decisions involving international, overseas, and Territorial routes are 
subject to the approval of the President.’ 

Based on a limited review, it appears that the Board considers carefully the 
effects of its international route decisions on United States foreign relations and 
national defense. Except for actions taken during periods of national emergency, 
the Board determines route alinements on the basis of all phases of national 
interest, such as economic considerations, postal requirements, foreign relations, 
and national defense. The Board does not attempt to determine the subsidy cost 
of our international routes attributable to the interests of the Departments of 
State and Defense. 

A case in point is the service provided by Pan American World Airways, Inc., 
to various points in Africa. 

South African service.—A route to Africa, serving Monrovia, Liberia; Lagos, 
Nigeria; and Leopoldville, Belgian Congo, was first authorized on a temporary 
basis in September 1941. The route was established by way of Brazil across the 
South Atlantic. The Board approved the route on the finding that it was needed 
in the interest of national defense, pursuant to an announcement by the President 
that national defense should be a prime consideration in reaching a decision in the 
vase, The Board did not examine at that time the economic or postal aspects of 
the route. The authorization was terminated on August 12, 1944, effective 
6 months thereafter, when the Board was notified by the Secretary of War that 
the service no longer was required in the national defense. Service to Monrovia 
and Leopoldville was continued by way of a previously authorized Pan American 
route through Lisbon, Portugal. 

On August 15, 1946, Pan American was authorized, for a period of 7 years, to 
operate the following routes: 

1. Between the terminal point New York, N. Y., the intermediate points 
the Azores; Dakar, French West Africa; Monrovia, Liberia; Accra, Gold 
Coast; Leopoldville, Belgian Congo; and the coterminal points Johannesburg 
and Capetown, Union of South Africa, 

2. Between Natal, Brazil, and the coterminal points Johannesburg and 
Capetown, via the intermediate point Ascension Island and an intermediate 
point in West Africa, 

The Board found that passenger revenues on the route from New York to 
South Africa would fall short of furnishing sufficient support to maintain the 
service and that about $1 million a year would be required in Government sub- 
sidy. However, it was pointed out that the commerce to be developed would 
make that cost worthwhile. Regarding the route from Natal to South Africa, 
the Board found that about $1.5 million subsidy support would be required, but, 
despite the slight commercial value of the route, national defense considerations 
compelled authorization. The Departments of War and Navy, as well as the 
President, had all advanced arguments for such need. However, Pan American 
never inaugurated the latter service. 

On June 28, 1952, Pan American’s route to Africa was amended to authorize 
service to Lisbon and Casabalanca as intermediate points between the Azores 
and Dakar. This was a temporary amendment, to expire on August 14, 1953. 
Pan American already had authority to operate to Lisbon, and this change merely 
formalized an existing pattern. Service to Casablanca was not inaugurated. 

On September 27, 1954, the President approved a Board order renewing Pan 
American’s temporary authority to operate the African route until July 4, 1959. 
The route was not changed from that previously existing except that Boston, 
Mass., was added as an intermediate point, and Capetown was dropped as a 
terminal point. 

In the latter renewal proceeding the Board relied upon the examiner’s report 
and recommendations in reaching its decision. In concluding that the South 
African route should be continued, the examiner stated that such action was 
required by “the development of trade and commerce, the promotion of friendly 
relations with the African people, the maintenance of adequate and accessible 
sources of strategic raw material, and the advantages of having trained personnel 


7 Sec. 801 of the act (49 U. S. C. 601) 
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and facilities available for air transportation to Africa and the Near East in event 
of military necessity * * *.” 

Both the Departments of State and Defense indicated interest in preserving 
United States air transportation to the various points in Africa. The Department 
of State considered continuation especially urgent. However, simply because the 
Board adopted those recommendations is not to say that compelling economic 
justifications for renewal did not exist. On the contrary, the examiner discussed 
at greater length the various national interest factors warranting recertification. 
The annual costs to the Government for the support of the South Africa route 
was estimated by the examiner at between $1.2 million and $2 million. This 
cost apparently did not seem unreasonable to the Board since it was not a bar 
to renewal. 

Other route cases in which State and Defense similarly presented positive 
opinions for the Board’s consideration include (1) the North Atlantic Certificate 
Renewal case, which involved service by Pan American and Trans-World to 
Europe and beyond, and (2) the Trans-Pacific Certificate Renewal case, which 
involved service by Pan American and Northwest to Hawaii, Alaska, and Asia. 

Mail pay requirements of South African route-——The examiner assigned to the 
South Atlantic Renewal case (Order No. E-8664, decided by the Board on 
August 3, 1954; approved by the President on September 27, 1954) estimated that 
the subsidy cost to maintain the African service “will approximate $2 million 
annually if Pan American’s authority to carry Lisbon-Africa traffic is terminated,® 
and $1,200,000 if it continues to carry such traffic * * *.”’ According to the May 
1955 Official Airline Guide, published by American Aviation Publications, Inc., 
Pan American operates 2 trips weekly from Lisbon to Johannesburg, and 2 from 
Johannesburg to Lisbon. By action of the Portuguese Government, Pan American 
may not enplane passengers at Lisbon for carriage to Leopoldville or Johannes- 
burg, and, conversely, may not enplane passengers at Johannesburg, or Leonold- 
ville for transportation to Lisbon. The subsidy cost therefore is something 
approaching $2 million annually. 

The Board estimates that subsidy requirements of Pan American’s Atlantic 
Division are $3,136,000 for 1955 and $2,454,000 for 1956. Thus, the African 
route, although a minor part of the total Atlantic operations, requires a major 
portion of the subsidy. 

Information furnished by the Board indicates that for the 8-year period 1946 
through 1953 ® the total mail-pay requirements of the African route were about 
$12.9 million, including about $9.9 million of subsidy. The total mail pay esti- 
mate for 1954 was about $2 million, of which $1.6 million was subsidy. 

The preceding discussion on the South African routes raises the following 
question: 

1. Should the Board make an annual determination of the cost of routes 
of this character applicable to the interests of the Departments of State and 
Defense for the purpose of being reimbursed out of appropriations of these 
Departments? 

2. If it is decided that point 1 is not required, should the Board make an 
annual determination of the amount of subsidy costs related to national 
defense or other national interests for the purposes of separating these costs 
from the amount of subsidy needed for other objectives of the act? This 
separation would be primarily for the information and use of the Congress 
in its consideration of appropriation requests of the Board. In fact, in re- 
porting on the Board’s 1956 appropriation, the Senate Committee on Appro- 
priations stated: 

“Tn evaluating subsidy requirements for the future, particularly for inter- 
national operations, it would be helpful to the committee if the Board were to 
segregate and identify with greater particularity the routes and services for 
which subsidy is required, and those which do not receive subsidy support.”’ 

3. Should an international carrier be required to absorb the losses of 
uneconomical routes operated solely at the request of the Departments of 
State and Defense from the profits of its high density routes? 

The Board has submitted the following answers to these questions: 

“The Board believes that it might be appropriate for (1) and (2) above to be 
explored with the two departments concerned, although no overall savings are 
apparent as a result of shifting the cost to other appropriations. It should be 
noted, however, that it would be extremely difficult to arrive at a precise calcula- 
§ At the pleasure of the Portuguese Government. 
® Information not available prior to 1946. 
10S. Rept. 512, June 10, 1955, 84th Cong., Ist sess., p. 6. 
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tion of cost and even more so to distribute the same between the interests of the 
two departments. 

‘‘As regards (3) above, it is already the established policy to require that losses 
on an unprofitable route be absorbed by earnings on a carrier’s profitable routes 
without regard to whether the loss route is operated for considerations of primary 
concern to a particular department of the Government.’’ 


COMPETITION BETWEEN SUBSIDIZED CARRIERS 


The act provides that the Board, in carrying out its duties, shall consider as 
wing in the public interest, ‘‘Competition to the extent necessary to assure thi 
sound development of an air-transportation system * * *.” In accordance with 


this statutory declaration of policy, the Board has considered the competitive 
ispects of new or renewed services. The Board has refrained, however, fro 
establishing a rule on competition to be applied in every case, and under all 
circumstances. As the Board has pointed out in the past, the many considerations 
hat have to be weighed in resolving the question of instituting competitive opera- 
ons are sometimes almost irreconcilable. 

As an example of uneconomic subsidized competitive service introduced it 
Territory of Hawaii by Board action, we cite the following case 
Hawaiian intraterritorial service 

At the present time the Government is providing subsidy support to two carriers 
operating parallel and competitive routes in the Hawaiian Islands. The records 
show that two carriers—-Hawaiian Airlines, Ltd., and Trans-Pacific Airlines, 
Ltd.—were granted subsidies totaling approximately $2,318,000 in fiscal years 
1951 through 1954. According to a recent Board decision, the total will be about 
$293,000 annually, commencing with March 1, 1954. 

Prior to 1949 Hawaiian Airlines was the only mail certificated carrier in the 


Territory, having been awarded a certificate under the ‘‘grandfather’’ clause of 
the act in 1939 in the name of its predecessor company. It developed into the 


principal means of passenger transportation in the islands, furnishing an essential 
service to the traveling public which was practically dependent on its facilities 
to get from one island to another; and it was able to operate profitably without 





the aid of subsidy. In considering Trans-Pacifie’s petition for a certificate, 
the Board examiner stated that Hawaiian Airline’s service had not been found 
inadequate. 


However, in a decision approved by the President in February 1949, the Board 
held that the second certificated carrier was desirable, and accordingly granted 
temporary operating authority to Trans-Pacific to carry passengers and property 
only for a period of 5 years (10 C. A. B. 62). The carriage of mail was not author- 
ized; hence, Trans-Pacific was not eligible for subsidy assistance. 

In certificating a second carrier, the Board concluded that the monopoly 
exercised by Hawaiian was not in the public interest and that competition would 
result in continued improved service, and greater transportation convenience 
Furthermore, since the public was so dependent on air travel, a catastrophe 
destroying all or part of the existing facilities would have serious effects on the 
economy of the islands. The Board also found that the authorization of a second 
carrier would not seriously impair Hawaiian’s sound financial position or its 
ability to render adequate service. 

Nine months after beginning operations, Trans-Pacific applied to the Board 
for mail pay which, in the original certificate case, it said it did not require. 
Accordingly, in April 1951, Trans-Pacific’s temporary certificate was amended 
to inelude authority to transport mail and the carrier became eligible for subsidy, 
support (12 C. A. B. 900). in granting this amendment the Board again decided 
that concentration of the transportation facilities in one airline was dangerous 
and not in the public interest. Trans-Pacific indicated that without mail pay 
support it would have to cease operations. It should be noted that the Post 
Office Department stated that additional mail facilities were not required. 

In a dissenting opinion Vice Chairman Oswald Ryan said that the inevitable 
effect of the Board’s decision would be “‘to reduce to a subsidy status the only 
small, short-haul, historically self-supporting, certificated airline which has thus 
far appeared on the American scene.’’ Mr. Ryan observed that the only justifica- 
tion the Board had for authorizing Trans-Pacific to carry mail was not the needs 
of the commerce, the postal service, and the national defense, but the fact that a 
catastrophe could conceivably destroy the islands’ primary means of travel. He 
said that there was no guaranty that the same catastrophe would not strike both 
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airlines simultaneously, since they operate parallel to each other and under com- 
parable operating conditions. 

In October 1949, 4 months after Trans-Pacific commenced operations as a certifi- 
cated carrier of passengers and property only, Hawaiian petitioned the Board for 
increased mail pay. At the time, Hawaiian was receiving service mail pay only. 
In March 1952 the Board fixed a subsidy rate retroactive to the petition date and 
in subsequent rate cases has continued to approve subsidy for Hawaiian. 

The Board’s decision to certificate a competitive carrier in the islands has 
resulted, as stated previously, in a total subsidy cost of approximately $2,318,000 
for the fiscal years 1951 through 1954. Of this total, Hawaiian was granted 
$1,596,000 and Trans-Pacific was granted $722,000. 

In a decision approved by the President on July 11, 1955, the Board renewed 
Trans-Pacifie’s certificate for a temporary period ending December 31, 1959. 

We feel that the Board should give careful consideration to the policy statement 
of the President’s Air Coordinating Committee which calls for the avoidance or 
elimination of uneconomic competitive services. If the Board undertakes a study 
of airline routes as recommended it should determine whether any other uneconomic 
competitive services exist. 


COMPETITIVE ASPECTS OF MILITARY AIR TRANSPORTATION 


The Department of Defense is operating independent military air transportation 
services in direct competition with certificated international, overseas, and do- 
mestic carriers. This condition is discussed in the section on the Military Air 
Transport Service (MATS) (p. 233) of the subcommittee report on Transpor- 
tation, Commission on Organization of the Executive Branch of the Government 
dated March 1955. 

The Commission’s subcommittee reports that the “present route patterns of 
MATS largely parallel those of scheduled United States commercial airlines on 
the international and domestic routes.” It was estimated that MATS carried 
about 342,000 passengers in international travel and 1,832,000 passengers in 
domestic travel during fiscal year 1954, along with 82.85 million ton-miles of 
military mail. Speculating on the economic significance of this diversion of 
traffic, the Comm.ission’s report on Transportation (p. 57) to the Congress con- 
cludes that: 

“If the United States international airlines were to obtain 25 percent of the 
passenger volume and 50 percent of the military mail shown as moved by Military 
Air Transport Service alone for the fiscal year ended June 30, 1954, the inter- 
national commercial carriers would have reduced their subsidy bill by $42.9 
million, almost 88 percent of the total amount. Moreover, to the extent that 
Military Air Transport Service curtailed its operation to conform to this pro- 
posal, the Government would effect actual out-of-pocket savings through a 
proportionate reduction in Military Air Transport Service costs.” 

During the Commission’s investigation, the Department of Defense in De- 
cember 1954 began transferring overseas military airmail to commercial carriers. 
Based on available information, we have estimated military mail pay to be $13 
million in fiscal year 1955 and $16 million in 1956, and that as a result subsidy 
payments to certain carriers should be reduced by over $7 million for each year. 

We are unaware of any similar plan to transfer to commercial airlines the pas- 
senger- and cargo-carrying activities of the Department of Defense not directly 
related to military requirements. The Commission estimates that if only 25 
percent of the international passenger traffic carried by MATS were transferred, 
over $22 million in additional revenues would accrue to the international carriers. 
This would contribute greatly to the economic self-sufficiency of these carriers. 

The Department of Defense has frequently expressed to the Board its need for 
the continuation and expansion of commercial air transportation to many parts 
of the world, adding in some degree to the overall subsidy bill (See p. 22.) Thus 
we find the Department requesting expanded commercial services on the one hand 
and directly competing with those services on the other hand. In this connec- 
tion, the Commission’s report (p. 59) to the Congress has recommended: 

“That the peacetime operations of the integrated Military Air Transport 
Service be restricted and realistically limited to persons and cargo carefully eval- 
uated as to necessity for military air transportation and, only after commercial 
carriers have been utilized to the maximum practicable extent, should transpor- 
tation on Service carriers be authorized.” 

We concur in this recommendation. The President’s Air Coordinating Com- 
mittee is also in accord with the Commission’s reeommendation and has stated 
in its Civil Air Policy report “The Government should, to the greatest extent 
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practicable, adjust its use of air transportation so as to use existing unutilized 
capacity of United States air carriers.’ 


? 


Recommendation to the Congress 

We believe it important that the Congress direct the Department of Defense 
to transfer, wherever possible, military mail, cargo, and passengers to United 
States certificated air carriers. As stated in the Commission’s report, prompt 
action by the Department would result not only in a significant reduction in sub- 
sidy for international carriers, but also in the development of an economic self- 
sufficient civil airline system, thus providing a substantial reservoir of airlift to 
be available to meet mobilization emergencies. 


EFFECT OF SETTING RATES ON A DIVISIONAL BASIS 


There are 12 carriers operating 2 or more divisions at the present time. Prior 
to the Supreme Court decision of February 1, 1954, the Board had followed the 
practice of establishing a single system rate for 5 of these carriers (American, 
Kastern, United, National, and Pacific Northern). Of the 7 carriers remaining, 
3 (Alaska Airlines, Braniff, and Colonial) have separate rates for 2 divisions and 
the Board for some time has established the rates for each division simultaneously. 

Thus we have four carriers (Delta, Northwest, Pan American, and Trans World 
Airlines) for whom service mail rates and subsidy need are determined separately 
by divisions. Trans World has been off subsidy since 1952. The largest of these 
4 carriers is Pan American, composed of 3 operating divisions—Atlantic, Latin 
America, and Pacific-Alaska. Service mail rates and subsidy need are determined 
for each of its divisions separately and involve four rate proceedings by sectors of 
operations: (1) Transatlantic services, (2) Latin American services, (3) trans- 
pacific services, and (4) Alaska services. The estimated subsidy for these 4 
sectors totaled about $24,500,000 in 1954, or about one-third of the total subsidy 
payments for that year.!! 

Since 1946 there has always been an open rate case pending on one or more 
divisions of this carrier. One of the inherent dangers in this situation is that 
over $200 million of centrally controlled revenues and expenses are allocated or 
distributed to the divisions by the carrier’s main accounting office. The task 
confronting both the Board’s audit and rates staffs of validating the amounts so 
shifted is overwhelming. A small change in allocation percentages may cause a 
shifting of substantial dollar amounts between a division on a final rate to another 
(or others) on a temporary rate. If a single system rate for subsidy was used, 
the problem of validating the divisional amounts allowable for subsidy purposes 
would be eliminated. Moreover, setting a single rate would conform to the 
Supreme Court decision of considering the need of a carrier as a whole, and would 
eliminate separate rate proceedings for each of its divisions. We have previously 
stated our position on these matters in our letter of May 6, 1955, to the chairman 
of the Committee on Interstate and Foreign Commerce, United States Senate. 
(See appendix F.) 

Recommendation to the Board 

We believe that subsidy requirements of air carriers should be handled under a 
contract arrangement, and we are recommending this in another section of our 
report. (See p. 40.) But until that issue is decided, we recommend that the 
Board administratively establish one rate for subsidy to meet the need of an air 
carrier as a whole. The argument for this procedure is more convincing in view 
of the principle established by the Supreme Court decision in the Delta Air Lines, 
Ine. (Chicago and Southern Air Lines, Inc.) case (847 U. 8S. 74 (1954)), whereby 
the Board, in fixing a mail rate for a carrier operating two or more divisions, is 
required to offset against the need of any one division the excess earnings of the 
other division or divisions. (See p. 47.) 

The Board has informed us that it concurs in the recommendation to establish 
a single-system subsidy rate and that it is proceeding accordingly.” 

SUBSIDIARIES OF AIR CARRIERS 

Most of the stock investments of the mail certificated air carriers are in com- 
panies servicing the carriers’ operations. These companies, for the most part, 

'! Subsidy payments are estimates for periods during which divisions are in open rate status. The 
Board, on December 30, 1955, fixed the total subsidy for 1955 at $9,256,000 less the earrier’s capital gains, 


including tax effect, of $7,792,000. For 1956 and thereafter the annual subsidy is fixed at $9,859,000. 
2 Order No. E-9889, dated December 30, 1955, purports to fix a system mail rate for Pan American. 











provide airport, terminal, and ticket sales facilities, and radio communication 
and meteorological services. 

The question of what effect investments in subsidiary companies have upon the 
financial condition and operating results of the investing carriers becomes im- 
portant mainly in the case of those carriers receiving subsidy support. Only one 
subsidized carrier, Pan American World Airways, Inc., has stoeckholdings in a 
multitude of affiliated and associated companies, most of which are in Latin 
America. In addition to companies providing the types of services mentioned 
above, this international carrier’s subsidiaries and affiliates are eneaved in airline 
operations, hotel operations, and real estate and development activities. There- 
fore we reviewed available data regarding the subsidiaries to determine their 
influence on the need for Government support of the parent company. 

‘‘Affiliates’’ as defined for purposes of air carrier accounting and reporting to 
the Ci: il Aeronautics Board are “companies controllinz, or controlled by the air 
carrier; or companies controlled jointly by the air carrier and others under a joint 
agreement.” 

The word “control”? is not defined in the Civil Aeronautics Act of 1938, 
although section 413 (49 U. S. C. 493) provides that ‘whenever reference is 
made to control, it is immaterial whether such control is direct or indirect.’ 
It is recognized that control may be exercised in other ways than through a 
majority of stock ownership. It is recognized also that the term ‘control’ 
includes the power to control either negatively or affirmatively, directly or 
indirectly. 

Pan American treats as affiliates those companies in which it holds more than 
50 percent of the outstanding stock. At December 31, 1953, there were 9 such 
affiliates, 3 domestic and 6 foreign. The associated companies totaled 22, 4 
domestic and 18 foreign. In addition, the carrier had stock investments in 
eight companies which it, and its independent auditors, classified as nonasso- 
ciated companies. The carrier also had stock investments representing 17 
memberships in 10 country clubs. 

As an indication of the substantial volume of open-account transactions 
between the air carrier and the more significant of its affiliated and associated 
companies, we present figures as compiled by the Audits Division of the Board. 
For the calendar year 1953 the billings made by the carrier against, and cash 
pavments made to, the affiliates and associates aggregated $33,171,000, whereas 
billings and cash payments received by the carrier from the same affiliates and 
associates totaled $29,847,000. 

While the billings to affiliates and associates are susceptible to complete audit 
verification, such is not the case regarding the billings from them, aside from 
those relating to traffic sales. For the most part, the billings from the affiliates 
and associates originate in foreign countries and largely represent charges for 
servicing the carrier’s operations in those countries. Included in these billings 
are ioint facilities charges, consisting mainly of allocated costs and expenses. 

We made field trips to locations where audits of the carrier’s books and records 
were being performed by the Board’s audit staff, to determine particularly the 
audit work as it pertains to the carrier’s transactions with its affiliates and 
associates. The auditors made a limited test of the transactions primarily to 
determine types. The test did not include verification of the underlying support 
for outgoing billings, except insofar as they may have been verified in connec- 
tion with analyses of expense and other accounts. Incoming billings from 
foreign affiliates and associates, for legal and diplomatic reasons, cannot be 
audited by the Board at the place of origin; therefore, the propriety of these 
billings cannot be determined. 

We telieve that the scope of the audit of intercompany transactions was 
inadequate, because the accounts and records of the affiliates and assoviates are 
not, nor have they ever been, audited by the Board, except for a recent exploratory 
examination of one of the wholly owned domestic affiliates. 

The Board plans to audit the hooks of domestic su'sidiaries when it determines 
that transactions between them and the parent could have a significant impact 
upon the air carrier’s financial position, operating results, or the subsidy lia’ ility 
of the Government. Concerning foreign subsidiaries, the Board plans to audit 
transactions originating with the air carrier and to review transactions originating 
with the subsidiaries for conformance with contracts, agreements, and other 
documentary support, insofar as such support is available. 

The following major areas involve transactions with and investments in sub- 
sidiary companies and, in our opinion, should require adequate audit and rate 
staff investigation to bring to the attention of the Board the basic facts necessary 
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to reconsider existing policies and to establish new policies to protect fully the 
interests of the Government. 

1. It is possible for subsidiaries to retain earnings until the subsidized carrier 
is on a final rate. Any distribution of dividends to the carrier during a final 
rate period would not be subject to application toward the reduction of the 
carrier’s need for Government subsidy. 

2. A carrier’s equity in subsidiaries may be several times the acquisition cost 
of the stock investment, thus representing substantial potential income to tl 
carrier. Here again, if any or all of the investments were liquidated during 
fina! rate period, the gains would not be offset against the carrier’s need. In the 
case of Pan American, its reported stock investments in affiliated and associated 
companies at December 31, 1954, totaled $7,958,000 while its estimated equity, 
based on their book values, was $21,000,000. The amounts at December 31, 1953, 
were $6,697,000 and $18,000,000, respectively. The market values of these 
investments are not known. 

Joint facilities charges to the air carrier, and any other charges determined 
by allocations of expenses, might contain a disproportionate share of total expenses. 

1. Charges to subsidiaries for maintenance and overhaul work, pilot training, 
technical assistance, lease of aircraft, sales of aircraft and equipment, and for all 
other services performed by the parent company could be more favorable to the 
subsidiaries than sound business practices warrant. 

In connection with item 2 above, the Board, in the recent Trans-Atlantie Final 
Mail Rate case, included in Pan American’s investment base only those invest- 
ments in its affiliated and associated companies which produced income in excess 
of 7 percent. This was done on a single item basis without offsetting income 
“deficiencies” in one company against income ‘‘excess”’ in other companies. Thus 
onlv the income in excess of the allowed rate ee eee ae the carrier’s ‘‘need.”’ 

The Supreme Court decision in the Delta Air Lines, Inc., case (3847 U.S. 74) 
dealt with the Board’s treatment of Delta’s “need” and “all other revenue’’ de- 
rived from its certificated activities. The decision state “Min part: “F * * “rhe 
requirement is that the Board offset all of a carrier’s revenues in determining the 
subsidy ; there is no discretion in the Board to disregard any portion of the revenue 
because of economic or policy considerations.” 

Although we are here dealing with ‘other revenue” derived by Pan American 
from activities other than those covered under its certificate of public convenience 
and necessity, it is reasonable to assume that the cited statement of the Court 
applies equally in the instant case. In our opinion, the “need” of an air earrier 
should be decreased by the total amount of income from investments in noncer- 
tificated activities, not merely that portion in excess of the rate of return allowed. 
Apparently the Board has considered, but not adopted, this tenet for it has stated 
“* * * it is also to be noted that a respectable argument could be made for a more 
restrictive position than taken by the Board; that is to include as ‘other revenue’ 
all income from investment in other companies without recognition of any return 
on investment.” % We believe the Board should reconsider its policy regarding 
its treatment of income from investments in subsidiary companies. 

We do not mean to imply, in the foregoing discussion, that the solution to the 
problem is to have Pan American dispose of its stock interest in affiliates and 
associates. The services rendered to the parent company by these companies are 
essential to successful operations. However, such services may be self-operated 
or contracted for. 


ic 


FEDERAL INCOME TAXES 


A review of the Board’s past appropriation hearings indicates congressional 
interest in the allowance of Federal income taxes by the Board in fixing mail 
rates, Our discussion which follows generally covers the two major issues in- 
volved: (1) Whether income taxes are properly allowable in computing mail pay 
rates, and (2) whether a subsidized carrier can enjoy a so-called windfall from 
taxes allowed, 


Ta res as allowat le exrpense 


In our opinion, there is no question that the Board has authority under the 
act to treat Federal income taxes as allowable costs in fixing rates of compensation 
for the transportation of mail, whether such rates are compensatory only or include 
subsidy. The fair and reasonable rates of compensation for the transportation of 
mail by aireraft, as provided for by the act, necessarily must be computed on 
the basis of net income to the carrier after all expenses, including taxes. 


13 Order No. E-9530, August 30, 1955, p. 14 
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In determining the mail pay for an airline, the Board considers and allows 
certain elements of cost and, in addition, an amount which will provide a pre- 
determined return on the carrier’s investment. To establish this return, the 
Board must treat the computation of income tax expense as a separate and dis- 
tinct step. This tends to highlight the tax amount allowed, and lends to it a 
sense of unwarranted importance, although it is merely one of many items of 
expense considered. 

Tazes as possible source of windfall 

It appears doubtful that a subsidized carrier may receive an advantage in the 
nature of a windfall by reason of the fact that the income tax allowed for mail 
pay may be greater than the final tax liability. 

In attempting to match the income tax allowance with the actual tax liability, 
there would be present the task of determining the amount of tax applicable to 
mail revenue and nonmail revenue; such determinations would be based largely 
upon assumptions which would be difficult to support and probably the subject 
of dispute. Therefore the adjusted income tax liability as finally accepted by 
the Treasury Department would be of little assistance in answering the question 
presented. An analysis and study of each income tax return and supporting 
information, as well as underlying records, would have to be made in order to 
reach any satisfactory comparison between income tax allowances included in 
airmail pay and the adjusted income tax liability for each airline; even with this 
information it might not be possible to arrive at a reliable conclusion, primarily 
because of the assumptions inherent in the allocation of expenses between mail 
and nonmail revenue 

Under section 406 (b) of the Civil Aeronautics Act, the Board is required to 
provide an amount of mail pay sufficient to cover the carrier’s total need, and 
not merely the element of need resulting from income-tax expense. As a general 
rule the actual income-tax liability will not be less than the estimated income-tax 
allowance unless the carrier’s actual total need increases beyond the need as 
estimated for rate purposes. It follows, therefore, that a decrease in income-tax 
liability generally reflects an increasing rather than a decreasing total need. 

For every dollar of tax allowed in a rate, the forecasted earnings would be about 
$2, at 52 percent income-tax rate. In an open-rate period, income-tax expense, 
while allowable, is not normally included in temporary mail payments, but the 
actual tax paid is included in the final rate established for that period. In a 
closed-rate period a subsidized carrier who uses less than the amount of tax 
allowance forecast, theoretically, at least, has experienced reduced earnings. 
Hence the ‘‘need”’ of such carrier would have been underestimated in the mail rate 
and the carrier would be compensated for only 50 percent of its additional ‘“‘need’”’ 
by the overestimate of the tax allowance. Under these conditions the carrier 
generally petitions the Board for a higher rate, for future periods, to cover the 
increase need. Conversely, if the carrier’s actual earnings should increase above 
the forecast, the estimated tax allowance then would be less than the actual tax 
liability. In this instance the Board, on its own initiative, would reopen the rate 
because of increased earnings. 

In view of the foregoing, we are of the opinion that while there may be differ- 
ences between the estimated income-tax allowances for mail-pay purposes and 
the final tax liability applicable to mail pay, such differences could be either 
higher or lower, because of the necessity for forecasting revenue and expenses in 
a ratemaking process. In fixing a future rate based upon past performance and 
future forecast, all elements of revenue and expenses are subject to fluctuations 
beyond the control of the Board and, in some instances, the carrier. The protec- 
tive feature in the act, however, is the authority of the Board, upon its own motion, 
to reopen a rate case at any time it is of the opinion that the return to the carrier 
is exceeding the amount which was contemplated at the time such rate was 
established. 

SALARIES OF EXECUTIVES OF SUBSIDIZED AIRLINES 


The Board in the past has limited the amounts paid in salary to top executives 
of smaller air carriers, which amounts were underwritten with Government 
subsidy. The limits have ranged from $12,000 to $18,000 a year. To our knowl- 
edge no limitation on salaries of executives of subsidized domestic trunkline or 
international carriers had ever been set until the Transatlantic Final Mail Rate 
case, decided December 20, 1954. 

In that case the Board set $65,000 as the maximum individual salary allowable 
for mail-pay purposes. The limitation applied to one large domestic-international 
carrier. Since only this ecarrier’s international division was involved, only the 
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portion of the excess salaries allocated to that division was disallowed. The 
Board’s examiner, in his initial decision, treated the subject in this manner: 

“The question presented is not related to the worth of the individuals to the 
company or a proper salary level for them. Management is free to reach its own 
decision in the matter. The sole question * * * relates to how much of such 
salaries should be underwritten by the taxpayer through need mail pay rather 
than by the stockholder. The standard of $65,000 per year is roughly based on 
the average of the average salary and the highest salary paid the presidents of * * * 
(three large trunklines) in 1950 and 1951.” (Emphasis supplied.) 

We concur with the principle that management should be free to pay whatever 
salaries are necessary to attract competent people and that the amounts to be 
underwritten through subsidy should be limited. On the other hand, we question 
the soundness of the method used in arriving at the standard of $65,000 a year 
for the following reasons: 

1. Taking an average of an average is not basically sound, especially when 
giving disproportionate weight to the highest salary paid. 

2. The executive salaries of the other carriers used in determining the 
average were not supported by subsidy. 

3. The individual limitation has no relation to overall executive salaries 
paid. Thus a subsidized carrier with 20 vice presidents and 6 assistant 
vice presidents is subject to no limitation so long as each salary is under the 
maximum amount adopted by the Board. 


Recommendation to the Congress 


We recommend that the Congress impose a limitation on salaries of airline 
executives for allowance in determining subsidy for a carriers. 

Section 805 (c) of the Merchant Marine Act, 1936, as amended by section 20 
of Public Law 586 82d Congress (66 Stat. 765), states that, when considering 
profits of subsidized steamship lines in the determination of subsidies, ‘‘* * * no 
salary for personal services in excess of $25,000 per annum paid to a director, 
officer, or employee by said contractor, its affiliates, subsidiary, or associates, 
shall be taken into account * * *.” 

Since the Congress has seen fit to establish a policy regarding the allowable 
salaries in granting subsidies to ship operators, there would appear to be precedent 
for it to include a similar limitation in the Civil Aeronautics Act governing the 
air-transport industry. Therefore, in the event the Congress should consider 
establishing any salary limitation, we recommend that it also adopt the language 
appearing in section 805 (c) of the Merchant Marine Act defining the term ‘“‘salary”’ 
as including ‘“‘wages and allowances of compensation in any form for personal 
service.” 

Furthermore, in our opinion, it is as important for the Board to limit the aggre- 
gate amount of executive salaries to be underwritten by the taxpayer as it is to 
limit the individual amount. 


TRAVEL BY GOVERNMENT PERSONNEL 


Government employees traveling by air on official business overseas are not 
required to go on United States airlines. Statistics are not available as to the 
extent to which such traffic is diverted from our international carriers. Any 
revenue from this traffic would reduce their subsidy requirements. 

In this connection we call attention to a provision in the Merchant Marine Act 
of 1936 (49 Stat. 2015) which states: 

“Any officer or employee of the United States traveling on official business 
overseas or to or from any of the possessions of the United States shall travel * * * 
on ships registered under the laws of the United States where such ships are 
available unless the necessity of his mission requires the use of a ship under a 
foreign flag * * *,”’ 

Recommendation to the Congress 

We recommend that the Civil Aeronautics Act be amended to conform in the 
above respect to the Merchant Marine Act to prevent the possible diversion of 
Government travel to foreign air carriers. The President’s Air Coordinating 
Committee supports this reeommendation by stating at page 16 of the Civil Air 
Policy report that ‘‘Wherever possible, Government travel abroad on commercial 
planes should be on United States-flag carriers.’’ 
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CONTRACT NEGOTIATION FOR SUBSIDY 


Direct Government support to the airlines is furnished throuch the medium of 
mail pay, based on rates established by the Board. The mail pay, pursuant to 
Reorganization Plan No. 10 of 1953, effective October 1, 1953, is composed of 
two distinct elements: (1) Service or compensatory pay, paid by the Post Office 
Department, computed at a fixed amount for each mail ton-mile, and designed 
to compensate the carrier for the reasonable costs involved in transporting the 
mail, plus a fair return on the investment used and useful in the conduct of such 
service and (2) subsidy pay, which together with all other revenues, is designed 
to enable the carrier, “under honest, economical, and efficient management, to 
maintain and continue the development of air transportation to the extent and 
of the character and quality required for the commerce of the United States, the 
postal service, and the national defense.’”’? 4 Subsidy payments are made by the 
Board; the amounts to be paid are computed by deducting from the overall 
“need” of the carrier, as fixed and determined by the Board, service mail pay- 
ments made by the Post Office Department. 

Reorganization Plan No. 10 thus provided for a separation of the payment 
function, but it did not disturb the power of the Board to establish a single overall 
mail rate comprising both service and subsidy pay. Payments to carriers were 
still made on the basis of services rendered in connection with the carriaze of 
mail, rather than a certain amount for provicing mail service and a separate 
and distinct amount to promote the development of air transportation, without 
regard to mail carried. 

Recommendation to the Congress 

We recommend that the entire subsidy function be removed from the scope 
of the Board’s quasi-legislative, judicial, ratemaking, and regulatory functions. 
We propose that a Subsidy Administrator be appointed by the President and there- 
after be administratively responsible to the Chairman of the Board. The position 
should necessarily be filled by a person well versed in the economies and principles 
of the air-transport industry, a person who would be afforded rank and authority 


commensurate with his duties and responsibilities. Such official would assume 


the functions of (1) determining the level of assistance to each air carrier applicant, 
(2) executing the subsidy program on a negotiated contract basis, and (3) develop- 
ing wavs and means of reducing the subsidy requirements through expert studies 
and assistance to carriers. The Administrator should scrutinize at all times the 
financial condition and operations of the carriers toward the end of assisting them 
as quickly as possible to attain self-sufficiency. The earrier should keep the 
Administrator fully apprised of any and all of its proposed major changes in its 
financial structure, equipment, and activities which would have an effect either 
directly or indirectly upon its subsidy requirements. 

To be completely effeetive, the Administrator should, for the most part, function 
independently of the Board, except to the extent that the latter would hav: 
final responsibility in those areas involving disputes. Needless to say, the 
Administrator would at all times work in close harmony with the Board and, of 
necessity, would have access to all personnel, information, materials, and admin- 
istrative services pertinent to the performance of his task. It is not intended 
that a new organization be built up. Except for the addition of a few specialists, 
the services of the present rates and audits divisions and other components of the 
Board would be used. 

In this manner, we believe that the Board would be less encumbered and better 
enabled to devote a major portion of its time and attention not only to the day- 
to-day items coming before it, but to long-range matters involving service mail 
rates, passenger and property transportation rates, route evaluation, mergers, 
and the promulgation of the Keonomie Regulations and the Civil Air Regulations. 

In order to effectively administer the subsidy program, the subsidy Adminis- 
trator should be authorized to ascertain the fair and reasonable level of subsidy 
payments, and then enter into negotiated contracts with the carriers involved. 
The contract should include such terms and conditions as would be desirable to 
protect the interest of the Government and to promote the purposes of the Civil 
Aeronautics Act. These contracts should be for a fixed period of time, with the 
proviso that amendments may be made at any time upon agreement of the parties. 
The contract should clearly indicate that the subsidy payments to the carriers 
are for the purpose of promoting the development of the Nation’s air transporta- 
tion system, and represent compensation to the carrier for furnishing such service 


| 


144 Civil Aeronautics Act of 1938, sec. 406 (b) (52 Stat. 998; 49 U. S. C. 486). 
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as may be authorized in its certificate of public convenience and necessity other 
than the carriage of mail. The contract amount should be initially set at a max- 
imum figure consistent with the carrier’s forecast of operations during the contract 
term, after analysis and review by the Administrator for reasonableness. ‘There 
is no reason for detailed and intensive study at the outset of the contract. Pro- 
vision should be made, however, for an annual review and audit of the carrier’s 
operations so that adjusted payments can be negotiated at any time, should 
conditions so warrant. 

At the expiration of the contract there should be a comprehensive review and 
examination of the carrier’s activities during the entire period and, in the light 
of the statutory requirement of ‘‘honest, economical, and efficient management,” 
a final contract amount should be negotiated on a cumulative basis. In the event 
that agreement cannot be reached as to final settlement of the contract, upon 
petition of either party, the Civil Aeronautics Board should arbitrate the issues, 
and its decision should be final. 

As a necessary supplement to this plan, and in order to enable the Administrator 
to better carry out his functions, we believe that the Congress should establish 
certain national policy guides regarding subsidy payments. (See p. 44.) 

idvantages of proposed system 

A few of the more important advantages to be achieved under the proposed 
system of independent subsidy determination and administration are 

1. Inealeulable savings of time and money would accrue to both the carriers 
and the Government through elimination of the lengthy legalistic procedures 
presently employed by the Board in establishing subsidy amounts he result- 
ing speed in clearing up subsidy questions through the contract process will be 
important to the carrier in that it will have timely knowledge of the approximate 
financial assistance it can reasonably expect and be able to plan its operations 
accordingly. 

2. The contracting process would enable the subsidized carrier to report more 
accurately and promptly its operating results. The present Board procedures 
have been eriticized on the basis that a carrier’s financial reports cannot disclos« 
actual operating results and net income. That is, the reports must continually 
note that a final rate has not been set by the Board and that the effects of a 
final rate on the financial condition of the carrier are unknown. Months or 
years later the carrier may be able to report adequately on the preceding vears, 
but it is difficult for the investing public to understand clearly this arrangement. 
The fact that delay in obtaining a rate forees the carrier to report a temporary 
operating loss, or even a small profit precluding a dividend, is enough to discourage 
stable equity financing. 

3. Under the contract method, payments made during the term of the con- 
tract found to have been excessive upon periodic audit and final review can be 
recouped. Under the present system, in establishing a mail rate for an open 
rate period, the Board is acting after the facts are known. In effect this is a 
cost plus a fair return on investment method of determining a mail rate. Gen- 
erally, however, when establishing such a rate, the Board will simultaneously 
establish a final future rate based on past performance and future forecast. If 
the latter results in a higher return than anticipated, the only recourse under 
the present law is for the Board to reopen the case upon its own motion and to 
establish a new rate effective only from the date reopened. Under present Board 
procedures, however, the rate staff analyzes reported carrier data on a quarterly 
basis, considering the results for the 12-month period then ended. Necessarily 
there is a timelag between the close of the repor: g period and the time that 
the data are furnished by the carrier, and a further delay to allow for review and 
analysis. Thus the decision to reopen a rate because of excessive earnings May 
not occur until approximately 3 months or more have passed. Excessive earn- 
ings during this period, as well as in any prior closed rate period, are not available 
for recapture. 

4. The need for establishing elaborate and complex mail pay rate formulas 
would be eliminated because there would be a complete divorcement of subsidy 


from mail rates, and subsidy would no longer be a rate but an amount. Under 
the contract method, rate formulas would not be required since periodic disburse- 
ment of the subsidy could be made whenever necessary, in accordance with the 


carrier’s certified requests for payment under the contract. There would be a 
definite saving over the present method of processing subsidy claims. 

5. The Administrator would be charged with devoting full time to subsidy 
problems. By the same token the Board would be able to concentrate on other 
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matters requiring its urgent attention, especially the development of a sound 
national route pattern, and the elimination of its backlog of cases. 

In a letter dated June 3, 1955, to the chairman of the Committee on Interstate 
and Foreign Commerce, United States Senate, we furnished suggested contractual 
statutory provisions for use as guidelines by the proposed subsidy administrator 
should the contract method be enacted into law. This letter is included as 
appendix E. 

While our recommendation has been directed toward a contract system under 
the direction of a subsidy administrator, we are not opposed, as an alternative, 
to the contract functions being performed within the Board’s present framework. 
Our major objectives in either case are that the Congress provide for (1) the 
complete separation of service mail pay and subsidy, (2) fixing the amount of 
subsidy on a contract basis subject to periodic review, and (3) recapture (with 
respect to the subsidy so determined) of any “excess profits,’’ as determined 
by the Board, accruing to the carrier during a contract period. 

While the fixing of a service mail rate would continue to be handled through a 
formal proceeding, our conception of the alternative plan contemplates that the 
determination of subsidy would not. Instead, subsidy contracts would be 
negotiated and submitted to the Board for approval, without formal hearing 
and oral argument. 


NEED FOR CONGRESSIONAL POLICY GUIDANCE 


Section 2 of the act contains the congressional declaration of broad policy, as 
follows: 

“Tn the exercise and performance of its powers and duties under this act, the 
Board shall consider the following, among other things, as being in the public 
interest, and in accordance with the public convenience and necessity— 

““(a) The encouragement and development of an air-transportation system 
properly adapted to the present and future needs of the foreign and domestic 
commerce of the United States, of the postal service, and of the national 
defense; 

“(b) The regulation of air transportation in such manner as to recognize 
and preserve the inherent advantages of, assure the highest degree of safety 
in, and foster sound economic conditions in, such transportation, and to 
improve the relations between, and coordinate transportation by, air car- 
riers; 

‘““(e) The promotion of adequate, economical, and efficient service by air 
carriers at reasonable charges, without uniust discriminations, undue prefer- 
ences or advantages, or unfair or destructive competitive practices; 

‘““(d) Competition to the extent necessary to assure the sound development 
of an air-transportation system properly adapted to the needs of the foreign 
and domestic commerce of the United States, of the postal service, and of the 
national defense; 

“(e) The regulation of air commerce in such manner as to best promote 
its development and safety; and 

‘“f) The encouragement and development of civil aeronautics.”’ 

We suggest the inclusion by amendment of additional policies, particularly 
with regard to the duration of subsidy to be afforded certificated air carriers. 
In this connection, attention is invited to the President’s Air Coordinating Com- 
mittee report entitled ‘“‘Civil Air Policy,’’ issued in May 1954. The report con- 
tains many constructive recommendations which warrant consideration in the 
adoption of basic policies designed to lessen the Nation’s airline subsidy expendi- 
tures. We concur generally in many of the broad statements of the ACC. 

It should be noted that the Board, as a quasi-legislative judicial arm of the 
Congress, is not compelled to adopt the President’s policies as guides in its delib- 
erations. To be sure, the report indicates that the Board," as one of the agencies 
participating in the study, has “approved these policies and [is] ready to carry 
them out to the fullest extent practicable.’? And to a limited degree the Board 
undoubtedly has applied the suggestions contained in the report. There are no 
indications, however, that the Board has adopted such recommendations of the 
Air Coordinating Committee as: 

1. “In keeping with overall transportation objectives, airline subsidy 
should, so far as possible, be limited to strictly temporary aid, designed to 
develop needed services which could not progress at an adequate rate without 
Federal support. 


16 Chan Gurney, former Board Chairman, was vice chairman of the Air Coordinating Committee, 
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2. ‘‘Where the public interest requires the continued maintenance of 
uneconomical services, increased emphasis should be placed upon the in- 
clusion of such operations within route systems that are capable of absorbing 
their cost without subsidy. 

3. “The existence of a route certificate should not in itself obligate the 
Government to continue subsidizing a service, if it is determined that the 
cost has become disproportionate to the public benefits. 

4. “In the future, the Government’s maximum commitment for subsidizing 
any new or renewed route should be limited, both as to amount and duration, 
at the time route authorization is granted. If it becomes impossible for a 
carrier, within its authorized subsidy, to provide the service for which it 
was certificated, it would then be necessary for such carrier to seek recon- 
sideration of its route certificate.” 

Another point covered by the report, although not specifically stated as a 
recommendation, concerns the minimizing of international subsidy requirements 
through “‘the avoidance, or elimination where it now exists, of uneconomic compe- 
tition between United States-flag services.” 

Of paramount importance at this time is the advisability of expediting a pro- 
gram adjusting the route structures and certificates of the various local service 
carriers so as to provide the maximum opportunity to improve their economic 
position within the general scope of their intended type of operation. 

There may also be some opportunity to develop improved route systems 
through mergers between local service carriers or between local service and trunk 
carriers. With such adjustments the carriers should be required to meet a definite 
schedule for an orderly phased reduction and eventual elimination of subsidy 
support. In the absence of exceptional circumstances, if any local service carrier 
does not continue to make significant progress toward self-sufficiency, in accord- 
ance with the schedule, consideration should be given to terminating the carrier’s 
operating authority. 

We agree with the conclusion reached by the President’s Committee that 
there is no sound reason why air transportation, any more than any other industry 
in the Nation’s economy, should enjoy permanently the contingent protection 
against future loss afforded by an eligibility to seek resumed subsidy payment. 
Such protection is not conducive to maximum vigor and economy of the industry’s 
management and may, in fact, retard the long-term progress of the industry. 
Therefore, as stated in the President’s report, to ease the transition to a subsidy- 
free status for air carriers, temporary financial relief, including loans, loan guar- 
anties, or other interim measures may be justified in lieu of outright subsidy 
grants to meet situations in which these carriers face temporary financial difficul- 
ties, and are unable to obtain private credit on reasonable terms. 


Recommendation to the Congress 

We recommend a more specific declaration of congressional policy covering 
those areas mentioned above. This should serve as an invaluable guide to the 
Board and the air-transport industry in clarifying many of the issues which here- 
tofore have been resolved in individual cases and may or may not have been given 
general application. 

It is especially important for the Congress to provide guidance in areas where 
termination of subsidy support is unlikely in the foreseeable future. We believe 
that the Congress should lay down the basic determination of what is public 
interest, how many subsidy dollars are warranted, and how long subsidy shall 
continue. 


EsTIMATED RECOVERY OF SuBstpyY UNDER THE SUPREME Court DECcISIONS 
oF Frespruary 1, 1954 


On February 1, 1954, the Supreme Court of the United States rendered two 
important decisions interpreting section 406 of the act. In these cases the Court 
held that the Board had not properly interpreted the statute in determining the 
subsidy need of the air carriers since it had failed to include all of the carriers’ 
revenues in setting mail rates. A summarization of the cases follow. 


DELTA AIRLINES, INC., SUCCESSOR TO CHICAGO & SOUTHERN AIRLINES, INC. 
(347 U. S. 74) 


In the Delta case the carrier was operating under a closed mail rate covering 
its domestic operations. This rate for which Chicago & Southern had applied 
in 1944 and 1945 was designed to afford the carrier a net return after taxes of 
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7.4 percent on that part of its investment allocable to domestic operations for 
the period beginning January 1, 1948. 

In 1946 the carrier petitioned for a mail rate covering its international route. 
On October 18, 1951, the Board established rates retroactively for the period 
from November 1, 1946, to December 15, 1950, and prospectively from December 
16, 1950. In fixing the “need of the carrier’ for the past period, the Board 
refused to apply the excess earnings (the amount which exceeds a fair and reason- 
able rate of return) of the carrier’s domestic operations against the losses of its 
international operations. Both the court of appeals and the Supreme Court, 
however, found that the “‘need”’ of the carrier should have been measured by 
considering the results of the ecarrier’s entire operations. Therefore the excess 
earnings of one of its divisions should have been offset against the losses of its 
other division, as contemplated by the statute. 


WESTERN AIRLINES, INC. (347 U. S. 67) 


Western Airlines, Inc., petitioned for a rate order on April 26, 1944. In 1951 
the Board determined the rate for the period May 1, 1944, through December 31, 
1948. 

The carrier realized profits in excess of $1 million from the sale, with the ap- 
proval of the Board, of the certificate and properties for air operations of one of its 
routes. The Board treated the profit (about $650,000) derived from the sale of 
“tangible assets’’ as ‘“‘other revenue’? and reduced the mail compensation ac- 
cordingly. But it declined to reduce the mail-pay allowance by the profit realized 
from the sale of the “intangible value”’ of the route for its stated reason of desiring 
“to encourage improvement of the air-route pattern through voluntary route 
transfers by other earriers.’? Notwithstanding this statement of policv, however, 
the Court restated its position that the carrier’s ‘‘need”’ encompassed its overall 
requirements after having given effect to “‘all other revenue”’ from whatever source 
derived. 

In compliance with this decision, the Board issued order No. [--9264 dated 
June 1, 1955, requiring a refund of $467,482 of subsidy previously allowed Western. 
Since the original payment had been made by the Post Cffice Department, the 
refund would be made to the Department. Therefore the Postmaster General 
requested payment from Western and the carrier has agreed to make reimburse- 
ment in six monthly payments beginning in August 1955. 

Since these cases interpreted section 406 (b) of the act to mean that the ‘“‘need”’ 
of a carrier must be computed with reference to the entire operations of the carrier, 
the Board, in applying the Court’s decisions to carriers operating more than one 
division, has no alternative except to review each carrier’s operations as a whole 
under established rate review procedures. 


POSITION OF THE BOARD 


Sinee February 1, 1954, the Board has taken into account the Supreme Court 
decision in setting new rates. However, the problems involved in determining 
the precise amounts and periods during which excess earnings will be available 
for offset purposes are complex. 

In its budget justification for 1956, the Board listed the major questions to be 
resolved in determining the total amount available for offset purposes. These 
questions and the actions taken by the Board as reported in the budget justifica- 
tion are: 

‘‘(a) In determining the amount of excess earnings of the closed division (or 
divisions), should the Board consider the past period as a whole, thereby offsetting 
vears in which excess earnings were realized against years in which earnings de- 
ficiencies were sustained, or should the Board consider only those periods in which 
excess earnings were realized? If during the past period as a whole the other 
division sustained earnings deficiencies should such deficiencies be made up with 
additional mail pay? 

(6) Should the Board consider earnings deficiencies sustained by the closed 
division during a period which had been reviewed and for which a rate had been 
established on a retroactive basis in an independent rate proceeding? 

‘““(e) In determining the amount of excess earnings should the Board review 
the operations of the closed division, applying the customary rate making adjust- 
ments, or should the determination be based upon actual results alone, i.e., re- 
ported data adjusted only to reflect sound accounting principles! 

“(d) Should the rate of return applied to measure excess earnings be that 
customarily allowed in establishing mail rates generally, or do special considera- 
tions warrant departing from the customary rates of return? 
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“The first formal proceeding to involve application of the principle was the 
Transatlantic Mail Rate case, which involved past period rates as far back as 
1946 and final future rates for both Pan American and TWA. However, the 
hearing in the case had been closed prior to the handing down of the Supreme 
Court decision. By order of September 29, 1954, the Board required reopening 
of the record and further hearing, for accumulation of necessary data and, in the 
accompanying opinion, set forth the bases upon which it intended to apply the 
decision, as follows: 

“(a) In determining whether or not closed divisions have produced excess 
earnings, earnings deficiencies in any year of the past period should be netted 
against excess earnings realized in other years or the review period. Any resulting 
excess earnings remaining would then be applied against the need of the open 
division. 

“(b) The operating results (i. e., deficiencies) of closed divisions for periods 
covered by a subsidy rate established on a past period basis should be excluded 
from consideration in determining the amount of any offset. 

‘““(c) In determining the amount of excess earnings, the Board will apply to 
the operating results the statutory standards of honest, economical and efficient 
management,” 

The orde: of September 29, 1954, in the Transatlantic Final Mail Rate case, 
was contested by both Pan American and Trans World, but was reaffirmed by 
the Board in its opinion and crder dated June 7, 1955 (order No. E—-9282). How- 
ever, the question as to the rate of return to be allowed in computing ¢xcess earn- 
ings remains unanswered. 

With regard to the question of retroactivity, the Board has taken the position 
that the Court decisions will have no effect in those cases where all divisions are 
on a final rate, ana, accordingly, is confining its activity in the offset issue to 
those carriers who have one or more divisions for which final rates have not been 
in effect. The Comptroller General concurs in this view. 


POST OFFICE DEPARTMENT ESTIMATE OF AMOUNTS AVAILABLE FOR OFFSET 


In June 1954 the Postmaster General, in a letter to Senator Harley M. Kilgore 
of the Senate Committee on Appropriations, asserted that the various carriers 
affected by the Supreme Court decision had $50,798,000 in excess earnings avail- 
able to offset subsidy payments. (This included $350,000 due from Western 
Air Lines—an exclusively domestic operation.) The $50,798,000 was computed 
by the Department and purported to be the total earnings for the various carriers 
in excess of the fair rate of return. The Department used, as a fair rate of return, 
8 percent for domestic operations and 10 percent for international operations, 
which concurs with the Board’s past practice on prospective mail rates. 

The Department subsequently has admitted that its assertions were high, and 
in a statement before the subcommittee of the House Committee on Appropria 
tions on February 22, 1955, one of its representatives explained that it is impossible 
to estimate the total retmbursement applicable to the period prior to October 1, 
1953, until the Board makes its final decisions in the matter. 

The Department’s assertion had included $15,857,000 as excess earnings for 1 
carrier. However, this carrier had received only $2,627,000 in temporary mail 
pay which included service-mail pay. Despite the high excess earnings, the De- 
partment would be entitled as a maximum to recover only the amount by which 
the Board finds that the temporary payment of $2,627,000 exceeds the service- 
mail pay. In the case of another carrier, the Post Office Department estimate 
was based only on periods of excess earnings without regard for other periods 
when the carrier was operating at a loss. 


BOARD ESTIMATE OF AMOUNTS AVAILABLE FOR OFFSET 


The Board’s staff has prepared an estimate of the amount of excess earnings 
available from the various carriers to offset subsidy, which indicates that 
$27,113,482 may be available compared with the Department’s assertion of 
$50,798,000. 

It should be pointed out that any recoveries resulting from the offset issue for 
periods prior to October 1, 1953, representing the major portion of the amounts 
involved, will be for the account of the Post Office Department and therefore will 
have no effect on either current or future subsidy estimates or appropriations of 
the Board. Recoveries for the period after October 1, 1953, will be for the account 
of the Board and will be considered in its future budgetary requirements, 
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GOVERNMENT SAFEGUARDS TO INSURE RECOVERY OF SUBSIDY PAID DURING PERIOD 
OF EXCESS EARNINGS 





The Post Office Department assertion of $50,798,000 of excess earnings by the 
various carriers available for offset purposes and the Board’s staff estimate of 
$27,113,482 pertain to the following carriers: 


Estimate of excess earnings— 

Carrier By Post 
Office De- 

partment ! 


By Board 
staff 


Braniff _- : 2 $1,000,000 | 2 $2,000, 000 
Delta (Chicago & Southern) 2,746,000 | 21, 448, 000 
Northwest ce ’ " = | 2 450, 000 
Pan American__- 7 6, 815, 000 2 13, 806, 000 
rrans-World 24, 030, 000 3 8, 942, 000 
United : 15, 857, 000 |. ‘5 
Western__- ; : : 350, 000 4 467, 482 

Total. .... ; . 50, 798, 000 27, 113, 482 


1 Letter from Postmaster General to Senator Kilgore, June 5, 1954. 

2? Estimates furnished by staff of Mail Rates Section. 

8 Brief dated July 29, 1955, submitted by Bureau counsel in ‘reopened transatlantic final mail-rate case’ 
docket No. 1706 

‘ Board order No. E-9113 dated Apr. 19, 1955. 


The Board has firmly established the amount due from Western Air Lines, 
Inec., and the carrier has agreed to refund the excess earnings to the Post Office 
Department in six monthly installments. 

In the transatlantic final mail-rate case, the Board decided that $11,602,000 ' 
in addi.ional payment was due Pan American for the period from January 1, 
1946, to December 31, 1953. (This ineluded $4,792,000! due to American 
Overseas Airlines, Inc., which is now merged with Pan American.) Payment 
of this amount will be withheld pending final determination of the amount of 
excess earnings available to offset subsidy payments. 

In addition, any payments made to Pan American or TWA for the period after 
December 31, 1953, are also subject to such adjustment as may be required by 
the Board’s final determination in the reopened offset proceeding. 

As for the remaining balance due from Pan American and the amounts due 
from TWA and the other carriers, the Government’s interests are also well pro- 
tected. The recovery of any amounts determined to be available for offset 
purposes is assured because these carriers transport girmail and the Post Office 
Department can withhold service mail payments until the full amount is recovered. 
Similarly, any amounts due the carriers by any Government agency for trans- 
portation of passengers or freight or for any contractual relationships could be 
withheld to insure full recovery of the excess earrings. 


COMMENTS ON REVIEW 


We have reviewed the status of the air carriers operating more than one division 
for the purpose of determining the extent and effect of the Supreme Court 
decisions. 

The carriers affected by the decisions may be grouped under the following 
categories: 

1. Carriers receiving temporary rate for one or more divisions 

The most significant group of carriers consists of those who had one or more 
divisions on temporary rates at February 1, 1954, and who may have excess 
earnings in one division that could be used to offset subsidy requirements of 
another division or divisions. 

This group includes the carriers listed below. In each instance we show the 
periods under discussion, the Post Office Department assertion of the amount 
available for offset, and the Board’s most recent estimate of the amount for 
offset. These amounts have no legal effect as to accuracy or finality in the ab- 





16 Upon reconsideration the Board has amended these amounts to $14,043,000 and $5,333,000, respectively 
order No. E-9530 dated Aug. 30, 1955). 
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sence of a full hearing and adjudication by the Board. Proceedings are in process 
to determine the amount of offset involved for each of the carriers. 

(a) Pan American World Airways, Inc., and Trans-World Airlines, Inc.—The 
order dated December 20, 1954, in the transatlantic final mail-rate case established 
mail rates retroactively for American Overseas Airlines, Inc. (AOA), for the period 
from January 1, 1946, to September 25, 1950; for Trans-World Airlines, Ine. 
(TWA), for the period from February 5, 1946, to December 31, 1953; and for 
Pan American World Airways, Inc. (PAA), for the period from January 1, 1946, 
to December 31, 1953. In addition, the order established prospective rates for 
PAA and TWA (transatlantic divisions) effective January 1, 1954. (AOA was 
merged with PAA on September 25, 1950.) The order stated that the compen- 
sation established is subject to such adjustments as may be required by the 
Board’s final determination in the offset proceedings made necessary by the 
Delta decision of the Supreme Court. 

In determining the periods during which excess earnings were available to offset 
subsidies, the Board excluded periods for which rates had been set retroactively 
(order No. E-9282 dated June 7, 1955). Thus, in the case of TWA, the Board 
excluded earnings from its domestic division during the period from March 14, 
1947, to December 31, 1950, for which a final rate was established in September 
1951. In determining excess earnings for PAA, the Board included the following 
periods and divisions: 

Pacific: January 1, 1951, to December 31, 1953. 

Alaska: July 1, 1951, to December 31, 1953. 

Latin American (LAD): January 1, 1953, to December 31, 1953. 

The rates for prior periods for these divisions had been either set retroactively 
or, in the case of LAD for calendar year 1952, are still open. 

The Post Office Department in its letter to Senator Kilgore dated June 5, 1954 
(printed in Congressional Record, Senate, June 14, 1955, p. 6920), asserted that 
PAA had $6,815,000 and TWA had $24,030,000 of excess earnings available to 
offset subsidies paid to these carriers. The most recent estimates prepared by 
the Board’s staff (October 1955) show that $13,806,000 will be available for offset 
against PAA’s subsidy, and $8,942,000 will be used to reduce subsidy paidTWA 
in prior years. These estimates have not been accepted by the carriers. Because 
of the amounts involved and the periods covered, an early settlement appears 
improbable. 

(b) United Air Lines, Inc.—On December 14, 1954, United agreed to accept 
only a service mail rate on its Hawaiian route for the period from May 1, 1947, to 
August 6, 1952. In its assertions to the Congress, the Post Office Department 
indicated that $15,857,000 of excess earnings from domestic operations would be 
available from United to offset subsidy payments, if any, on its overseas route. 
However, since the carrier has agreed to accept a service mail rate only, the ques- 
tion of subsidy and offset is eliminated. 

(ce) Braniff Airways, Inc.—The rate for the Latin American operations of this 
carrier is open for the period from June 4, 1948, to December 31, 1953. Final 
rates were established for both domestic and overseas operations effective January 
1, 1954. These rates were reopened effective January 1, 1955. It is expected 
that when a final rate is established for the overseas operations for the open period 
1948-53, the excess earnings of the domestic division will be taken into considera- 
tion. The Post Office Department has asserted that $1 million of excess domestic 
earnings is available from Braniff for offset against subsidy to its Latin American 
division. The Board rate staff has estimated $2 million as the amount available 
for offset purposes. The actual amount will be determined and taken into 
consideration in establishing rates for the open periods. 

(d) Delta Air Lines, Inc. (Chicago & Southern Air Lines, Inc.).—Chicago & 
Southern was merged with Delta effective May 1, 1953, and is the carrier directly 
affected by the Supreme Court decision. The Post Office Department has asserted 
that $2,746,000 will be available to offset subsidy payments for the periods from 
November 1, 1946, to December 15, 1951, and from May 1, 1953, to April 30, 
1954. The Board mail-rate staff, on the other hand, has estimated an amount of 
$1,448,000 available for offset for the period from January 1, 1948, through Sep- 
tember 30, 1951. The actual amount and the periods involved will be decided 
by the Board at some future date. Hearings in this case were concluded in Sep- 
tember 1955, 

(e) Northwest Airlines, Inc.—This carrier received final subsidy mail rates 
through December 31, 1950, for both its domestic and international divisions. 
The rates for both divisions are open for calendar year 1951. The carrier has 
received a service mail rate only for its domestic division since January 1, 1952, 
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Its international division was paid under a final mail rate, including subsidy, for 
the period January 1, 1952, to December 31, 1953, and since January 1, 1954, 
it was paid under a temporary rate. 

The Board mail-rate staff currently estimates that for the calendar year 1954 
approximately $450,000 of earnings of the domestic division will be available for 
offset against the subsidy requirements of the international division. The Post 
Office Department has made no assertions concerning this carrier. The actual 
amount of offset will be determined by the Board and taken into consideration 
in fixing final rates for 1954. 

2. Operating divisions on temporary rates 

Alaska Airlines, Inc., and Colonial Airlines, Inc., are carriers with two divisions 
for whom final mail rates including subsidy had been established separately for 
each division. The rates for both divisions were reopened at the same time and 
final rates for the open period will be established in accordance with the Supreme 
Court decisions. Inasmuch as both divisions’ rates include subsidy, there will 
not be any excess earnings available for offset purposes. 

8. Single rate established for entire operations of a carrier 

In the case of another group of carriers, the Board, prior to the Supreme Court 
decision, had already established a single system rate for each carrier. The serv- 
ice mail rate established for the domestic division was extended to the overseas 
division. This group of carriers consists of American Airlines, Inc., Eastern Air 
Lines, Ine., and National Airlines, Inc. 

Pacific Northern Airlines, Inc., has also had a single rate established for both 
its divisions. However, unlike the carriers noted in the preceding paragraph, 
both divisions of this carrier have been receiving subsidy. The rate for this 
sarrier was reopened February 10, 1954. 


Service Mai. Pay 


The Civil Aeronautics Act of 1938 provides that the Board fix and determine 
the rates at which payments are to be made by the Post Office Department to 
those air carriers certificated to carry mail. The act does not distinguish between 
service-mail pay and subsidy, both of which are included in the single mail rate 
established by the Board for each carrier. However, when the operations of 
various carriers indicate that subsidy is no longer required, the rates set by the 
Board for such carriers are compensatory only, since they reimburse the carriers 
only for the cost of carrying the mail plus a fair rate of return, after income taxes, 
on that portion of the investment used and useful in the mail service. 


ADMINISTRATIVE SEPARATION OF SUBSIDY 


In view of the increasing amounts paid to the carriers since 1938, the President, 
the Congress, the Hoover Commission, the Board, the Post Office Department, 
various carriers, and independent experts all recommended that subsidy be clearly 
distinguished from service-mail pay. Action was taken in September 1951, when 
the Board issued its report entitled ‘‘Adminisrative Separation of Subsidy From 
Total Mail Payments to Domestic Air Carriers.’”’ A similar report was issued in 
June 1952 covering the international, overseas, and Territorial carriers, and both 
reports have been brought up to date by annual revisions. These so-called separa- 
tion reports were administrative actions and were for information purposes only. 
A discussion of the method used by the Board in its administrative separation 
begins on page 63. Briefly, the separation study provided for service-mail rates 
for all the carriers, based upon the service rate established for the Big Four 
carriers (American, Eastern, TWA, and United) in a case concluded just a few 
days befor the first separation report was issued. A discussion of the Big Four 
case begins on page 57. 


REORGANIZATION PLAN NO. 10 OF 1953 


A major step in the legal separation of subsidy from mail pay resulted from 
Reorganization Plan No. 10 of 1953. This plan, effective October 1, 1953, pro- 
vided that service-mail payments only be made by the Postmaster General, on 
the basis of rates established by the Board for the transportation of mail. The 
Board was delegated the responsibility of paying the carriers’ subsidy claims and, 
as a result, now includes and justifies the subsidy amount in its budget request, and 
audits the claims. 





In complying with plan No. 10, the Board fixed service rates to be paid by the 
Postmaster General in accordance with the information and data included in its 
administrative separation reports. The service-mail rates established for the 
domestic trunkline carriers were reopened as of April 1, 1954. New rates were 
set for these carriers in June 1955 (see p. 65). The rates for local service carriers 
were reopened by the Board in June 1955, effective July 1, 1955. The rates for 
the international carriers remained in effect until April 7, 1954, when they were 
reopened by Board order. The Territorial carrier rates established in 1952 are 
still in effect. 

REVIEW OF SERVICE-MAIL RATES 


During the 4-year period ended June 30, 1954, service-mail payments for the 
transportation of mail by air totaled $205,345,000, as follows: 


{In thousands] 


Class of carrier Total! 1951 1942 1953 
Domestic trunklines ‘ $121, 955 $25, 432 $31, 773 $32, 307 
Local service - - 4, 668 1, 151 1,139 | 1, 136 
Helicopter 3, 935 907 SY] 1, 814 523 
International and Territorial 74, 787 17, 156 17, 972 18, 620 21, 039 


Total 205, 345 44, 646 51, 775 53, 877 55, 047 


Source: Board report entitled ‘‘Service Mail Pay and Subsidy for United States Certificated Air 
Carriers,’’ dated September 1955. 


In view of these large amounts we reviewed the basis for service-mail rates to 
evaluate the principles used in their determination. Since a number of the carriers 
were free from subsidy during all or part of this period, a misapplication of sound 
principles or a miscalculation in the service rate might have resulted in excess 
payments of Government funds. However, no recoveries would be possible 
since a final rate established by the Board is legal and binding upon the Govern- 
ment whenever mail services are performed. In addition, it should be noted 
that since all of the local service carriers and most of the international and Terri- 
torial carriers have been and continue to be subsidized, a change in service-mail 
rate would result only in an inverse change in subsidy and no change in the total 
cost to the Government. 

BIG FOUR CASE 


We have made an intensive study of the Big Four case for two primary reasons. 
First, at the time of our review it was the only important case involving service- 
mail rates that had been decided, and through this review we were able to gain 
some understanding of the policies and procedures of the Board. Second, it was 
a landmark case in many respects. As the Board has aptly stated: 

“It made it possible for the Board to accomplish its administrative separation 
of service pay and subsidy in September 1951. It paved the way to sharp reduc- 
tions in subsidy effective October 1, 1951, for seven trunklines. Because of this 
case and the Board’s administrative separation reports, the promulgation of 
Reorganization Plan No. 10 of October 1953 was greatly facilitated.” 

In addition the case, in effect, fixed the mail pay for the carriers involved from 
their respective petition dates in 1947 and 1948 to March 31, 1954. Through 
the years the Big Four have transported approximately 80 percent of all the 
domestic airmail, so that any rate established for them necessarily covers the 
payment of a large portion of the total airmail expense of the Government. 

Because the Board has since adopted a multielement rate concept effective 
April 1, 1954 we believe that nothing would be gained by going into 
extensive discussion of the case, except to the extent we feel is necessary to an 
understanding of how the Board reached its decision. 


History and chronology 

The Big Four case was a mail-rate proceeding instituted by the Board as a result 
of petitions !’ filed by Eastern Air Lines, Inc. (Eastern), Trans World Airlines, 
Inc. (TWA), and United Air Lines, Inc. (United), following the general financial 
deterioration in the airline industry after the close of World War II. At the time 
of the petitions these carriers were receiving mail compensation at the rate of 45 


3 : The effective dates of the petitions were: Eastern, July 8, 1947; TWA, March 14, 1947; and United, 
uly 1, 1947. 
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cents a mail ton-mile, the rate in effect since January 1, 1945, and the petitions 
requested relief in the form of substantial increases. The fourth carrier, American 
Airlines, Inc. (American), was included in the proceeding as of April 7, 1948, by 
action of the Board in connection with show-cause orders proposing new mail 
rates for the Big Four.'® Although initially considered to be separate, the four 
cases were consolidated by an order of the Board dated December 15, 1948, and 
thereafter was referred to as the Big Four case. 

The case was terminated on September 19, 1951, when the Board issued an 
order fixing and determining the “fair and reasonable final rates of compensation 
to be paid * * * for the transportation of mail by aircraft, the facilities used and 
useful therefor, and the services connected therewith * * *,”’ By this order arate 
equivalent to 63 cents a mail ton-mile, and containing an undetermined amount 
of subsidy, was fixed for each of the four airlines for airmail carried during the 
period from the date of its petition to December 31, 1950; such rate was to be 
inclusive of, and not in addition to, mail compensation already received. At the 
same time the Board established a service or compensatory rate of 45 cents a 
ton-mile for all mail carried on and after January 1, 1951. Both the 63-cent and 
the 45-cent rates were applicable only to mail carried within the continental United 
States and between the United States and terminal points in Canada. 

Although the case continued for more than 4 years from the date of TWA’s 
petition, it was eventually settled, short of a full hearing and other formal pro- 
cedures, by a compromise whereby the Board and the various parties !® to the 
proceeding reached an agreement as to the rates to be fixed. 

During the period that the case was in process, the Board found it necessary to 
grant immediate, temporary relief to the four carriers, providing mail compensa- 
tion in excess of the amounts then being received. On May 7, 1948, the Board 
determined that TWA and United were in critical financial condition and needed 
prompt help, which the Board provided by means of an increased temporary mail 
rate. American and Eastern also were made party to the new rate apparently 
because the Board desired to preserve the Big Four as a group for rate purposes. 
Again on May 25, 1949, the Board increased the compensation payable, but only 
to American, TWA, and United. The temporary rates thus establisbed were in 
excess of the final rate fixed for the period and substantial recoveries became 
necessary (see p. 62). 

Basic principles and methods adopted by the Board 

The following comments apply only to the service mail rate established for the 
period commencing January 1, 1951 (45 cents a mail ton-mile), and not to the 
rate for the period ending December 31, 1950, since the latter rate was not based 
on costs (see p. 62). 

The Board generally used the ‘cost of service’? concept, as opposed to the 
“value of service” theory. Its reason for not using the latter theory was the 
fact that the Government is the sole purchaser of airmail service, and its ability 
to buy that service is practically unlimited. Therefore the Board decided that 
the mail rate should be based upon the allocated cost of carrying the mail, in- 
cluding an allowance for a fair rate of return, after provision for Federal income 
taxes, on the carriers’ investments used and useful in the mail service. The cost 
of the mail would be that incurred during 1950 in the regular combination service 2° 
of the carriers and would exclude from consideration any mail transported in 
coach and all-cargo services. 

Allocation of costs to the mail service was necessary, since there was no informa- 
tion available as to costs directly attributable to mail. Briefly, the allocation 
method employed was to (1) start with the reported overall costs of each carrier, 
(2) modify those costs in accordance with various accounting adjustments, 
(3) distribute the adjusted costs to the several services of the carrier, including the 
regular combination service, and (4) assign a portion of the latter service to the 
mail carried therein. 

To determine the investment allocable to the mail service (upon which the 
allowance for return would be calculated), somewhat the same method was em- 
ployed. That is, beginning with overall system investments, there were changes 
to reflect disallowances and adjustments necessary to arrive at the recognized 
investment bases. Then there were successive allocations to the domestic service, 
the regular combination service, and finally the mail service. 

18 Northwest Airlines, Inc., was at this time a party to the proceedings, but was subsequently separated 
from the case by action of the Board on December 15, 1948. 

19 Including the Postmaster General, Slick Airways, Inc., and the Flying Tiger Line, Inc. 

20 Regular combination ‘service was considered the primary airline operation. It included first-class 
passenger traffic and freight and express as well as mail. 





Freight and express carried in regular combination service were treated as by- 
products, sharing in aircraft capacity costs (direct flight costs, indirect mainte- 
nance, ete.) only to the extent that the revenue received exceeded any direct costs 
assigned. Likewise family-plan traffic was considered a byproduct, sharing in 
capacity costs only to the extent of excess of revenue over assigned direct costs 
including passenger services. 

The priority of mail, being an intangible factor, was considered in cost determi- 
nation by (1) treating mail as a primary service, along with full-fare passengers, in 
allocating costs and (2) allocating unused capacity costs between the two primary 
services on the basis of the revenue ton-miles of each weighted by their respective 
indexes of fluctuations in daily volume. 


Conclusions on reasonableness of the 45-cent rate 

Our major finding regarding the settlement of the future-rate phase of the Big 
Four case, that is, the establishment of the 45-cent service mail rate, is the fact 
that it was based on unaudited carrier information. This finding is discussed in 
detail hereinafter. Other findings not discussed include (1) the use by the Board 
of an averaging method which, in our opinion, was questionable, (2) the assign- 
ment to mail of a priority which the Post Office Department has stated exists in 
theory only, and (3) the fai:ure to adjust on a standardized basis depreciation on 
the carriers’ ground equipment and facilities. 

Lack of audited carrier information.—Although the Board used the carriers’ 
operating results for the calendar year 1950 as the primary basis for the establish- 
ment of the 45-cent rate, it failed to conduct comprehensive and timely audits 
to determine the accuracy and validity of the financial data of the carriers for 
that year! Hence, the Board based its decision upon reported results along 
with additional information specifically requested of the carriers. As indicated 
on page 76, the information contained in the reports of certain carriers was found 
to be not reliable. The Board accepted the cost and other data as being accurate, 
and found it necessary only to make adjustments in the areas of flight depreciation, 
integration costs, overhaul amortization, and grounding costs. There were no 
adjustments in other areas, since, to quote the Board, ‘‘The cost levels of the 
carriers do not appear to be unreasonable in 1950 for ratemaking purposes eee 

There are no indications, however, that the Board was in a position to satisfs 
itself as to the propriety of reported expenditures, bearing in mind the basic 
requirements of ‘‘honest, economical, and efficient management’”’ laid down by 
the Civil Aeronautics Act. The Board did not make any cost disallowances for 
inefficiency in arriving at the 45-cent rate. Also, the Board apparently decided, 
in determining the carriers’ recognized investment, that all equipment and facilities 
both flight and ground, were properly employed in and required for the carriers’ 
operations. 

In this regard we noted that a study was begun by the Board in 1949 to examine 
the ‘** * * finances, routes, and operations of the Big Four carriers to determine 
the causes for the disparity of apparent mail pay requirements among them, and 
to determine to what extent if any such differences may be occasioned by uneco- 
nomical and inefficient management * * *,’”’ This investigation was merged 
with the Big Four case and was terminated when the case was settled. 

In answering the questions as to management and its possible effect on dis- 
parity, the Board said, in the Big Four decision, that there were ‘‘substantial 
differences in the approaches of management”’ as well as ‘‘varying effects of such 
major factors as the grounding of particular types of equipment.’”’ It was con- 
cluded that the poor earnings records of TWA and United (in the postwar period) 
resulted from certain decisions and their timing. Furthermore, TWA and United 
were found to be at a disadvantage, despite the existence of comparable oppor- 
tunities to earn a fair profit, because of such factors as “inappropriateness of some 
of the aircraft types, inadequate or inappropriate seating configuration of air- 
craft, and excessive scheduling.’”’ These statements were made with respect to 
the period (approximately 4 years) ending December 31, 1950, and were used by 
the Board in justifying the 63-cent rate established for that period. Yet the 
Board did not find it necessary to correct the 1950 financial results to give effect 
to any disallowances that might be due to inefficiency or uneconomical manage- 
ment. 

The point in question is whether the Board determined that 1950, the operations 
of which was the basis of the 45-cent rate, was in fact a normal year from the 
standpoints of air carriers’ costs and efficient and economical management. 


*! An audit of 1950 operations was performed only for TW A, but was not commenced until 1952. Therefore 
the audit results were not available for consideration by the Board. 
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Conclusions on past period rate of 63 cents a mail ton-mile 


That phase of the Big Four case concerned with the fair and reasonable mail 
payments for the past periods ended December 31, 1950, was resolved by action 
of the Board in fixing lump-sum payments for each carrier. These payments 
were made at a uniform rate equivalent to 63 cents a mail ton-mile. Because of 
the temporary rate levels at which the carriers were being paid during these 
periods, significant recoveries were made from each carrier, as shown in the 
following table: 

[In thousands] 


United 


| 


l 

| Total American | Eastern rm | ov TWA 
| 
| 


Temporary mail pay received from date of petition $73, 168 $16, 300 $10, 332 $22, 467 $24, 069 
Final mail pay from date of petition 69, 738 16, 104 10, 046 20, 808 22, 780 
Overpayments as of Dec. 31, 1950 aiculneideal 3, 430 196 286 1, 659 1, 289 


Additional recoveries totaling $1,529,000 were made for 1951, since payments 
were made at temporary rates for most of the year. 

Our study of this phase of the case disclosed, among other things, that the 
mail pay fixed for the periods ended December 31, 1950, contained a subsidy ele- 
ment, the amount of which was not determined by the Board. In addition the 
Board did not ascertain the cost of certain alleged uneconomical and inefficient 
practices of two of the carriers and thus was in no position to know whether 
such practices were supported with mail pay. However, since the case was 
settled by agreement among the various parties, including the Post Office Depart- 
ment, and because of the time element, we believe it unimportant to discuss the 
case at length. 


GROUP SERVICE MAIL RATES UNDER ADMINISTRATIVE SEPARATION 


To establish service mail rates under its administrative separation of subsidy, 
the Board divided the domestic certificated carriers into seven groups, on the 
basis of the number of revenue ton-miles per station experienced by each carrier 
during the year ended June 30, 1951. The Big Four carriers comprised group I. 
Then the Board determined the relationship that the average cost per revenue 
ton-mile for each group had to the average for the Big Four. The ratios thus 
obtained were applied to the 45-cent Big Four service mail rate to obtain service 
mail rates for each group. The group ranges and service rates were: 


{In thousands] 


Range in revenue 
ton-miles per 
Station 


Group service 
mail rate 


Group I mie eacaine ‘ as pda ete ‘ 2, 001 $0. 45 
Group II ee ealiide kbs a ihe tad veka : 501 to 2,000 | . 53 
Group III ee ; icra eh Sao aad aids ts 201 to 500 a 
Group IV : ae z : 101 to 200 .91 
Group = Site int _ Sawenthiocneud nba icmmadeke sade: abigteaani 7 . 1. 48 
Group ‘ beats . —— sit ‘salsa J ae 21 tod 2. 58 
SNE ERs chatvercne woe ae nr ig : 0 to 20 7. 26 


In our review of the Board’s basis for establishing group service mail rates, we 
found many areas which we question as matters involving principles and methods. 
Among these items are (1) the Board’s basis for grouping the carriers, and (2) the 
period used for the grouping. Furthermore, the unit costs used by the Board 
were derived directly from information submitted by the carriers, adjusted for 
standard depreciation and elimination of passenger costs. The Board did not 
examine the figures to determine their accuracy, nor did it ascertain that the data 
resulted from honest, economical, and efficient management. In following up 
on its administrative separation, the Board failed to recompute group rates as 
the cost relationship between the groups varied and in some instances failed to 
reduce rates as the activity of individual carriers increased. 

As previously indicated, the service rates established by the Board in com- 
plying with plan No. 10 and based on its administrative separation are, for the 
most part, no longer in effect. Therefcre, we believe that no useful purpose 
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would be served in reflecting on what might have resulted had the Board acted 
other than it did. 
MULTIELEMENT SERVICE MAIL RATE 


The Board realized that the 1951 service mail rates required revisions and 
opened the rates of the 13 domestic trunkline carriers as of April 1, 1954 (Order 
No. E-8174). 

By Order No. E-9284, dated June 7, 1955, the Board established a so-called 
multielement service mail rate, retroactive to April 1, 1954, which is intended to 
provide similar rates for all carriers serving any given pair of cities. The trunkline 
multielement rate consists of two parts: 

1. A line-haul charge of 30.17 cents a mail ton-mile to be applied to all 
mail ton-miles transported, and computed on the basis of standard mileages 
2. A terminal charge for each pound of mail enplaned varying from 3.32 
cents for class A (largest) stations to 6.64 cents for class B stations, 9.96 cents 
for class C, and 33.21 cents for the smallest (class D) stations. The charges 
apply at the originating station. 
The Board estimates that the new rate will result in an annual reduction of 
service mail pay of $5,336,000 based on the volume of mail carried in the fiscal 
vear 1954. The vield per mail ton-mile is estimated by the Board to range from a 
low of 35.81 cents for TWA to a high of 86.62 cents for Northeast compared with 
the previous low of 45 cents for the trunklines in group I and the previous high of 
75 cents for the trunklines in group III. Final service payments for the period 
from April 1, 1954, to September 30, 1955, will be made on the basis of the yields 
estimated for each carrier multiplied by the mail ton-miles carried. 

In view of the fact that the revenue ton-mile costs for the local service carriers 
have changed considerably since their service rates were first determined, the 
Board reopened those rates as of July 1, 1955. 

4yv order No. E—9630, dated October 7, 1955, the Board established as fair and 
easonable service rates for these carriers the same multielement rate fixed for the 
trunklines. The Board estimates that there will be an annual reduction in service 
mail pay of $257,000, based on the volume of mail carried in fiscal year 1954. 
Che yields per mail ton-mile vary from 75.76 cents for Frontier Airlines, Inc., to 
124.09 cents for Ozark Air Lines, Ine., compared with the previous low and high 
rates per mail ton-mile of 75 cents and 258 cents. 

We have not yet made a complete study of the principles and procedures used 
by the Board to develop the multielement rate. However, based on our limited 
observations, we feel that the basic approach used in the establishment of the 
multielement service mail rate represents a marked improvement over the methods 
adopted in the Big Four case and the Board’s administrative separation of 
subsidy, 

SIMILARITY BETWEEN MAIL AND FREIGHT SERVICE 


The service rendered by the carriers in transporting airmail is almost identical 
to that furnished for air freight except for the alleged factor of priority, which the 
Post Office Department has stated exists in theory only. Yet the service mail 
rates are considerably higher than airfreight rates. For instance, a carrier 
receives a maximum of $577.60 for carrying a ton of general commodity mer- 
chandise westbound from New York to Los Angeles, at the highest freight rate of 
$28.88 per 100 pounds. Most other items are carried at a specific commodity 
rate of $24.55 per 100 pounds, or $491 a ton between the same 2 points. LEast- 
bound, the rate may be as little as 60 percent of the westbound rates. For carry- 
ing a ton of mail the same distance (2,469 miles), a trunkline now receives service 
mail pay of $811, based on the newly established multielement service rate. At 
the lowest previous service mail rate of 45 cents a ton-mile, it formerly received 
$1,111. 

We have been informed by Post Office Department officials that mail and 
freight have similar characteristics in that (1) both airmail and airfreight are 
loaded and handled by cargo handlers and (2) both are loaded and transported 
In storage compartments. In addition, mail in sacks or pouches is easier to 
handle and has a regularity of volume not found in freight. Regarding the cost 
to the earrier, the carriage of freight involves such items as sales effort, credit 
collections, damage claims, and other costs common to commercial traffic but 
not encountered in mail service. If the carriers can economically carry freight 
at their published tariffs, then it appears that service mail rates could be considered 
to be too high. Conversely if the freight rates are not economically sound, 
then the service mail rates and possibly passenger rates are subsidizing the 
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airfreight business. We believe that the airlines should be able to carry mail 
at rates and yields that are closely related to those of freight. 

As a matter of fact, under the newly adopted transcontinental coach fare of 
$80, the airline receives less gross revenue for carrying 10 passengers (the equiv- 
alent of a ton, including free baggage allowance) from New York to Los Angeles 
than it receives for carrying a ton of mail the same distance. Furthermore, 
the gross revenue from the passengers is reduced due to such costs as advertising, 
selling, and passenger services. 


Recommendation to the Board 


We recommend that in a future review of service mail rates the Board make 
a study of the comparability of airmail to airfreight and that any service rates 
that are established take into account this similarity of service. 


FIRST-CLASS MAIL BY AIR 


In September 1953 the Postmaster General authorized the transportation of 
first-class and other preferential mail (other than airmail and air parcel post) 
by aircraft on a space-available basis. This mail carries a 3-cent stamp as 
opposed to the regular airmail stamp of 6 cents. Upon petition of the Postmaster 
General, the Board established as fair and reasonable rates for the experiment, 
a rate of 18.66 cents a ton-mile for transportation between New York/Newark 
and Chicago and 20.04 cents a ton-mile for transportation between Washington 
and Chicago. The operations began in October 1953 with four trunklines 
participating. 

In December 1953 the experiment was expanded to include all the local service 
lines, over their entire systems, with compensation set by the Board equal to 30 
cents aton-mile. Further expansion took place in February 1954, when additional 
trunk line service was authorized between Chicago, Washington, and New York/ 
Newark on the one hand and Jacksonville, Tampa, and Miami on the other. The 
rates were fixed at 18.66 cents a ton-mile for mail between the Florida points and 
New York/Newark and 20.04 cents a ton-mile between the Florida points and 
Chicago and Washington. In November 1954 the experiment was extended to 
operations on the west coast between points in the States of Washington, Oregon, 
and California. In this instance the Board fixed a rate of 18.98 cents a ton-mile. 

Thus at the present time there are 23 mail certificated carriers participating 
in the program.” The carriers received $1,330,000 during 1954 covering 6,925,000 
first-class mail ton-miles. The Board has estimated that $1,810,000 will be paid 
for this service in 1955 and that $1,846,000 will be paid in 1956. Of these amounts 
the local service carriers’ share is estimated to be $31,000 in 1954, $108,000 in 
1955, and $120,000 in 1956. It should be pointed out that these payments 
should result in a reduction of subsidies for the local service carriers. 

The Post Office Department has informed us that the preferential mail has not 
interfered with the regular operations of the airlines and that the carriers have 
accepted and transported all such mail tendered with a minimum of delay. 


RECENT REQUEST FOR LEGISLATION PROVIDING FOR PAYMENT OF UNIVERSAL 
POSTAL UNION RATES TO AMERICAN INTERNATIONAL CARRIERS 


Senate bill 308, introduced in the 84th Congress, Ist session, proposes to 
amend the act to provide that the Board be directed, in fixing rates for the trans- 
portation of United States mail in foreign operations, to take into consideration 
the Universal Postal Union rates paid by the United States to foreign air carriers 
for similar service. The Board has established for American international car- 
riers so-called fair and reasonable rates of compensation sufficient to allow the 
carriers their cost plus a fair return on their investment. Such amounts have 
been estimated to be no more than 55 cents a ton-mile for the transatlantic 
operation and 50 cents a ton-mile for the transpacific operation. Therefore we 
believe that the difference between these rates and the UPU maximum rate of 
$1.91 a ton-mile—a rate arrived at purely by agreement among the countries 
which are members of the Union--would amount to a hidden subsidy to the 
United States international air carriers and, obviously, would defeat the separa- 
tion of subsidy from mail payments, a result which the proposed bill is designed 
to accomplish. The Post Office Department is in full accord with this view. 

22 In May 1955 three carriers holding certificates to carry property only (Slick Airways, Inc., Flying Tiger 
Line, Inc., and Riddle Airlines, Inc.) were authorized to carry first-class and other preferential mail by 
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RELATIONSHIPS OF THE CIVIL AERONAUTICS BOARD AND THE POST OFFICE 
DEPARTMENT 


We reviewed the relationships between the Board and the Post Office Depart- 
ment to determine if (1) any duplications of functions exist and (2) the internal 
controls are adequate to safeguard the Government’s interest. 

At the time of our review, we found that the procedures of the Department 
were adequate regarding the audit and payment of carriers’ claims for service 
pay. Based on recommendations of the General Accounting Office, certain past 
deficiencies had been corrected, and present procedures are simplified. How- 
ever, there is still a delay, in many cases in excess of 6 months, before the Board 
receives certifications from the Department as to the correct amount of service pay. 

Upon receipt of a carrier’s claim for subsidy payment, the Board makes a 
preaudit to determine whether the calculation is correct before making a partial 
payment. When the Department’s certification of the amount paid for mail 
transportation service is received by the Board, the subsidy claim is audited and 
final payment is made. However, to determine the validity of the subsidy claim, 
an audit of the statistics on which the formula for payment is based must be 
made by the Board’s field audit staff at the carrier’s office. This will 
be done along with the regular audit of the carrier’s accounts. To [the 
extent that the audits are in arrears, corrections of possible errors in subsidy 
claims are delayed. However, since there is usually a lag of a month in making 
partial payments to carriers, and since 2 to 10 percent is withheld and is not 
paid until certification is received from the Post Office Department, the risk of 
any substantial loss is minimized. As a further protective measure, field subsidy 
audits should be kept on an annual basis. 

We have concluded that there are no major duplications of function. There 
are instances where the Department compiles statistics from its own sources, 
which in some cases duplicate information prepared by the Board. ‘This, how- 
ever, is @ minor area of duplication which may be necessary under the circum- 
stances. 

In addition to participating in mail rate cases, the Department may also be a 
party to route proceedings. Such participation may be on its own volition or on 
request for a statement of position from the Board. The Department also has 
exercised its right to appeal to the courts Board actions on mail rates which it 
has felt were not determined in conformance with the act. 

As indicated Reorganization Plan No. 10 effected an administrative 
separation of the two mail rate elements—subsidy and service mail pay. 
As a result the Department no longer would have any reason for intervening in 
Board proceedings relating to subsidy. Thus while the Department will con- 
tinue to protect the Government’s interests regarding service mail pay, there is 
no other Government agency with intervention rights or the power to appeal 
Board subsidy decisions to the courts. We believe this to be a major argument 
in favor of our recommended subsidy contract system, since under that system 
the contracts and payments would be subject to an independent audit and review 
by the General Accounting Office. 


DomeEstTic PASSENGER FARES 
STATUTORY REQUIREMENTS 


Section 403 (49 U. S. C. 483) of the act requires each air carrier to file with the 
Board “tariffs showing all rates, fares, and charges for air transportation between 
points served by it, and between points served by it and points served by any 
other air carrier * * * when through service and through rates shall have been 
established * * *.”’ The section further provides that no change may be 
made in these fares, rates, or charges except after 30 days’ notice. The Board 
may, in the public interest, allow such change to take effect in less than the 
required waiting period. 

Under section 1002 (d) of the act, if the Board decides, after notice and hear- 
ing, that any individual or joint fare or any rule is ‘“‘“* * * unjust or unreasonable, 
or unjustly discriminatory, or unduly preferential, or unduly prejudicial * * *,’’ 
it ‘‘* * * shall determine and prescribe the lawful rate, fare, or charge * * *’’ 
to be collected. Such action may be taken by the Board on its own initiative 
or on complaint. 

Section 1002 (e) (49 U. S. C. 642) of the act establishes standards to be 
observed by the Board regarding nonmail rates. This section states: 
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“Tn exercising and performing its powers and duties with respect to the deter- 
mination of rates for the carriage of persons or property, the Board shall take 
into consideration, among other factors 

“(1) The effect of such rates upon the movement of traffic; 

“(2) The need in the public interest of adequate and efficient transporta- 
tion of persons and property by air carrier at the lowest cost consistent with 
the furnishing of such service; 

(3) Such standards respecting the character and quality of service to be 
rendered by air carriers as may be prescribed by or pursuant to law; 
+) The inherent advantages of transportation by aircraft; and 
5) The need of each air carrier for revenue sufficient to enable such air 

carrier, under honest, economical, and efficient management, to provide 
adequate and efficient air carrier service.” 

The Board is authorized by section 1002 (g) (49 U. 8S. C. 642) to suspend 
tariff changes and make investigations to determine whether the proposed change 
should be permitted to go into effect. However, this suspension authority does 
not apply to a carrier’s initial tariffs. 

In accordance with the act, the carriers have filed the required tariffs with the 
Board. Similarly, proposed tariff revisions are submitted to the Board. 


*{ 
bey 


BOARD PROCEDURES 


All proposed tariff revisions are studied by the Rates Division, first for con- 
formance to the technical requirements of the Board and then for the probable 
effect the revisions will have on the economy of the carrier or the industry, and 
on the public. After review, a memorandum setting forth the facts in the case is 
submitted to the Board together with recommendations. We have found that 
in practically all instances tested the Board adopts the recommendations of the 
Rates Division. 

The Board has established few specific policies regarding tariff changes for the 
guidance of the industry or the rates division. Accordingly, the rates division 
does not follow fixed standards in reeommending approval or disapproval of pro- 
posed tariff revisions. The division makes its recommendations in accordance 
with previous Board decisions or the few statements of general policy pertaining 
to rate cases, 

The rates division considers the rate of return on investment as only one factor 
in determining the adequacy of passenger fares. In an effort to maintain a stable 
passenger rate—one that will not be subject to frequent change—the division 
looks at the rate of return achieved over a period of time rather than for any one 
vear. Other significant factors examined are the effect on other air carriers, the 
competition from surface carriers and other air carriers, economic conditions, and 
the abilitv and willingness of the traveling public to absorb an increase. 


AVERAGE YIELD FROM PASSENGER FARES 


The average vield for the trunklines rose from a low of 4.71 cents per passenger- 
mile in 1946 to a high of 5.82 cents in 1949, and then declined to 5.39 cents in 1954. 
See p. 75.) The trunkline passenger fare yield increased slightly in 1952 when 
the Board permitted a $1 increase for each one-way fare. The general trend in 
1953 and 1954 was downward because of the increasing use of coach travel at 
reduced rates. The full effect of the $1 increase was reflected in the increase in 
standard first-class fares between 1952 and 1953. For local service lines the 
average vield has risen steadily from 4.71 cents a passenger-mile in 1946 to 6.04 
cents in 1954, 

The peak yield for the trunkline carriers occurred in 1949 when regular pas- 
senger fares were increased by approximately 10 percent. This action was taken 
partially, at least, as a result of a meeting called by the Board to discuss the rela- 
tion of airline costs to the level of passenger fares. The reduction in the yield 
from 1950 and thereafter coincided with the growth of the air coach service which 
was 9.4 percent of the total revenue passenger-miles in fiscal year 1950, increasing 
to 29 percent in 1954. 

During this period the Board encouraged and fostered the growth and extension 
of the coach service by establishing standards for fares to be charged, types of 
aircraft to be used, and service to be given. The Board’s most recent statement 
of policy pertaining to coach service, issued in October 1953, pointed out that the 
coach service had contributed significantly to the growth in air traffic while 
apparently causing little diversion from other services. The Board stated that 
as a matter of policy it would permit indefinite extension of existing coach services 
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at fares no higher than those in effect, without further review, and also established 
minimum seating densities for coach aircraft. The Board also stated its belief 
that ‘‘* * * the continued development of an adequate air transportation svsten 
requires the extension of coach services to new points and over new routes, i 
addition to the expansion of existing services.”’ 


RECENT BOARD ACTION ON GENERAL FARE INCREASES 


Early in 1952 the domestic trunklines filed tariffs which provided for a general 
increase of $1 in regular one-way fares and for the elimination of the 5 percent 
round trip discount. The rates division recommended that these tariffs be 
suspended and investigated. Among the reasons given by the division in support 
of the recommendation was the fact that all but four of the trunklines ¢ 
absorb increased expenses ranging from 4.6 to 18.7 percent of operating costs 
without reducing their return on investiment below 8 percent after taxes. How 
ever, the Board disregarded this recommendation and permitted the $1 increase 
The reasons for the Board action were not Spe cified. The air carriers subs 
quently withdrew their request for elimination of the round trip fare discount. 

In calendar year 1951, just before the requested increase, the domestie trunk 
lines had earned net profits amounting to an average return of 14.9 percent on 
their investments. The rate cf return for 1950 had been 12.4 percent, and thi 
overall rate of return for the period from 1939 through 1951 (ineludi: tl 
vears of 1946, 1947, and 1948) was 7.2 percent. The Board allowed the increase 
despite the most recent history of high earnings and despite the fact that most of 
the carriers had current earnings far in excess of the rate of return allowed in 
domestie mail rate cases 

When the Board permitted the increase, it ordered an investigation of the 
general level and structure of fares. However, in May 1953, the Board dismissed 
its order for this general passenger fare investigation, but stated that there were 
“* * * a number of problems relating to fare strueture and fare level which 
require further study so as to provide the necessary background for Board cop 
sideration of future fare and rate problems.’’ The Board therefore instructed it 
staff to prepare such a study. Board members Lee and Adams disagreed with 
the decision, pointing out in their separate dissents that a general fare investiga 
tion had never been conducted by the Board. In his dissent, Mr. Adams stated 
that the investigation ‘‘* #4 was meant to adduce facts, upon which the Board 
would evolve a sound, well-reasoned, passenger fare policy; such a policy as this 
Board has never had, and won’t have until a true investigation has been held.’ |[kim- 
phasis by Mr. Adams. ] 

The Rates Division on June 7, 1954, issued its Preliminary Report on the 
Domestic Passenger Fare Structure Based on a Sampling of Individual Fares 
This was a factual report based on a sampling of fares between 536 pairs of cities 
The report stated that prior to the adoption of the $1 inerease for each one-way 
fare, airline fares per mile were approximately level, irrespective of distanes 
The $1 increase provided a slight tapering effect so that the rates per mile for 
shorter distances generally were higher than the rates for longer distances. How 
ever, the report contained no indication as to the adequacy of the fares charged 
nor was there any attempt to relate fares either to the cost of service or the rate of 
return earned on investment. 

The general increase which went into effect early in 1952 was limited to the 
trunklines. Subsequently, however, local service lines who requested the tariff 
change were also permitted to increase their one-way fares by $1. 


ieé loss 





CONCLUSION 


The Board has spent much time and effort investigating the airmail and freight 
revenues which amount to only 15 percent of the total airli { 
soard has never made a general investigation of the passeng 
which, since 1938, have amounted to more than 80 percent of all revenues received 
by the domestic certificated carriers. 

The maintenance of stable passenger fares is necessary to the promotion of 
sound commercial air transportation system. For this reason we can understar 
the reluctance of the Board to reduce fares if it is believed that the present rates 
of return will not be maintained. However, we do not understand why the hig! 
rates earned in more recent vears should be averaged with earlier loss vears so tl 
the resultant overall rate of return could warrant further fare increase O 
reason advanced by a member of the Board for his concurrence in permitting the 


general $1 fare increase was the desire to attain a “taper” pattern under which 
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the mileage rates would be higher for shorter distances and lower for longer dis- 
tances. On the other hand, if it was felt that a “taper” pattern was desirable, 
the Board could have attained this pattern by adjusting fares without any in- 
crease. 

We think serious doubt exists as to whether a general fare increase was justified 
at a time when the trunkline carriers were enjoying high rates of return, or neces- 
sary to increase their earnings to attain the “‘taper”’ pattern. We believe that an 
overall study of the passenger-rate structure is essential before such adjustments 
should be made. Such a study should enable the Board to establish whether the 
existing fare structure for the air transport industry is reasonable and equitable 
to the traveling public and air carriers. 


Recommendation to the Board 


We recommend that the Board institute a full-scale investigation of the current 
level of passenger fares, and accumulate the information necessary for formulat- 
ing additional sound industrywide passenger fare policies. 

The Board has informed us that ‘‘** * * it will again give consideration to the 
need for a formal investigation of passenger fares * * *’’ and will advise us of its 
conclusions. 

Passenger fares—Average yield per passenger mile 


[In cents] 


Local 
service 


Interna- 


Territoris : 
Territorial tional 


Domestic ! | Trunkline 


1938 

1939 

1940 

Gb nscnn eae iad kien 

1942 , 5. ae | 9. 52 
1943 J “ . 5. ‘ wi : 3. 91 
1944. dre 5. . 3. 37 
1945__.- cae S. Zi eae 3. 30 
1946 ; . 83 
1947 , ; . 7 4.8 6. 70 
1948__- = | 5. 38 5. | 3. 91 
1949_.. ae 5. 82 | 5. . 53 | 


NNN@WON> 


Alaska 


. 03 
. 09 
7. 04 
6. 92 
7. 27 








1 Includes domestic trunklines and territorial carriers, 


Domestic trunklines— Yield by type of service 


{In cents] 





Family 


Average Standard plan 





1951 
eeRasns 
1953. - 
1954 





1 Includes a small amount of excusion fare and other special fare travel. 


Sources: Board annual reports. 


AiR CARRIER ACCOUNTING AND REPORTING PRACTICES 


During our review of the audit findings of the Board auditors, covering a repre- 
sentative segment of the air carrier industry, we observed that certain carriers 
engaged in practices which did not conform to the Board’s uniform accounting 
and reporting requirements. 
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These practices tend to distort financial and statistical data compiled by the 
Board for the industry and the public, since it is not feasible for the Board to make 
all of the corrections necessary when preparing information for publication. Con- 
sequently, reports prepared by the Board based on carriers’ report of financial and 
operating statistics (form 41) are considered by us to be faulty. 

Many of the conditions reported herein have been permitted to continue and 
pyramid over a period of years, apparently without the Board’s recognition of 
their importance and the collective significance of the overall problem. While 
adjustments for some of the practices of carriers have been made in individual 
mail-rate proceedings by use of audit findings and rate staff analysis, the proced- 
ures necessary in the circumstances are cumbersome and time consuming. These 
procedures could be eliminated if the requirements for uniformity of practices 
were enforced. The Board has been advised of these matters, and, as indicated 
in the following pages, they are receiving its attention. 


NEED FOR REGULATORY POLICY ON CAPITALIZATION 


The Economic Regulations and the Uniform System of Accounts for Air Car- 
riers do not contain a policy statement on capitalization, The Board auditors, 
particularly in the New York office, have found that some air carriers are charging 
to expense items normally considered to be of a capital (property and equipment) 
or deferrable nature (new aircraft integration costs). The effect of this practice 
is to burden a current period with expenditures for items of property, or addition. 
and betterments to improve existing property, the benefit from which will be 
realized in subsequent periods of operations. This results in an overstatement of 
expenses and distorts comparisons with operations of other air carriers. In mail- 
rate cases the absence of a uniform capitalization policy creates an additional 
workload in order to determine and adjust for these types of expenditures. In 
our opinion, it is impossible for the audit and rates staffs to completely compen- 
sate for the lack of uniformity in the carriers’ treatment of capital expenditures. 

In a selective review of expenditures of one large trunkline, the Board auditors 
found that, during the period from October 1, 1951, to September 30, 1952, the 
carrier charged capital expenditures of at least $1,600,000 to current operating 
expenses. An audit of all expenditures probably would disclose a much larger 
amount. Included in the charges were such items as component parts for new 
aircraft; alterations to a building; overhaul and modification of aircraft; altera- 
tion, construction, or installation of passenger or operating facilities and equip- 
ment; and crew facilities. The Board’s auditors have found that this practice 
applies to other carriers, although with varying degrees. 

The same carrier in 1949 refused a request of the Board’s staff to capitalize 
and amortize integration costs incurred in connection with introduction of new 
aircraft. In the 12-month period ended September 30, 1952, integration costs, 
as reported to the Board by the carrier, including direct aircraft operating expense, 
advertising and publicity, and training of mechanics totaled $3,042,000. The 
full amount was charged to expense, although such treatment is contrary to the 
Board’s rate-making policy (14 CAB 564). 

We observed also a change in the carrier’s policy which resulted in a further 
deviation from Board requirements. Prior to 1948 the carrier, in accordance 
with the Board’s uniform system of accounts, capitalized passenger service 
equipment assigned for use in aircraft. Such equipment included broilers, 
dishes, blankets, mattresses, electric razors, and first-aid kits. Since 1948 the 
carrier has charged operating expenses for equipment of this type for use in newly 
acquired planes. The Board’s audit workpapers, covering the period ended 
September 30, 1952, listed the expenditure of $360,000 for outfitting new aircraft, 
all of which was charged to passenger supplies expense. 

Correspondence and discussions between the Board staff and the carrier in 
question failed to have any remedial effect, and the carrier has refused to correct 
its practices. We have found no evidence that the Office of Carrier Accounts 
and Statistics has informed the Board of these practices and of the carrier’s 
refusal to correct them. 


Recommendations to the Board 

We have recommended that the Board amend its Economie Regulations to 
establish a sound capitalization policy for the air transport industry on items of 
property used and useful in air transportation. 

The Roard concurs in this recommendation and states that: 
‘A definite capitalization policy will be prescribed by the Board to become effec- 
tive as of January 1, 1956, as a part of the revision of the Uniform System of 
Accounts now in process.” 
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lhe Board further states that its new manual of accounts: ‘‘* * * will contain 
a definite cutoff which will explicitly state the maximum amount which may be 
expensed without specific determination of whether the item properly should be 
treated as a capital or revenue expenditure. Amounts above this maximum must 
be carefully differentiated as to whether, in terms of sound accounting principle, 
thev should be capitalized or expensed. Definitions will be sharpened * * *,”’ 

We recommend also that the Board take steps to insure that it is kept fully 
informed of instances where carriers refuse to comply with regulations, and then 
institute the me cessary corrective action. 


NEED FOR REGULATORY POLICY ON DEPRECIATION 


The Board has not prescribed depreciation policies, rates of depreciation, or 
residual values for air carriers’ flight and other property and equipment. 

The Uniform System of Accounts requires each air carrier to a rates of 
depreciation and residual values calculated to prevent charging excessive expenses 
or the accumulation of excessive reserves. Depreciation rates are required to be 
established on the basis of the estimated service values and service lives developed 
by a study of the air carrier’s history and experience and such engineering and 
other information as may be available with respect to future conditions. Further 
each air carrier is required to file with the Board a statement clearly and com- 
pletely setting forth its depreciation accounting practices. 

Thus, this important policy determination has been left to the discretion of 
the individual carrier management resulting in significant variations in length of 
service lives of postwar aircraft between competing air carriers. Therefore, the 
amount of depreciation expense recorded in operating expenses varies by carriers 
for the same or similar ' type of property. 

The Office of Carrier Accounts and Statistics recently completed a depreciation 
study showing vasianess in depreciation rates and residual values among air car- 
riers utilizing aircraft of similar types. The study revealed that air carriers gen- 
erally were depreciating their postwar flight equipment over a 7-year life. One 
large trunk line deviated from this practice by using a 4-year life, on the theory 
that a short depreciation period is necessary because of the rapid obsolescence of 
plane desig! The study further indicated variances in average values at the 
end of the ae life of aircraft ranging from 1.17 to 23.82 percent of cost; how- 
ever, the majority of the air carriers used 10 percent of cost 

An example of substantial capital gains realized from the disposition of flight 
equipment was reported by a large trunkline at December 31, 1953. In this 
case, 18 complete aircraft, including spare engines and spare parts, were disposed of 
at approximately $2,600,000 in excess of their net book values. This capital 
gain can be attributed to favorable economic conditions and the establishment 
of low residual values. The carrier was not receiving subsidy at the time of 
the sale. 

The practice of depreciating postwar flight equipment Over a period less than 
z ceage results in higher annual depreciation costs. The establishment of low 
residual values increases the basis for depreciation and also results in higher 
annual costs. Further, because of postwar economic conditions, the establishment 
of low residual values has resulted in the realization of profits upon disposition 
of the equipment which, in a closed rate period (a period for which the Board 
has established a final mail rate), has worked to the disadvantage of the Govern- 
ment. For example, a subsidized trunkline reported profits of $1,703,622 from 
sales or retirement of flight equipment in fiscal year 1953. (During this period 
the carrier received subsidy payment of $596,000. Since the sales occurred 
during a closed rate period, the Board was precluded from considering the profit 
in any subsequent mail rate determination. 

The Board has established a general policy of 7-year service life % for postwar 
aircraft for ratemaking purposes, but not for accounting and reporting purposes. 
In considering each mail rate case, an adjustme nt is made by the Board’s staff 
for the differences between _ results on a 7-year life and the results as re ported 
by a carrier using a shorter life. However, the overall air industry statistics 
published by the Board he a reflect these adjustments. Therefore these reports 
lack uniformity for comparative purposes, Insofar as depreciation expense and 
related statistical costs are involved. Also if the Board’s policy of a 7-year life 
for postwar aircraft is considered reasonable for ratemaking purposes, it should 
likewise be prescribed for accounting and reporting purposes. 

The Board recently decided to extend to anproximately 10 years the service life of postwar aircraft 
operated over Latin American routes (Board Orders No. E-7650 and No. E-8354). 
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Recommendation to the Board 


We have recommended that the Board amend its Economic Regulations to 
sstablish a policy for the air transport industry covering the life of aircraft and 
ther items or classes of property and equipment and the related residual values 
to control the amount of depreciation expense properly included in operating 
expenses for any given period. 

‘the Board concures in the recommendation and has informed us that it 

* * * has decided to prescribe a full depreciation policy for control of carrier 
i es practices. This policy will provide for the establishment of the serv- 

‘lives to be used for the different types of depreciable properties an d the residual 

ral ies applicable to such properties 


Recommendation to the Congress 

The Interstate Commerce Act (49 U. 8. C. 20 (4)) and the Federal Communi- 

ous Commission Act (47 U.S. C. 220 (b)) prescribe for its carriers the classe 

property for which depreciation charges may be properly included under 
yperating expense the respective acts also direct the Interstate Commerce 
Commission and the Federal Communications Commission to prescribe the rat 
or rates of de ee to be charged with respect to each of the classes of prop 
erty, classifving the carriers as they may deem proper. ‘Lhe Civil Aeronautics 
Act contains no such provisions. However, by virtue of the general powers con- 
ferred upon the Board by section 205 (a and other provisions of the act, we 
lieve that sufficient implied powers are contained therein to support any 


conomic regulations deemed appropriate to the performance of its ratemaking 
and regulatory functions. 

To elarify the situation, we recommend that the Congress grant the Board 
specific statutory authority to establish depreciation rates for those carriers under 
ts regulatory jurisdiction, in keeping with similar powers presently vested in 

her regulatory bodies. 


ADEQUACY OF AIR CARRIERS’ FINANCIAL REPORTS TO THE BOARD 


We reviewed the air carrier reporting requirements to ascertain the reliability 
f the financial data submitted by the carriers to the Board covering calendat 
ear 1953, and to determine the nature of any action taken by the Board’s staff 
to resolve points of differences. 

‘AB Form 41, entitled “Report of Financial and Operating Statistics for Air 
Carriers,”’ is the basic medium required for use by air carriers in reporting financial 
and other data to the Board on a periodic basis. ‘The information furnished on 
he form 41 provides basic data for rate case determinations and is used by the 
Board staff for comparative studies of airline operations. ‘lhe form 41 also is 
available as the source of material for airline and aviation industry public ations. 
It is of the utmost importance, therefore, that the accounting data reported under 
the Uniform System of Accounts be as accurate as possible. 

in addition, part 248.1 of the Board’s Economic Regulations issued under 
section 205 (a) of the Civil Aeronautics Act requires each carrier, whenever an 
annual audit of its accounts is made by independent public accountants, to file 
with the Board a complete copy of the audit report submitted by its accountants, 
including all schedules, exhibits, and certifications included in or attached to the 
report. This regulation is not being enforced. However, most of the carriers 
are currently filing with the Board their published annual reports to stockholders. 
This substitution, in our opinion, does not adequately conform to the regulation, 
A carrier’s annual report to its stockholders generally takes the form of a manage- 
ment report and contains comments with respect to the year under review, future 
plans, operating statistics, personnel matters, and other items which may be of 
interest to the investing public. Certified financial statements are also included 
in condensed form. 

The current review procedures of the Board staff do not provide for a reconcilia- 
tion between the financial data as reported by the air carriers on form 41 with that 
as reported by their independent public accountants. Neither does the scope of 
the carrier audit performed by the field audit staff of the Board provide for such 
reconciliation, unless specifically requested by the Washington office. 

We compared balance sheets and profit and loss statements in several published 
reports to stockholders with schedules of forms 41 and found many significant 

variations which we attributed to reclassifications and adjustments. In many 
instances we were able to isolate some of the differences, but for the most part they 
remain unsolved. The Board’s staff in Washington cannot make a reconciliation 
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without correspondence with the carrier or the field audit staff. The reconcilia- 
tion between the two reports is, in our opinion, a responsibility of the carrier. 

The success of the Board’s uniform reporting system and the degree to which 
its use may be justified depend in large measure upon the extent to which the 
Washington office is adequately apprised of the correctness of the reported infor- 
mation. From our examination of the carriers’ reports, we feel that complete 
reliance cannot be placed on the financial and statistical information submitted 
by certain carriers. 

Recommendations to the Board 

We have recommended to the Board that its Economic Regulations be amended 
to require: 

1. Each air carrier to have an annual audit of its books, records. and 
accounts made by independent public accountants. 

2. Each air carrier to file annually with the Board a reconciliation and 
explanation if any differences exist between the financial data reported on 
the form 41 and the financial statements as reported by the independent 
publie accountants. 

3. Each air carrier to obtain annually from their independent public 
accountants a certification in the form of a statement to the effect that the 
earrier’s financial position and the results of operations for the period exam- 
ined is in conformity with the system of accounting and reporting prescribed 
or authorized by the Civil Aeronautics Board and applied on a basis con- 
sistent with that of the preceding year. This, we feel, should be contained 
in the opinion paragraph of the independent public accountant’s certificate, 
or a separate certificate as a part of the auditor’s report to the carrier, a 
copy of which is required to be submitted to the Board. 

The Board has agreed to the first two recommendations and has adopted the 
third, in priaciple, in its Eeonomic Regulations Draft Release No. 73. This 
proposed revision, dated March 16, 1955, has been circulated to all interested 
yarties but has not yet been finally adopted. 

The Board also has provided for the reconciliations called for in reeommenda- 
tion 2, in a proposed amendment to its Economic Regulations. We understand 
that, following an informal Board request, most of the carriers have voluntarily 
submitted reconciliations as of December 31, 1954. 


NEED FOR ENFORCEMENT OF ECONOMIC REGULATIONS 


Our review of the reporting requirements prescribed for certificated air carriers 
under section 241 “ of the Board’s Economie Regulations, and air carrier prac- 
tices under this section, leads us to the conclusion that there is a strong necessity 
for the Board to take a demonstrative position regarding enforcement of its 
requirements. Since uniformity is an objective under the uniform system of 
accounting and reporting, all carriers must comply with section 241 if reliance is 
to be placed on comparative financial and statistical information appearing in 
Board publications. 

We are aware of the lack of civil penalties in the Civil Aeronautics Act and of 
the Board’s attempts to have the act amended as an aid to enforcement of its 
economic regulations. (See p. 84.) Irrespective of the need for civil penalties, 
we feel that it is possible to obtain conformity to the reporting requirements, 
after normal postadudit conferences and correspondence have failed to correct 
violations, by the following actions. 

1. The Chief, Office of Carrier Accounts and Statistics, who is charged with the 
responsibility of determining compliance by the air carriers with accounting and 
reporting regulations, should refer the evidence developed to the Board. 

2. The Board should issue an order to the carrier demanding compliance with 
or without a general investigation as provided in section 1002 (b) of the act. 

3. In the event that the violation continues, the provisions of section 902 (e) 
of the act could be invoked. This section provides that “any air carrier * * * 
who shall, knowingly and willfully, fail or refuse to make a report to the Board 
as required by this Act, or to keep or preserve accounts, records and memoranda in 
the form and manner prescribed or approved by the Board * * * shall be deemed 
guilty of a misdemeanor and, upon conviction thereof, be subject for each offense 
to a fine of not less than $100 and not more than $5,000.”’ [Italic supplied.] 


% Entitled ‘‘Filing of Reports by Certificated Air Carriers and Uniform Accounting Requirements,”’ 
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Recommendation to the Board 


We have recommended that the Board take a demonstrativ2 position regarding 
enforcement of section 241 of its Economic Regulations, using all the statutory 
and implied powers currently at its disposal. 

In reply to our recommendation, the Board has stated: “It is anticipated that 
the current revision of the Manual of Accounts will contribute to minimizing the 
obstacles to full compliance by carriers while also simplifying the task of policing 
carrier accounting practices. To achieve more effective enforcement of the 
accounting regulations, all significant violations will be promptly referred to the 
Office of Compliance for direct enforcement action and the Board will continue 
its efforts to obtain passage of legislation providing civil penalties for the violation 
of its economic regulations.”’ 

When violations of the uniform system of accounting and reporting become 
known, the Office of Carrier Accounts and Statistics should immediately prepare 
a letter for the Board’s signature directing compliance. Until a carrier fails to 
comply inserting the Office of Compliance in the chain of corrective action appears 
to be an unnecessary and delaying step. 


NEED FOR AMENDING CIVIL AERONAUTICS ACT OF 1938 TO AUTHORIZE USE OF CIVIL 
PENALTIES FOR VIOLATIONS OF ITS ECONOMIC PROVISIONS 


Under the present provisions of the act, civil penalties cannot be imposed for 
violations of title IV (Air Carrier Economic Regulation), although they can be 
imposed *5 for violations of title V (Nationality and Ownership of Aircraft), title VI 
(Civil Aeronautics Safety Regulation), and title VII (Air Safety). The act 
provides for suspension of certificates and revocation proceedings,?® which as a 
practical matter can be used only as a last resort in cases of knowing and willful 
violations, and criminal action?’ (punishable by fine only). Criminal actions 
may not be resorted to except in the most flagrant and serious instances involving 
knowing and willful violations. Such cases are difficult to prove and involve 
lengthy legal and investigative procedures. Consequently, this procedure appears 
to be ineffective as a means of enforcing the Board’s accounting and reporting 
regulations. The only other remedies are cease-and-desist orders and injunctions, 
both of which operate only against future conduct. 

Examples of economic violations are failure to file reports, failure to keep records 
and accounts as prescribed, filing false reports or falsifying records or accounts, 
failure to file and observe tariffs, failure to file agreements establishing inter- 
locking and control relationships without Board approval, and failure to comply 
with Board economic orders and regulations. 

Under present law, if formal action becomes necessary to deal with economic 
violations, the Board must: 

1. Institute a formal administrative proceeding looking toward issuance of 
cease-and-desist order, or revocation or suspension of operating authority, or 

2. Refer the case to the appropriate United States attorney with a request 
that he institute a civil or criminal court action. 

The usefulness of civil penalties as a remedy has been widely recognized by the 
Congress in other fields of regulatory activity.22 During the past several years 
the Board has sponsored legislation to seek authority to impose civil penalties for 
violations of its economic regulations. Currently there are several bills before 
the Congress which would amend the act to provide for civil penalties. 

We feel that civil penalties should be imposed in those areas where (1) the car- 
rier fails to file or consistently fails to meet the date for filing prescribed reports 
and (2) the carrier is continually at variance with the uniform accounting and 
reporting requirements of the Board. 

Carriers should not be permitted to refuse to maintain records and prepare 
reports in accordance with the stated policies of the Board. Variations in car- 
riers’ accounting policies, together with lack of conformity to the Board’s account- 
ing and reporting regulations, cause increased work for the Board’s audit and 
rate staffs in determining the deviations and compiling accounting adjustments 
to financial or statistical data, in order to arrive at comparable figures for rate- 
making purposes. The imposition of civil penalties should discourage violations 
of the economic provisions of the act. 


25 Sec. 901 (a); 49 U. S. C. 621. 

26 Sec. 401 (h); 49 U. S. C. 481. 

27 Sec. 902 (a); 49 U. S. C. 622. 

28 As provided in the Federal Power Act of 1935 (16 U. S. C. 825n), the Communications Act of 1934 (47 
U.S. C. 202, et seq.), Securities Exchange Act (15 U. S. C. 78 ff. (b)), the Federal Trade Commission Act 
of 1914 (15 U.S. C. 45 (b)), Shipping Act of 1916 (49 U.S. C. 814 and 820), and Interstate Commerce Act (49 
U.S. C. 1-27). 
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Recommendation to the Congress 


We recommend that the Congress consider the enactment of legislation to 
authorize the Board to impose civil penalties for violations of the economic pro- 
visions of the Civil Aeronautics Act of 1938. 


AvupiT oF AtrR CARRIERS 


An important responsibility of the Board is to determine the adequacy and 
reliability of financial data recorded and reported by air carriers. This function 
is performed by representatives of the Audits Division, Office of Carrier Accounts 
and Statistics (OC AS), who examine the accounts and records of, and reports sub- 
mitted by, the air carriers in compliance with the Board’s uniform accounting 
and reporting requirements. The authority to engage in this audit activity is 
contained in section 407 (e) of the Civil Aeronautics Act. Such authoritv, how- 
ever, is vested solely within the Board, and nowhere has there been found authority 
for the General Accounting Office or any other body to perform such a function. 
Accordingly, the General Accounting Office reviews and comments on the effee- 
tiveness of the audits and determines the extent to which significant audit findings 
are recognized by the Board. 

We made a study of the Board’s air carrier audit activity, including a review of 
(1) the procedures governing the development and administration of the earrier 
audit program, (2) the wor'ing papers, audit findings, and related correspondence 
files supporting a cross section of completed audit assignments, and (3) the general 
direction, coordination, and control of the audit activity at the Washington level, 


PRINCIPAL OBSERVATIONS 


The major objective of the current audit function is to assist the Board in 
obtaining reliable informetion and data for use in determining mail rates for 
individual air carriers. With total mail pay including subsidy currently aggre- 
gating $110 million a vear, it is imperative, in our opinion, that the Board have 
an adequate audit program and audit organization to effectively administer its 
ratemaking function for determining the level of mail and subsidy payments. 

Our study indicates the need for the Board to examine its audit activity with 
the objective of adjusting it to meet current requirements. The need is sup- 
ported by the following deficiencies. 

1. The Board has failed to give proper recognition to the significance of 
audit findings, thus rendering its audits ineffective. Moreover, the audit 
organizational structure is not constituted to provide maximum efficiency 
and economy, and lacks a top-level, independent position. (See p. 88.) 

2. Audits are restricted to certain carrier activities; all divisions of a 
carrier are not required to be audited simultaneously. Domestic affiliates 
and associates are not audited. 

3. The audit staff lacks sufficient qualified personnel, and audits are not 
frequent enough. 

t. The andit activity lacks proper coordination in planning, programing, 
and reviewing. 

These deficiencies were caused mainly by the rapid expansion of the air-trans- 
port industry since World War II, without a paralleling increase in the capacity 
of the Andits Division to cope with the added workload. In fact, the number of 
audit personnel has declined sinee 1948. We have had sonferences with officials 
of the Board regarding our findings, and there is complete agreement as to the 
need for immediate corrective action. As discussed in the following pages, the 
Board is taking steps which will greatly strengthen its audit activity. 

It should be noted that the Board has not been totally unmindful of the need 
for improving the audit activity, and has made previous recuests for funds to 
increase the audit staff. For fiscal vear 1956 the Board recuested and received 
$150,000 for additional audit personnel. In our opinion, this amount is insufficient 
to attain the desired level of activity, particularly since audits for verification of 
subsidy payments became the responsibilitv of the Board under Reorganization 
Plan No. 10, effective October 1, 1953. The subsidy-payment audits did not 
get under way until December 1954, and the Board has stated that ‘““These audits 
cannot be performed without further drastic curtailment of the scope and fre- 
quency of the financial and nonsubsidy carrier audits unless and until additional 
audit staff is provided.’”’ We concur with this statement. It should be pointed 
out that because of the time required to recruit, orient, and train new staff per- 
sonnel, the amount received may be all that can be used in fiscal year 1956. The 
full impact of the expanded audit activity will not be felt until fiscal vear 1957. 
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It now appears, according to the Board, that a further increase in personnel, 
at least equal to that in 1956, will be necessary. However, the Board, in its 
comments on review of a draft of this report, has stated that it does not intend 
to request such an increase in 1957, but will “* * * evaluate the extent of need 
for and * * * justify, a further inerease in connection with its 1958 budget 
estimates * * *.”’ We do not agree with this approach because it will mean 
that any additional benefits from the Board’s long-range audit program will 
have to be delayed until fiscal vear 1959. The need for continuing implementa- 
tion of the program should be evident to the Board. Any delay at this time would 
only serve to increase greatly the audit backlog in the face of the steady expansion 
of the airline industry. 

Further comments on the need for additional audit personnel begin at page 91 
of the report. 


Failure to give proper recognition to significance of audit findings 


In our review of the audit activity, we found that the Audits Division has fre- 
quently taken exception to certain accounting and reporting practices of air car- 
riers. Although these practices were reported to the Office of Carrier Accounts 
and Statistics, there is no indication that they were brought to the attention 
of the Board. 

We were not apprised of any Board action instituting remedial or preventive 
measures to correct reported practices which were not in conformity with the 
Board’s accounting and reporting requirements. The acceptance of these prac- 
tices, without corrective action by the Board, obviously tends to weaken its posi- 
tion as a regulatory body. Under these conditions the economic regulations are 
circumvented and auditing for compliance is ineffective. 

A principal use of audit findings is to correct nonconforming practices of a 
recurring nature and to assure that accounting and reporting methods will be in 
accordance with Board policy. If certain unwarranted practices are not corrected, 
they may become known industrywide and could eventually affect the validity of 
the whole reporting system of the Board. These practices become difficult to 
control because audits of carriers are not current, and unaudited periods of 1 or 
more years often exist between some examinations. 

The failure to institute any form of remedial action at the Board level impairs 
the initiative and incentive of subordinates charged with the responsibility of dis- 
closing noncompliance with regulations. Time and effort are wasted if important 
points of differences between the Board’s staff and the carriers are unresolved and 
are permitted to remain so. Moreover, we believe that the failure to enforce 
corrective action by offending carriers is inequitable to those carriers who do 
conform to the Board’s regulations. 

The Board established the Office of Carrier Accounts and Statistics on Novem- 
ber 23, 1953; OCAS formerly had been a subordinate unit of the Bureau of Air 
Operations. The Audits Division is at present a unit of the OCAS and its find- 
ings must be reported to the Board through the chief of OC AS, who, in turn, reports 
through the executive director. 

The Office of Carrier Accounts and Statistics, among other things, is responsible 
for originating and interpreting the uniform system of accounts for air carriers, 
while one of the primary responsibilities of its Audits Division is to determine 
whether the air carriers are complying with the uniform system. The removal 
of the audit responsibility from OCAS would appear to be desirable as it would 
give independence to each. 

Inasmuch as the audit of air carriers is a service function of the Board and 
assists all other organizational units, including OCAS, it is our opinion that the 
audit activity would be better carried out by establishing an Office of Carrier 
Audits responsible to the Board through the Executive Director. In addition, an 
independent Office of Carrier Audits would be completely free to report and make 
recommendations on the accounting and reporting requirements of the Board, and 
should be more objective in passing on conformance. We believe also that the 
independence attained and the closer communication with the Board would afford 
distinct advantages not now held by the Audits Division, and would eliminate 
the stalemating of significant audit findings at the OCAS level. 

The Chief of the proposed Office of Carrier Audits should be completely free to 
determine the scope of the audit activities. He should be given latitude to initiate 
actions and make decisions necessary to carry out his audit responsibilities, and 
appraise the accomplishments of the field audit units and report any deficiencies 
to the Board. Furthermore, the new Office would be in a position to evaluate 
and recommend necessary changes in the uniform system of accounts. 


75136—56——51 
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Regarding the organization of the field audit activity, our study indicates that 
the volume of audit work warrants permanent staffs at Miami and either Chicago 
or Kansas City, in addition to those located at New York and San Francisco. 
The establishment of new permanent audit sections at these locations would have 
the effect of decentralizing the audit workload and reducing travel and per diem 
costs toa minimum. Reduction in travel should prove to be an aid in recruiting 
qualified auditors locally. It is pertinent that the Board has recently established 
an office in Miami. 

Recommendations to the Board.—We recommend that the Audits Division report 
to the Board through the Board’s executive director and be redesignated as the 
Offices of Carrier Audits. We recommend also that one additional field audit sec- 
tion be established. 

The Board has informed us that it believes that the carrier audit activities are 
properly located in OCAS, but will further evaluate the advantages of our recom- 
mended change after allowing time for its revised audit program to operate within 
the existing organizational setup. The Board concurs in the idea of establishing 
an additional field audit section and will do so when additional personnel are 
available. 

Restrictive scope of air-carrier audit 

The present scope of the audit is designed to determine compliance with the 
Board’s uniform accounting and reporting requirements ‘and is geared primarily 
to mail rate, including subsidy, determinations. No provision is made for 
review and evaluation of an air carrier’s management policies, business practices, 
or internal controls. The scope does not provide for the examination of an 
air carrier’s domestic affiliates or associates, nor for the simultaneous audit of all 
divisions of a carrier. Working papers and reports prepared by an air carrier’s 
internal auditors likewise are not required to be reviewed. 

The scope of the audit is said to have been curtailed for economy reasons. 
The accomplishments of a small audit staff, while useful, are limited; to be fully 
effective, sufficient manpower is required to extend the scope of audit to matters 
other than those relating to the examination of financial transactions in terms of 
the effect on mail rates. Areas which we believe should be subjected to audit 
review include the carrier’s plan of organization, scope and delegations of authority, 
operating policies and procedures, reporting techniques, and effectiveness of 
management controls, including internal audit. Broadening the scope of the 
examination sufficiently to cover these additional areas will require additional 
qualified personnel, both in the field and in Washington. The added staff 
should not be limited to accountants and auditors only, but should inelude 
technicians experienced in all phases of airline operations, including maintenance 
and other engineering. One of their more important functions would be the 
cond'cting of surveys at the site of the carriers’ operations to properly evaluate 
management controls, both operational and financial. 

The Board has never had a staff of this type. We feel that such a staff is especi- 
ally important for reviewing the operations of subsidized carriers. 

The Board, under section 406 (b) of the act, has the task of determining the 
need of each carrier ‘‘under honest, economical, and efficient management” in 
fixing and determining fair and reasonable rates of compensation. The intro- 
duction of an expanded scope should do much to improve the quality of the audits 
and assist the Board in determining the proper amount of Federal support. 

Heretofore all di-isions of Pan American World Airways, Inc., have not been 
audited simultaneously, but have been audited for odd periods corresponding 
with pending divisional mail-rate cases. In our opinion, it is extremely important 
for all divisions of an air carrier to be audited for identical periods, with simul- 
taneous completion dates, so that the complete financial results of the carrier’s 
operations can be coordinated and reviewed. The Board has informed us that 
it is auditing, for the first time, all divisional operations of this carrier, as well as 
its domestic affiliates and associates, for the year ended December 31, 1954. 

Recommendation to the Board.—We recommend that the objective and scope 
of the air-carrier audit be expanded to include such areas as the earrier’s plan 
of organization, operating policies and procedures, and effectiveness of manage- 
ment controls, including internal audit. 

The Board is making a further study before concurring in or disagreeing with 
this recommendation. 

Recommendation to the Congress.—We recommend that the Congress amend or 
clarify the act to confer upon the Board the unquestioned right to audit the books 
and records of the domestic affiliates and associates of air carriers. We believe 





801 


this to be necessary because the Board has expressed doubt in the past as to its 
authority to require such companies to submit to an audit, although the Board 
now apparently agrees that the act contains sufficient implied authority in this 
respect. 


Inadequate audit coverage 


The audit staff is responsible for the audits of the 60 certificated carriers, whose 
main offices, where the audits are generally performed, are situated in many of 
the principal cities of the United States and its Territories. Because of the 
small staff it has been necessary for the Board to limit the frequency of its audits. 
As a result, air carriers are seldom audited on an annual basis, and the period 
for audit may vary from 1 to 4 years. If the period for audit extends beyond 
| year’s operations, emphasis is generally confined to the most recent year and 
does not cover the entire period. Thus, in our opinion, the audit coverage cannot 
be considered adequate. 

At December 31, 1954, there were 29 employees engaged in the audit activity.”° 
Of this total 24 could be classified as on-the-job auditors, 11 working out of 
Washington, D. C., and the remainder in field offices at New York and San 
Francisco. The latter office was established in August 1954 to perform audits 
in the western part of the United States, Alaska, and Hawaii. As indicated 
previously, another office has been established at Miami. 

We feel that all certificated carriers should be subject to an annual audit until 
such time as the integrity of basic information is established. As experience 
proves that reliance can be placed upon a carrier’s management policies and 
accounting and reporting procedures, the frequency of audit of nonsubsidized 
carriers might be reduced to every 2 years. 

The Board is also responsible for the regulation of over 50 noncertificated car- 
riers, whose accounts and records are subject to audit but are not examined because 
the Board has not been able to undertake the additional workload. The fact 
that these carriers are not receiving Government support should not exclude them 
from audit. They are an integral part of a regulated industry, and the Board 
should be made aware of their financial stabililty, organizational structure, 
administrative and operating practices, and accuracy in reporting financial and 
statistical data. The Board should plan the extent to which the noncertificated 
carriers should be audited. 

Recommendations to the Board.—We recommend that— 

1. Air carrier audits be performed on an annual basis. 

2. The Board continue its efforts to obtain the services of additional 
qualified audit personnel necessary to accomplish an expanded scope, in- 
creased coverage, and reduction of the backlog of audits. 


Lack of coordination in planning, programing, and reviewing air carrier audit activity 

We observed a lack of long-range planning and programing of the audit work- 
load, and a failure at the Washington level to promptly review audit accomplish- 
ments and initiate necessary followup action. In addition, there is only a limited 
exchange of information between the Washington office and the field auditors 
The latter have not been kept currently aware of Board orders or activities 
pertinent to the audit objectives and the uses made of audit findings. 

An adequate staff at the Washington level is needed to assume responsibility 
for (1) coordinating the audit activity with other organizational units, (2) plan- 
ning and programing the audit workload, (3) reviewing working papers sup- 
porting the completed audit assignments, (4) initiating followup action on air- 
carrier practices which are not in conformance with the Board’s uniform system 
of accounts, (5) reporting audit accomplishments, (6) developing an adequate 
audit-procedures manual, and (7) providing the Systems and Reports Division 
of OCAS with recommendations for proposed changes in the Board’s uniform 
system of accounts. 

Recommendation to the Board.— We recommend that a small staff be provided 
in the Washington office of the Audits Division to coordinate, plan, program, 
supervise, and review the work of the field audit staff, to attain its prime objec- 
tive of providing current and reliable information for the Board’s use. 

The Board concurs and has taken steps to provide a staff for effective central 
overall planning and administration. 


*7 At December 31, 1955, the number of employees engaged in this activity had increased to 49. 
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SECTION 1311 REPorRTsS 


Section 1311 of the Supplemental Appropriation Act, 1955 (68 Stat. 830), 
approved August 26, 1954, requires the head of each Federal agency to report 
each year (beginning as of June 30, 1954) as to each appropriation and fund under 
the control of such agency, the amount remaining obligated but unexpended, and 
the amount remaining unobligated on June 30 of such year. The law also pro- 
vided certain criteria as to what should be recorded as obligations. Copies of 
the required reports were to be sent to the respective chairmen of the Committees 
of Appropriations of the Senate and House of Representatives, the Comptroller 
General, and the Director of the Bureau of the Budget 

We have audited the report of appropriation balances at June 30, 1955, sub- 
mitted by the Board. Our findings with respect to each appropriation follow. 








nee ,q |Unliquidated | ,, so 
Appropriation symbol, title, and year t nexpended obligations, Unobligeted 

balance net balance 
1351226, salaries and expenses, 1955 | $352, 092 $343, 760 | $8, 332 
1341226, salaries and expenses, 1954_ - . y 40, 538 322 | 40, 156 


In our opinion the agency’s report on these appropriations presents fairly the 
amount of funds remaining obligated but unexpended and the amount remaining 
unobligated at June 30, 1955. 


Unexpended | Unliquidated | Unobligated 


! ation symbol, title, a yea : . 
Appropriation s} ol, title, and year balance obligations | balance 


13x1236, payments to air carriers. --.--..--.-- $3, 362, 997 scion sah pg 


The unexpended balance at June 30, 1955, $3,362,997, is stated accurately. 
The Board reported no unliquidated obligations under this appropriation on the 
theory that payments to air carriers for the fiscal years 1954 and 1955 are, in many 
cases, contingent upon the final disposition of rate cases pending before the 
Board. The Board took the position that it was impossible to state with accu- 
racy, or support a documentary evidence, the amount representing unliqui- 
dated obligations at June 30, 1955. However, a footnote to the Board’s report 
disclosed that an oaemuned amount of $4,354,511 ($991,514 more than the unex- 
pended balance as of June 30, 1955) will ultimately have to be paid to the carriers 
for operations conducted by them during the fiscal years 1954 and 1955. 

It should be noted that the amount of $4,354,511 is based on estimated sub- 
sidy accural forecast for budgetary purposes. The forecast includes amounts 
estimated to become due certain air carriers upon the establishment of final mail 
rates, net of any refunds due the Board. 

At the present time there are 20 carriers operating on temporary mail rates. 
When final rates are set by the Board, they will be made retroactive to the date 
each case was reopened. In addition, there are 16 carriers currently operating on 
final rates but which have a past period for which final rates have not been fixed. 
The establishment of final mail rates usually results in additional amounts due 
the carriers; in some instances, however, there may be refunds to the Government. 
Final mail rates can be reopened by the Board on petition of a carrier, the Post- 
master General, or by the Board upon its own intiative. Thus a final rate in 
effect today may become an open rate tomorrow by action of the Board. 

We understand the necessity for forecasting events and agree that the inclusion 
of an amount for such events is entirely proper for budgetary purposes. How- 
ever, for the purposes of the required report, we believe that the Board should 
have recognized and reported as unliquidated obligations all unpaid claims for 
air-carrier services rendered during the fiscal year 1955 and prior. Further, we 
believe that any unpaid claims, together with the applicable published temporary 
and final mail-rate orders of the Board, properly could be considered as meeting 
the documentary requirements of section 1311 (a) of Public Law 663. 

Subject to the foregoing qualification, it is our opinion that the Civil Aero- 
nautics Board has complied with the requirements of section 1311. 
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Scoprr or AvpIT 


The objective of our study of the Civil Aeronautics Board has been to review 
the authority, policies, and practices of the Board and their effect upon the 
Federal funds expended as mail pay, including subsidy, to certificated air carriers. 

Mary man-years would be necessary to study completely and report on the 
organization, functions, and practices of the Board. Therefore in this report we 
discuss certain of the subjects which have concerned the congressional committees 
in the past. 

To understand the Civil Aeronautics Act we have reviewed and studied its 
legislative history. We have also studied pertinent reports and congressional 
hearings, including the appropriation hearings of the House and Senate for 
fiscal year 1955, the hearings on Senate bill 2647 and the related aviation study 
report (S. Doc. 163) by the Senate Committee on Interstate and Foreign Com- 
merce. Among other sources of information have been the Brookings Institution 
report on transportation (1948), the Civil Air Policy report, Hoover Commission 
reports, and the report by the Investment Bankers Association of America on local 
service air transportation. 

We have studied and reported on various bills to amend the Civil Aeronautics 
Act now before the House and Senate. In addition, we prepared numerous 
replies to correspondence initiated by members of the Congress on matters 
pertaining to the activities of the Board. 

We have conducted a preliminary survey of the Board’s organization structure 
and operating procedures to acquaint ourselves with lines of authority and 
sources of information. We reviewed in detail the activity of the Board pertaining 
to field audits of certificated carriers. Field visits were made to obtain firsthand 
knowledge of this activity. 

Our audit included a review of the financial transactions for the fiscal years 
1954 and 1955 applicable to the appropriations for salaries and expenses and 
for payments to air carriers. This review was made to determine that the 
transactions resulted only from authorized activities and were in accordance with 
applicable laws and regulations. We did not make a detailed audit, but we 
examined selected transactions to the extent deemed appropriate. 

Our examination of selected air carrier subsidy claims was made with due 
regard to the nature and volume of transactions and the effectiveness of the 
Board’s internal control. We satisfied ourselves that amounts claimed and paid 
were computed in accordance with formulas established in mail-rate orders of the 
Board. However, at the date of this report, we have been unable to complete 

} our audit, because the validation by the Board’s field audit staff of the reported 
statistical data supporting the subsidy claims for the period beginning October 1, 
1953, was not begun until December 1954. 

A review was made of selected rate and route cases to ascertain Board policies 
and procedures, their conformance with basic legislation, and consistency of 
application, but we did not make a complete review of the activities of the Rate 
and Routes Divisions, Bureau of Air Ope rations. 

Discussions were held with the Chairman of the Board, the Executive Director, 
the Secretary, the General Counsel, and various staff employees. In addition, 
iwe conferred locally and in the field with airline officials and other individuals 

} having knowledge of and experience with the air transport industry. 
. Figures contained in this report were furnished by the agency or were obtained 
\from its records or other public sources without verification by us. 


APPENDIXES 
APPENDIX A 
FUNCTIONS OF BoaRb’s OFFICES AND BUREAUS 


The executive director, acting for and under general delegation of authority 
jfrom the Chairman, serves as general manager of the Board’s staff and is respon- 
ssible for planning, supervising, and coordinating the activities of the staff. His 
| office is the primary channel of communication between the Board and its staff. 

| He provides for scheduling work in accordance with priorities established by him, 
ithe Board, or the Chairman and is charged with rendering periodic progress 
reports to the Board, 
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The Office of the General Counsel is responsible for advising the Board and its 
staff in connection with legal phases of the agency’s regulatory activities. The 
Office represents the Board in litigation proceedings and conferences involving 
legal considerations. Its other functions include (1) assistance to the Board in 
the preparation of its legislative program and in the analysis of legislation per- 
taining to the Board’s activities, (2) preparation, review, and coordination of 
economic, safety, and procedural regulations, and (3) drafting opinions, orders, 
certificates, and permits in cases where the issues warrant formal expression of 
opinion by the Board, in accordance with instructions of the Board. 

The Office of Compliance is responsible for the development and execution of 
& program designed to effectuate observance of the economic provisions of the 
Civil Aeronautics Act of 1938 and of the orders, rulings, and regulations promul- 
gated thereunder by the Board. In this connection, it conducts investigations 
of alleged violations, obtains compliance by informal action, where possible, and 
institutes and prosecutes, for the Board, civil and criminal actions to obtain 
compliance. It may, at times, represent the Board in other court proceedings 
or actions. 

The Office of Congressional Liaison and Public Information is responsible for 
(1) maintaining an effective exchange of information between the agency and 
the Congress, (2) keeping the aviation industry, the press, and the general public 
advised of major actions of the Board, and (3) coordinating the formulation of 
the Board’s legislative program. 

The Office of Administration is responsible for the performance of administra- 
tive and service functions for the Board and its staff as required by law or regula- 
tions, or as an essential aid to the accomplishment of work performed in other 
areas. These functions include budget, fiscal, management, procurement, per- 
sonnel, publications, library, and other activities. The Office is headed by the 
secretary of the Board, whose additional responsibilities include the recordation 
of all formal actions of the Board; the issuance and certification of all documents 
reflecting those actions; and for authenticating Board records, 

The Office of Carrier Accounts and Statistics was, until November 23, 1953, the 
Accounting and Statistics Division of the Bureau of Air Operations. It was 
generally responsible for (1) providing advice and assistance to the staff and op- 
erating divisions on accounting and statistical matters, (2) establishing and 
administering uniform accounting and reporting by the carriers, and (38) for 
analyzing reported data. Its functions included the auditing of carriers’ accounts 
and records, preparation of official statistical data for the Board and for other 
divisions as required, and the conduct of special economic surveys and research 
relating to the development and regulation of air transportation. The only effect 
of the November 1953 reorganization was to make the Office responsible to the 
executive director rather than the Chief of the Bureau of Air Operations. 

The Bureau of Air Operations may be divided into four primary functional 
categories: rates, routes and carrier relations, international affairs, and Alaskan 
affairs. The Bureau is responsible for the economic and legal aspects of matters 
relating to the determination of service mail rates and subsidy, and the regulation 
of commercial rates and tariffs. It prepares for the Board’s consideration policy 
statements and program objectives; recommends action with respect to specific 
cases; prepares exhibits, analyzes data, and participates generally in formal and 
informal proceedings. The Bureau is responsible for matters relating to authori- 
zation of routes and other services consistent with the objectives of the act; it 
studies route patterns and makes recommendations as to changes and appropriate 
actions required. It is further responsible for aspects of carrier relationship 
matters, such as transfer of certificates, carrier agreements, stock ownership, 
mergers, and competition. Concerning international affairs, the Bureau advises 
the Board on positions to be taken by the United States on matters affecting 
foreign economic policy, and serves as liaison agent between the Board and the 
Department of State. It represents the Board, when requested, in conferences 
and negotiations with other countries on air transportation problems. The 
Bureau administers the Board regulations respecting the Alaskan operations, and 
serves as liaison between the Board on the one hand and the Alaskan carriers, 
various civic and governmental bodies, and users of air transportation on the other 
hand. 

The Bureau of Safety Regulation is responsible for developing and recommend- 
ing for the Board’s consideration the adoption of new civil air regulations. (The 
latter are rules, regulations, and standards promulgated by the Board to promote 
safety of flight in air commerce.) The Bureau’s duties involve technical research 
on transport-type aircraft and equipment and the development of findings with 
respect to their airworthiness. The safety regulations and standards have ap- 





805 


plication to certification of pilots, mechanics, control-tower operators, aircraft 
inspection and overhaul, ete. 

The Bureau of Safety Investigation is responsible for investigating certain 
aircraft accidents, determining probable causes through public hearings or special 
studies, preparing technical analyses of the accidents, and recommending action 
to prevent recurrence and for improved safety. In addition, the Bureau compiles 
and analyzes statistics relating to accidents and hazardous conditions and prac- 
tices, and conducts special inquiries on matters pertaining generally to safety in 
air navigation and the prevention of accidents. 

The Bureau of Hearing Examiners is responsible for the conduct and disposition 
of hearings and prehearing conferences in connection with formal proceedings 
arising from the economic and safety regulations of the act. The hearings are 
held in accordance with the Administrative Procedure Act (5 U. S. C. 1001). 
The individual examiner assigned to hear a case prepares a written report con- 
taining his findings, conclusions, and recommendations based on the record 
assembled. If accepted by the Board, the examiner’s report or decision becomes 
the basis for the Board’s opinions and orders. In any event, the report or decision 
serves as a guide to the Board, 


APPENDIX B 
Civit AERONAUTICS BOARD 


Board membership since inception in 1938 


Oath of Date of Date of expi- | Present term 


Name office resignation ration of term will expire 


resent: 
Rizley, Ross (chairman). 7 s 2 ROD leoce eee » 31, 1960 
Denny, Harmar D_..----- ae : 7, 1953 |_. 5 » 31, 1959 
Gurney, Chan te . . 12,1951 |_- 3 ; » 31,1958 
Adams, Joseph P. (vice chairman) - --- 3, 1951 |_- 2 ; » 31,1956 
Lee, Josh : Sea Sea . 88,1943 . ; _ 31, 1955 


Nyrop, Donald W —_— = y 18,1951 31, 1952 


Rentzel, Delos Wilson - - pabann 4, 1950 y 6,1951 |- 

Adams, Russell B___- : ate i ada y 13,1948 31, 1950 
O’Connell, Joseph J., Jr__- dbs ae . 61948). , 1950 

Jones, Harold Armstrong ‘ . 29, 1948 28, 1951 

Landis, James M . Sie d » 19, 1946 31, 1947 
Young, Clarence M : : . 21, 1946 , 1947 

Pogue, L. Welch baa wae ata 5, 1942 » 18, 1946 

Baker, George P Se ee Aug. , 1940 , 1942 

Warner, Edward P_. ; kia r §, 1939 . 20, 1945 

Branch, Harllee .._.--- ms at , 1938 30, 1948 

Hinckley, Robert H ee asi eel , 1940 

Mason, George Grant, Jr Ja : 31, 1941 
Noble, Edward J ; ‘ . vee . 2, 1939 |. 

Ryan, Oswald oe s wd ¢, 31,1954 


APPENDIX C 
REGULATIONS OF THE BOARD 


The Board is responsible for the preparation and promulgation of rules and 
regulations in connection with its authority and responsibility under the act. 

The Procedural Regulations comprise the rules and principles adopted by the 
Board, pursuant to authority contained in section 205 (a) of the act, describing 
the administrative procedure by which the Board operates with respect to the 
public. Before a rule is promulgated, it generally is circulated for comment to all 
interested divisions and offices of the Board; in certain instances public comment 
is obtained from other interested parties. The regulations are published in the 
Federal Register. They may be amended, revised, or rescinded in whole or in 
part as may be required. 

The Civil Air Regulations comprise the substantive rules adopted by the Board 
relating to its safety functions. The Board may delegate to the Administrator 
of Civil Aeronautics the function of prescribing safety regulations. In any event 
there is coordination of activity in this respect between the Board and the Civil 
\eronautics Administration. The proposed regulation or change is submitted to 
all interested parties for comment and suggestion. When agreement is reached 
on the need for and wording of the regulation it is published in the Federal Register. 
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The Economic Regulations incorporate the substantive rules and statements of 
general policy or interpretations thereof for the guidance of the public, in connec- 
tion with the economic regulatory functions of the Board. The regulations deal 
with such matters as certificates of public convenience and necessity, permits to 
foreign air carriers, transportation of mail, accounts, records, and reports. As in 
the cases of the other formal regulations, opportunity is provided for all interested 
parties to offer suggestions and comments on proposed changes and amendments. 
After approval by the Board, publication is made in the Federal Register. 





APPENDIX D 


Board estimates of subsidies accruing to air carriers for fiscal year 1956, ranked 
according to amount 


| 


Estimated as of— 


























Carrier | September 1954 February 1955 | September 1955 

Rank | Amount Rank | Amount Rank Amount 
Thousands | Thousands | Thousands 
Pan American -_. 1 $26, 232 1 $15, 507 | 1 | $11, 123 
Trans World 2 ct fo ae J Fenavditwa cate ; 

Northwest_- ; ; 3 3, 289 17 | “Dy, ty een, er pions ; 
Braniff t 3, 170 3 2, 745 21 | 801 
Frontier 5 3,074 2 3,074 | 3 | 2, 534 
Trans Texas 6 2, 992 4 2, 667 | 2 | 2, 535 
North Central . 7 2, 510 9 | 1,900 | 8 1, 841 
Panagra. _- : 8 | 2, 203 7 1, 991 11 1, 687 
Central 9 2, 141 5 | 2, 241 | 6 | 2,095 
Alaska - 10 2,110 6 2,001 | 13 | 1, 656 
Southern _ _- : ll 1,917 | 8 | 1,917 | 10 | 1, 744 
Ozark ‘ 12 1, 890 10 | 1, 890 | 4 2, 424 
Northeast 13 1, 887 13 1, 866 | 9 | 1, 781 
Piedmont 14 1, 884 11 | 1, 884 5 | 2, 122 
West Coast__- : 15 1, 880 12 1, 880 | 7 | 1, 904 
Allegheny s 16 1,777 14 1,777 12 | 1, 685 
Pacific Northern_- 17 1, 596 15 1, 596 | 14 | 1, 622 
Lake Central ie 18 1, 492 16 1, 492 15 | 1, 461 

Pioneer 7 19 1, 398 18 1,308 |.... (4) 

New York___- ; 20 1, 389 19 1, 389 | 16 | 1, 441 
Wien 21 1, 216 20 1, 216 23 743 
Mohawk.._- aS 22 1, 134 21 1, 134 | 24 | 653 
Los Angeles ao 23 1, 103 22 1, 103 | 19 | 952 
Northern Consolidated. -_- sie 24 1,078 23 985 22 | 750 
Southwest. : ieee 25 970 25 970 20 | 946 
Colonial. A 26 958 24 978 | 26 | 412 
Bonanza_._ ata 27 911 26 911 | ei 1,093 
Delta : ie 28 705 28 EE, Wh etcicecses ae ote ia 
Continental_- = sa 29 671 27 801 18 11,051 
Hawaiian_ gen mn 30 576 29 | 634 29 | 243 
Helicopter ; aliaialis si i 31 436 30 436 | 25 | 421 
Alaska Coastal__-- ; eee ee 32 310 31 310 27 314 
Cordova cm wae eee Jase i 33 294 32 294 28 273 
Ellis sie s wee vee ee 34 261 33 261 30 | 236 
Trans Pacific. _ —— ae Ne cl | 35 147 35 S4 31 50 
Carsineen Atlantic... .....cace<cssss Ae 36 | 125 34 125 | 32 49 
Byers.-_- ee ee ee 37 52 36 52 33 49 
Reeve__..------ Pia i ia ia Tao 38 1 37 1 | 34 | 28 
I i eg pe Sa ce 70, 100 |......-+] of 9 rere 48, 719 


1 Continental’s subsidy estimated at September 1955 results from merged Pioneer’s routes. 


Source: Board reports entitled Service Mail Pay and Subsidy for United States Certificated Carriers, 
dated September 1954, February 1955, and September 1955. 
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APPENDIX E 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 8, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHartrMan: Reference is made to our letter dated April 27, 1955, 
containing comments and recommendations with respect to S. 308, S. 1119, and 
other bills proposing to amend the Civil Aeronautics Act of 1938. 

In that letter we expressed our wholehearted agreement with the contractual 
concept covering the payment of subsidy, as contemplated in both 8. 308 and 
§. 1119, primarily for the reason that it provides a positive separation between 
rates and subsidies, and leaves the matter of compensation for the carriage of mail, 
passengers, and cargo within the Board’s ratemaking functions where it rightfully 
belongs. Furthermore, we expressed the view that, in the event such provision 
is adopted by the Congress, the element of subsidy thereafter would be regarded in 
terms of amounts instead of rates as a matter of financial support for the purpose 
of maintaining an industry in the national interest and, hence, there no longer 
would exist the necessity for having the consideration of such amounts being 
brought within the Board’s realm of a quasi-legislative judicial proc eeding. Since 
the reasons underlying our support of such a concept were set out in detail in our 
report of April 27, they need not be repeated here. For reasons stated therein, 
we also expressed agreement with that portion of the amendment dated March 23, 
1955, amending S. 1119, which provides for the creation of a Subsidy Adminis- 
trator to be appointed by the President and to be administratively responsible to 
the Chairman of the Civil Aeronautics Board. 

We recently received an informal request from your committee counsel to sub- 
mit a draft containing a few pertinent elements which, in our opinion, should be 
embodied in the legislation as the bases for the contracts contemplated by the 
law. Accordingly, we suggest the following substitute for those portions of 8. 308 
and 8. 1119 entitled “Subsidy Payments for Essential Air Transportation,’’ which 
propose to authorize the Civil Aeronautics Board to enter into such contracts 
with the subsidized air carriers, retaining, of course, the amendment creating the 
office of Subsidy Administrator. However, it is suggested that the latter, instead 
of amending section 201 of the act, be used as an introduction to the subsidy 
section of 8. 308, beginning with subsection (e) at the bottom of page 17 through 
paragraph (2) on page 19 of S. 308, as follows: 

“SUBSIDY PAYMENTS FOR ESSENTIAL AIR TRANSPORTATION 
(1) There shall be a Subsidy Administrator who shall be appointed by the 
President, by and with the advice and consent of the Senate, and who shall 
receive a salary of $———— per annum. The Subsidy Administrator shall be 
administratively responsible to the Chairman of the Board. 

2) The Subsidy Administrator shall be provided the necessary staff to enable 
him to perform the duties prescribed in this Act. In addition thereto, he shall 
have access to all information and material presently available at the Board and, 
to the extent practicable, he shall have access to the Board’s legal counsel, air 
transportation specialists, accountants and auditors, together with the further 
authority to engage consultants whenever deemed in the public interest for the 
purpose of developing special studies relative to subsidy carrier operations in 
particular and air transportation subsidy problems in general. There also shall 
be made available to the Subsidy Administrator copies of all reports furnished to 
the ‘Board, including special and routine investigations: Provided, That such 
additional investigations may be instituted at any time found necessary to meet 
his particular requirements. 

(3) The Subsidy Administrator, in conformity with the general policies of the 
Board, is empowered, upon petition of any air carrier, in the interest of encour- 
aging the development of an air transport system properly adopted to the present 
and future needs of the foreign and domestic commerce of the United States, of 
the postal service, and of the national defense, to make an offer or offers on 
behalf of the United States to such air carrier to make payment in such amounts 
as are necessary to enable such air carrier, under honest, economical, and efficient 
management, properly to perform the air transportation authorized by any cer- 
tificate or certificates of public convenience and necessity held by such carrier. 
Such offer may be accepted by the air carrier concerned by agreement, in the 
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form and manner specified by the Subsidy Administrator in the offer, (A) to 
continue to furnish the air transportation to which the offer relates for the term 
thereof, and (B) when so directed to repay to the United States any sum which 
may be found due and owing the United States pursuant to paragraph (13) of 
this subsection. Such acceptance when filed with the Subsidv Administrator 
together with the offer to which it relates, shall constitute a binding contract 
between such carrier and the United States for the term specified in the offer, not 
less than three nor more than seven years. Payments under this subsection shall 
be made out of funds appropriated to the Board for this purpose. Each petition 
filed under this subsection shall state in detail the amount of payments the 
petitioner needs in order to effect the purpose of this subsection, and the petitioner 
shall have the burden of proving such need, 

“*(4) Such contract shall provide that the amount awarded shall not exceed a 
sum estimated to be necessary to enable such carrier, under honest, economical, 
and efficient management properly to perform the air transportation authorized 
by any certificate or certificates of public convenience and necessity held by such 
varriers; and such amount shall be predicated upon the fair and reasonable cost of 
operations incident to the type of service performed, based upon a comprehensive 
review of all items of income and allowable expenses submitted by the applicant 
and verified by appropriate audit. 

(5) Such contract shall clearly indicate that the payments awarded there- 
under are designed for the purpose of promoting the nation’s air transportation 
system as set forth in the Declaration of Policy of this Act, and not necessarily 
for compensation covering any particular segment of the service. In consonance 
with such policy, it shall be the duty of the Subsidy Administrator to determine 
the level of assistance to each carrier applicant, to administer the subsidy program 
and to develop all means available to reduce subsidy requirements by scrutinizing 
at all times the financial condition and operations of such carriers toward the end 
of assisting them as quickly as possible to attain self-sufficiency. The carrier 
shall at all times keep the Subsidy Administrator fully appraised of any and all 
of its proposed major changes in its financial structure, equipment and activities 
which would have an effect either directly or indirectly upon its subsidy require- 
ments. 

““(6) The present Economic Regulations of the Board, including any subsequent 
amendments thereto, together with the Board’s Uniform System of Accounts 
issued thereunder, shall be complied with to the extent of their effect upon 
subsidized carriers. 

(7) The Subsidy Administrator shall prescribe the policy with respect to the 
elements of the investment base, used and useful in the air transportation industry 
under honest, economical, and efficient management allowable for computing the 
rate of return. 

“(8) In computing subsidy requirements of an air carrier, profits from the 
sale of its capital assets used and useful in the air transportation industry shall be 
considered to reduce the subsidy support. Likewise, net income, whether in 
equity or otherwise, from investments of any kind, including notes, debentures, 
long-term advances or stock in subsidiaries, affiliates, associates of whatever classi- 
fication in excess of a rate determined by the Subsidy Administrator on the origi- 
nal cost of investment shall be considered as other revenue and applied in the 
reduction of the total subsidy need. 

“(9) If, in the event of a change in operations pursuant to a Board order which 
results in a decrease in a carrier’s anticipated net income, the Subsidy Adminis- 
trator shall find, after consultation with the Board, that the subsidy provided in 
this subsection is in any respect inadequate as a result of such extension, he shall 
grant whatever additional subsidy he determines to be necessary for that purpose, 
and the contract may be amended accordingly: Provided, That in the event such a 
change in operations shall increase the carrier’s net income there likewise shall be 
an appropriate reduction in the original contract amount. 

(10) In the consideration of allowable expenses to subsidized carriers, the 
salaries for personal services paid to a director, officer, or employee by said carrier, 
its affiliates, subsidiary or associates, must be approved by the Subsidy Adminis- 
trator, and in no case shall such salary exceed the sum of $25,000. The term 
‘salary’ shall include wages and allowances of compensation in any form for per- 
sonal services. 

(11) The Subsidy Administrator shall establish, maintain and promulgate to 
the subsidized air carriers all items of expense which may not be allowed for 
subsidy payment purposes. It also shall be his duty to formulate whatever 
standards are deemed necessary respecting the various types of activities and 
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related expenses incurred by such carriers under honest, economical and efficient 
management which properly may be allowed in considering their subsidy needs. 

(12) The amount of such subsidy shall be determined on an annual basis, 
shall emcompass the overall need of the carrier in its air transportation activities 
and shall be paid in periodic installments: Provided, That such carrier has per- 
formed services during the period originally forecast. 

‘‘No such subsidy shall be paid until the carrier has furnished satisfactory evi- 
dence of its intention to follow a clear and concise capitalization and depreciation 
policy, including residual values of aircraft equipment and other major property 
items used and useful in the air transportation industry as prescribed by the 
Subsidy Administrator and/or the Board. 

(13) At the end of each year during the term of the contract period, the Sub- 
sidy Administrator shall compute the amount, if any, which is due to the United 
States from the air carrier concerned in the following manner: The total payments 
received by the carrier under the terms of the contract shall be added to all other 
revenues accruing to the carrier during the term of the contract. From this sum 
there shall be deducted all allowable charges and expenses under the contract, 
including taxes, properly allocable to the performance to the transportation 
contracted for, including the amount found necessary to assure the carrier a fair 
return under honest, economical, and efficient management as determined by 
the Subsidy Administrator, and the remainder shall be the amount due from the 
carrier, but in no case shall such amount exceed the total amount of payments 
made under the contract. Any such repayment by an air carrier shall be made 
to the Treasurer of the United States, and shall be credited to appropriations made 
available for the purpose of this subsection. 

(14) It shall be the duty of the Subsidy Administrator to impose such addi- 
tional special contract provisions which, in his judgment, will lead to a final stabili- 
zation of the subsidized carriers and adequately protect the interest of the United 
States, 

“(15) Any dispute concerning a question of fact arising under this contract 
which is not disposed of by agreement shall be decided by the Subsidy Adminis- 
trator, who shall reduce his decision to writing and mail or otherwise furnish a 
copy thereot to the carrier. Within 30 days from the date of receipt of such copy, 
the carrier may appeal by mailing or otherwise furnishing to the Subsidy Adminis- 
trator a written appeal addressed to the Civil Aeronautics Board, and the decision 
of the Board shall be conclusive: Provided, That if no such appeal is taken the deci- 
sion of the Subsidy Administrator shall be final and conclusive. In connection 
with any appeal proceeding under this clause, the carrier shall be afforded an 
opportunity to be heard and to offer evidence in support of its appeal: Provided, 
further, That parties to such appeal proceeding shall be limited to the carrier 
and/or its representative and the Subsidy Administrator. 

(16) During the pendency of proceedings to determine the amount of payment 
to any air carrier under this subsection, the Subsidy Administrator is author- 
ized to make an advance, out of funds appropriated for the purpose of this sub- 
section, to such carrier upon a showing that the need for such an advance is 
essential and urgent.”’ 

It will be noted from the above that payments are not limited to those carriers 
holding a certificate authorizing the transportation of mail in air transportation, 
as proposed in 8. 308 and 8. 1119. The reasons substantiating our reeommenda- 
tion for such omission were set forth in our Jetter of April 27, wherein we suggested 
that the provisions of 8. 308 be amended so as not to require that a carrier hold a 
mail certificate to become eligible for subsidy payments. We added, however, 
that it should be made clear that the mere issuance of any type of certificate does 
not carry with it a bona fide right to a claim for subsidy. Furthermore, we 
suggested that by issuing a certificate of public convenience and necessity without 
regard to what types of traffic are authorized by such certificate the Civil Aero- 
nautics Board would have ample power to control carriers eligible for subsidies. 

In the aforementioned substitute amendment we also have omitted the phrase 
“without regard to capital gains or capital losses,’”’ appearing in both 8. 308 and 
S. 1119. In our previous report we suggested that a capital gain, measured in 
terms of sound accounting principles, should be regarded as “other revenue”’ and, 
conversely, capital losses, when computed upon a reasonable basis, likewise 
should be regarded as an allowable item in the determination of elements to be 
underwritten by the Government. Also, in our suggested substitute there has 
been eliminated the phrase “one-half of the remainder, without recomputation of 
income taxes, shall be the amount due from the carrier * * *,” for the reasons 
stated in our previous report. In this connection, we remain of the opinion that 
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a carrier requiring Federal aid should not be permitted to retain any portion in 
excess of an amount enabling it to operate under honest, efficient, and economical 
management, particularly in view of the fact that such aid guarantees such carrier 
a fair return on its investment. 

In our opinion, by giving effect to the foregoing suggestions which, of course, are 
not all-inclusive—since it is assumed that the Administrator will incorporate such 
special conditions as may from time to time be required—the carriers should be 
in a position to receive a sufficient amount of financial support and, at the same 
time, the Government will be protected against the possibility of unwarranted 
expenditures under the subsidy program. 

We appreciate the opportunity of furnishing these additional comments and 
recommendations, and you may be assured that we stand ready to render any 
further assistance deemed desirable by your committee, 

Sincerely yours, 
JoseEPH CAMPBELL, 
Comptroller General of the United States. 


APPENDIX F 


CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, May 6, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CuHarrRMAN: Reference is made to your letter of March 18, 1955, 
requesting the comments of the General Accounting Office concerning 8. 1462, 
84th Congress, Ist session, entitled ‘“‘A bill to amend subsection 406 (b) of the 
Civil Aeronautics Act of 1938, as amended.’’ 

This bill is identical to 8. 3426, introduced during the 83d Congress, 2d session, 
and our comments with respect to the former were transmitted to your committee 
in a letter dated July 23, 1954. In that letter we pointed out that while we had 
begun a study of the operations of the Civil Aeronautics Board, we were not then 
in a position to make any recommendation as to the merits of 8. 3426. Since 
that time, a review has been made covering a few of the areas dealing specifically 
with those functions relating to air carrier economic regulations and, while such 
survey is far from being complete, there presently has been accumulated con- 
siderable information which was not available on the date of our last report. 

It is our opinion that this bill, like S. 3426, if enacted, will make ineffective 
the decision of the Supreme Court of the United States in the case of Civil Aero- 
nautics Board v. Arthur E. Summerfield, Postmaster General et al., 347 U. 8. 74, 
and, therefore, would result in an unwarranted burden upon the taxpayer. In 
that decision it was held that the Civil Aeronauties Board in fixing subsidy in 
the Chicago and Southern Airline case (now merged with Delta Airlines) must 
measure the need of a particular carrier “by the entirety of its operations, not 
by the losses of one division or department.’’ The Court also pointed out that 
“the wording of the act precludes measuring ‘the need’ of the carrier by any 
other unit than the carrier as an entity,’’ and stated that ‘‘there is no discretion 
in the Board to disregard any portion of the revenue because of economic or 
other policy considerations.’’ As a result, the Board presently is revising its 
procedures, not only with respect to the Chicago and Southern Airline case, 
but to all other carriers maintaining two or more divisions to which the decision 
applies, and has concluded that a considerable sum of money may inure to the 
benefit of the Government by virtue of the offset principle enunciated by the 
Court. However, in the event 8. 1462 should become law such a recapture 
would not be possible, particularly in the light of section 3 of the bill which pro- 
vides that the “foregoing amendments shall be effective as to all proceedings 
for the fixing of rates for the transportation of mail by aircraft pending before 
the Civil Aeronautics Board on or after January 1, 1955, without regard to the 
period with respect to which such rates relate.’’ [Italic supplied.] 

We agree with the soundness of the Court’s legal interpretation of section 
406 (b) of the act. Furthermore, in appraising the matter from an equitable and 
practical view, it is manifest that the measure of assistance rendered to any carrier 
by a “‘need’”’ standard should be based upon the premise of its actual overall 
requirements rather than upon a segment of its operations. Otherwise, the word 
‘“‘need’’ will have lost its significance, both in the present law and in the proposed 
amendment. It also should be observed that in administering this portion of the 





811 


act the Board has taken the position that a carrier is entitled to mail pay sufficient 
to grant such carrier, under honest, economical, and efficient management, a fair 
rate of return on its entire investment. However, by awarding subsidy on a 
divisional basis as proposed by the amendment, a carrier could obtain profits 
far in excess of a fair return for its entire operations. 

Another objection to the proposed legislation is that by permitting subsidy on 
a divisional basis there lurks the danger of having vast sums of centrally controlled 
revenues and expenses allocated to or between divisions. In this connection, 
attention is invited to the following pertinent statement by an official of one of 
the major airlines before your committee which at the time was considering 
S. 3426: 

“Obviously a law which would permit a combined domestic-international 
operator to retain excessive domestic profits and still obtain subsidy for inter- 
national operations would offer every incentive to use methods of allocation that 
reduce the expenses and investment of the domestic operations and augment 
those in the international operations. In saying this I am not charging fraud: 
I am simply suggesting that airline operators are human, and that where an 
exercise of judgment in one direction in ‘dividing something which is almost 
indivisible’ will make more money for their stockholders, they are likely to go 
in that direction rather than another. I am suggesting also that in my illustrative 
case, different methods of allocation, or perhaps only a different keeping of the 
books, could easily produce figures showing that the carrier had earned $11 million 
on the domestic portion of its business and $3 million on the international portion— 
rather than $14 million on the domestic and none on the international. Jt is 
too much to expect the Civil Aeronautics Board to protect against this. Even if a 
uniformly applicable allocation formula could be devised—and after 8 years none 
such is in sight—the Board does not keep the carriers’ books and cannot police 
the detailed day-to-day application of an allocation formula with anything like 
100 percent effectiveness.’’ [Italics supplied.] (P. 93, hearings before the Com- 
mittee on Interstate and Foreign Commerce, U. 8. Senate, 83d Cong., 2d sess, 
on 8. 3426.) 

We are in complete agreement with the views expressed in the above statement. 
Although they refer to a combined domestic-international operator, the prin 
ciples apply equally to a multiple-division international carrier. Manifestly, by 
resorting to the practices referred to, not only could a small change in allocation 
percentage result in a shifting of substantial dollar amounts between a division 
on a final rate to others on an open rate, but the task imposed upon the Board's 
staff in validating the amounts so shifted would be overwhelming. 

Again, in the Chicago and Southern Airline case, the Court observed that, 
while the ‘‘need”’ clause in section 406 (b) is not wholly at war with traditional 
ratemaking functions, the application of such clause by the Board on a divisional 
basis was at war with such language. It then emphasized that the measure of the 
need is an amount of compensation necessary to carry the mail and ‘together 
with all other revenue of the air carrier’? adequate for maintenance and develop- 
ment. This, in our opinion, is as it should be: and so long as the standard of 
assistance to a carrier is to be measured by its need—which appears still to be the 
criterion in 8. 1462—such assistance should be determined upon nothing less than 
an overall basis. Otherwise, there conceivably could be imposed upon the Gov- 
ernment and the taxpayers the burden of rendering financial aid where, in fact 
no aid is required. 

In our report dated April 27, 1955, to your committee, commenting upon 8. 
308 and other bills proposing to amend the Civil Aeronautics Act of 1938, we 
strongly endorsed that portion of the President’s Air Coordinating Committee 
report which recommended that all reasonable steps be taken by both the Govern- 
ment and the air industry to reduce subsidy. We also agreed with the proposi- 
tion that there is no sound reason why air transportation, any more than any 
other industry in the Nation’s economy, should enjoy permanently the contingent 
protection against future loss that is afforded by an eligibility to seek resumed 
subsidy payments. In consonance with such a policy, it cannot be maintained 
that a point of self-sufficiency has not been reached by a carrier who, while having 
sustained losses in one or more segments of its operations, is at the same time 
realizing fair and reasonable profits in its operations as a whole. 

In the light of the foregoing, we recommend against favorable consideration 
of the bill. 

Sincerely yours, 
JoOsEPH CAMPBELL, 
Comptroller General of the United States. 
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Mr. Yates. Over what routes does North American compete with 
the certificated carriers ? 

Mr. Riziey. Largely between New York and Los Angeles, New 
York and the Pacific coast. 

Mr. Yates. Have the airlines which now operate over that route 
suffered any operating losses as a result of that competition ? 

Mr. Riziry. I don’t think so. 

Mr. Yates. Do not the annual reports of the airlines show their 
revenues to have been increased over the years that the North Ameri- 
can airlines have been operating over those lines? 

Mr. Riziry. I think so. 

Mr. Yates. As a matter of fact, haven’t the airlines which have cer- 
tificates for those routes been required to put additional trips on in 
order to accommodate the traffic ? 

Mr. Riziry. Iam sure they have. 


INCOME-TAX ALLOWANCES FOR RATEMAKING PURPOSES 


Mr. Roonry. Is the Civil Aeronautics Board still paying out sub- 
sidy money to cover Federal income taxes of airlines ? 

Mr. Rizitry. I think weare. Iam sure we are. 

Mr. Rooney. Is that a good situation, Mr. Chairman ? 

Mr. Riztey. Of course, speaking individually, I don’t think so. 

Mr. Roonry. Wouldn't you like somebody to pay your income taxes ? 

Mr. Preston. Hasn’t the question been decided by the court? 

Mr. Muuiean. Yes; it has, sir. I have the GAO report here and 
I have not had a chance to read it thoroughly but it deals specifically 
with the income-tax question. 

Mr. Roonry. What does it say about it ? 

Mr. Muuuican. That it is proper to treat income taxes as an ex- 
pense, and therefore to include the taxes in arriving at the carriers’ 
need. That was the basic question. 

Mr. Rorn. May I add one thing? The income-tax policy of the 
Civil Aeronautics Board is now identical with the policy of every 
State and Federal public utility regulatory agency with respect to 
income-tax allowances for ratemaking purposes. I think the excel- 
lent statement in the GAO report bears that out: that we are han- 
dling taxes in the exact manner of all regulatory bodies and they 
find ‘nothing wrong with the current policy of the Board. 

Mr. Rooney. The record will speak for itself. I didn’t read every 
line of this report but the record will speak for itself. 


REVIEW OF RATEMAKING POLICIES 


Mr. Tuomas. When you testified on the basis of ratemaking, which 
may or may not be sound, still that same General Accounting report 
certainly recommends to the Board that you reinvestigate the whole 
subject of ratemaking. This is only a yardstick. 

Mr. Riziry. That is right. 

Mr. Yates. What is the yardstick employed by the Board? 

Mr. Riztey. What I tried to say a while ago was this: I think it is 
perfectly legal under the act to do exactly what we are doing. Of 
course, I happen to be one of those who also believes Congress should 
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take a good look now at the whole question of subsidy policy. I think 
the airline situation is much different now from what it was in 1938. 
That is my individual opinion. 

Mr. Muuuiean. The GAO report states there should be a revised 
look at the ratemaking process as it deals with service rates rather 
than subsidy rates. 

Mr. Tuomas. That is 85 percent of the total business. 

Mr. Mutuigan. That is true. Of course, the Post Office Depart- 
ment thinks the rates are fair, and the Post Office is making a profit 
under the present service rates. 

Mr. Yates. The question I asked was whether the Board in estab- 
lishing rates for the carriers uses as its basis for ratemaking the fixing 
of a fair return upon capital prudently invested. Is that the basis for 
the establishment of rates? 

Mr. Muwuican. That is one of them, sir. 

Mr. Yares. What are the others? 

Mr. Muuuican. Speaking of subsidy ? 

Mr. Yates. Talking about operating rates, service rates. 

Mr. Roru. The basis is exactly what was stated in the question. It 
is the cost of the service including a fair return on the useful invest- 
ment. 

Mr. Yares. What does the Board consider to be a fair return ? 

Mr. Rorn. For service-rate purposes within the United States it is 
8 percent after Federal income taxes, outside the United States the 
Board generally uses 9 percent for the major carriers. 

Mr. Yarrs. Do I remember having read in the paper that American 
Airlines, for example, had a rate of return of something like 14 per- 
cent after taxes ? 

Mr. Rorn. On their overall business; yes, sir. 

Mr. Yates. When you say overall, what do you mean by that? 

Mr. Ror. I mean by that that not over 5 percent of their business 
was transportation of mail and 95 percent was primarily transporta- 
tion of passengers, and I would guess freight and express was probably 
between 5 and 10 percent of the ‘traffic. 

Mr. Yates. What portion of their traffic do you establish rates for ? 
Do you establish a rate for all of it? 

Mr. Rorn. The Board literally establishes the rate for transporta- 
tion of mail. All other rates charged by American Airlines are set 
forth in the tariffs filed by American Airlines with the Board, which 
insofar as the domestic United States is concerned, the Board has very 
extensive power to regulate and control, but insofar as American Air- 
lines operates in Canada and Mexico the Board cannot control the 
level of those fares and that is what Chairman Rizley was referring 
to in indicating need for legislation. 

Mr. Yates. What portion of American Airlines traffic operates be- 
tween the United States and Canada and the United States and 
Mexico? It isa minor portion, is it not? 

Mr. Rorn. Certainly less than 10 percent. 

Mr. Yates. If this report I read was correct about American Air- 
lines making a return of 14 percent after taxes, is it possible that the 
company is charging fares that are too high? Has the Board taken 
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any action to find out whether or not the rates charged by American 
were excessive / 

Mr. Roru. I would say there is certainly no Board decision which 
would indicate that 14 percent rate of return is a fair rate of return. 

Mr. Yates. I thought you said fair rate of return established by the 
Board was 8 percent for domestic traffic and 9 percent for overseas. 

Mr. Rorn. That is correct, but that is the rate of return the Board 
has used in mail rate proceedings with or without subsidy. 

Mr. Yates. Has the Board established passenger rates? 

Mr. Rorn. There are relatively few passenger rate proceedings in 
which the Board goes through a full-scale rate case and comes out 
with a decision on the fair rate of return. 

Mr. Yates. Is that not required under the law? As I understand 
the regulatory process in establishing rates, the Commission is sup- 
posed to come to a determination first of the amount of the rate base 
and then apply a fair rate of return to that rate base in order to es- 
tablish just and proper rates. Is that correct? 

Mr. Rorn. I think your statement is correct insofar as it goes. 

Mr. Yates. In what respect is it deficient ? 

Mr. Rorn. There is a lot more to the ratemaking process than that. 
As far as it goes it is absolutely correct. 


ACTION TAKEN BY BOARD TO REDUCE RATES IN PRIOR YEARS 


Mr. Yarrs. How many rate cases does the Board have? How 
many major rate cases have you had in establishing the rates for major 
carriers? Have you had any at all? Have you ever taken action to 
alae e the rates of major carriers ? 

Mr. Rorn. Yes. 

Mr. Yares. It has? 

Mr. Rorn. Yes, sir. 

Mr. Yates. In what types of cases and when ? 

Mr. Rorn. Around 1943 or 1944 the Board took action to get the 
industry fares down. 

Mr. Yates. Did it establish the fair rate of return at that time? 

Mr. Rorn. I would have to check the Board’s decision. 

Mr. Yares. Since 1948 it has not done that to your knowledge? 

Mr. Rorn. First let me say this: In 1945 the Board started action 
aimed at sharply reducing the then established mail rate, bearing in 
mind that during the war mail was a much more important part of 
the total traffic than it is recently. The Board proposed a cut as of 
the beginning of 1945 in the mail rate from 60 cents a ton-mile which 
then was being paid unsubsidized carriers to 32 cents a ton-mile. 

Shortly thereafter one of the large carriers came to the Board and 
urged th: at instead of having that ‘sharp a cut in the mail rate that 
that carrier was willing to substantially reduce its passenger fares 
down to the level of 4%4 cents a passenger mile if the Board would 
at the same time set the mail rate at 45 cents a ton-mile, in other 
words, reduce the mail rate from 60 cents to 45 cents, which is approxi- 
mately equal to 414 cents a passenger mile. 

Without going through a full hearing, before the end of 1945 the 
Board did precisely what was proposed ‘by that carrier, namely, to 
set the rate for the big 4 airlines at 45 cents a ton-mile and all of ‘the 





major carriers reduced their passenger fare level to 4% cents a mile. 

Mr. Yates. Has the Board in any proceeding since 1943 established 
fair rate bases for the carriers and established a fair rate of return for 
any of them ¢ 

Mr. Rorn. I could not recall a passenger fare proceeding. 

Mr. Yates. I didn’t ask that. Does the Board have any records 
which show the fair-rate base of the carriers? Has the Board com- 
uted a fair rate of return asa rate base / 

Mr. Rors. Well the board certainly has records which are brought 
up to date at least four times a year. And in the reports that are 
made public they show the rate of return on the investment being 
earned by each carrier certificated by the Board. 

Mr. Yates. In other words, what you are saying is that the carriers 
file annual reports with the Board and the Board has this material 
available to them ? 

Mr. Rorn. Yes, sir. 

Mr. Yatrs. Has the Board ever approved this rate base formally ? 

Mr. Rortr. The Board does not take formal action but, rather, uses 
those reports. 

Mr. Yates. How does the Board know that the rates charged by 
the carrier are fair? How can it possibly know they are not excessive ? 


GENERAL FARE INVESTIGATION IN 1953 


Mr. Rorw. I think, first, the most helpful thing in that connection 
would be the Board’s decision in the so- called general fare investiga- 
tion in 1953. Early in 1952 the Board did start a general fare pro- 
ceeding, going into the question of the level of fares of all domestic 
trunkline carriers in the United States. Exhibits were prepared for 
the formal hearing that was to take place; but, before the hearing 
actually commenced, all of the trunkline carriers filed a motion with 
the Board for dismissal of the general fare investigation and the 
Board, in May 1953, issued an opinion granting the motion to dismiss 
by a 3-to-2 vote of the Board. The Board's decision was accompanied 
by two separate dissenting opinions by members of the Board who 
disagreed with the main opinion. 

Mr. Yares. In that case, did the Board determine the rate base of 
the carriers, and the fair rate of return ? 

Mr. Rorn. The Board’s opinion set forth material largely taken 
from staff exhibits. 

Mr. Yates. Frankly, I'll tell you why I am asking these questions. 
Mr. Rooney asked about an airline which the C hairman (Mr. Rizley ) 
said violated the law in not having obtained a certificate. We do 
not know what the violation was at this time, because nobody has 
been able to tell us. I would assume that the North American <Air- 
line operated without a certificate and therefore, because it — no 
certificate presumably violated the law. Without a certificate, it is 
presumed to have competed unlawfully with certain of the certific a 
carriers. 

Mr. Rorn. That is correct. 

Mr. Yares. I can see some justification for the position taken by the 
Board in protecting existing carriers if the Board knows definitely 
that the rates of fare charged by the carriers are no more than just, 
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fair, and proper rates. But the Board does not know that. My 
line of questioning this morning has been directed to trying to find 
out whether the Board has ever established just and proper fares by 
proper procedures, by establishing a fair rate base for the air car- 
riers and applying a fair rate of return, so that it can be said with 
some justification that the rates charged by the carriers are not 
exorbitant. In the absence of such a determination, I question 
whether anyone can state the fares charged the public are just. In 
the absence of such a showing, is not competition the best basis for 
having fair rates established for the public? We do know that, at the 
time the Civil Aeornautics Board Act passed, the Federal Aviation 
Commission stated— 

There must be enough competition to serve as a spur to the eager search for 
progress, but there must not be so much as to raise costs materially through 
the duplication of facilities. There must be no arbitrary denial of the right of 
entry of newcomers into the field where they can make an adequate showing 
of their readiness to render a better public service than could otherwise be 
obtained. There must be no policy of a permanent freezing of the present air- 
transport map, with respect either to the location of its routes or the identity 
of their operators. The present operators of airlines have no inherent right 
to a monopoly of the routes that they serve. 

The carriers are now subject to protection under the prevailing 
theory of regulated monopoly. The theory of regulated monopoly 
assumes that those who oce upy the field as regulated public utilities 
at the present time will be protected if they give the public the best 
possible service at just and fair rates. The questions I have asked 
this morning and the answers I have received do not satisfy me that 
the Board has acted consistently. It has not established by properly 
recognized methods of public utility ratemaking whether each of the 
carriers is charging more than fair and just rates. Yet, they deny 
certificates to possible competitors who are willing to charge to 
the public. I wonder, therefore, whether or not the Board’s decision 
in denying a certificate to a competing carrier is sound. 

Mr. Rorn. May I say, first, that in May 1953, three members of 
the Board voted to dismiss the investigation and in their opinion indi- 

cated that they felt the continu: ition of the investigation was not 
warranted. And I think unquestionably the opinion indicated that 
in the opinion of those three members the earnings of the carriers 
and the fare level of the carriers were reasonable when looked at over 
a period of years. At that same time, two other members of the 
Board disagreed with that view and felt the investigation should 
go forw ard, and presumably they had some question in their mind, 
as indicated by their dissent, that the earnings and fare level of the 
industry or of individual carriers may have been excessive. 


ACCELERATED WRITEOFF FOR TAX PURPOSES 


Mr. Yares. Do the carriers have the accelerated writeoff for tax 
purposes ¢ 

Mr. Rorn. Not all carriers; but, as far as I know, virtually all 
carriers that have applied for such accelerated writeoffs have gotten 
such certification. 

Mr. Yates. And are the benefits that accrue from accelerated write- 
offs reflected in their income and does the Board ever consider the 





817 


possibility that the benefit accruing to the carriers as a result of 
obtaining an accelerated writeoff should be reflected in an appropriate 
reduction in rates? 

Mr. Rorn. There is a complete distinction made by the Board 
between awarding of a subsidy——— 

Mr. Tuomas. Answer his question first. Your answer is bound to 
be “No.” 

Mr. Rorn. No; my answer is that in the case of subsidy, the Board 
has made one determination- 

Mr. Yates. I am talking about operating rates; I am not talking 
about fixing subsidy rates. 

Mr. Muuuican. You are talking about fares. 

Mr. Yates. Yes. 

Mr. Roru. As far as fares are concerned, I think the Board, by 
its action in that connection is doing exactly what all other, or virtually 
all other, regulatory bodies are doing, namely, they are recognizing 
the accrual under the accelerated tax certificates as part of the income- 
tax liability of the carriers. In other words, we are doing the same 
as the Federal Power Commission and most of the State commissions 
in measuring earnings of the airlines as far as the regulation of pas- 
senger and freight rates are concerned. But for the purpose of regu- 
lating the subsidy rates, the Board has an entirely different polic: y; 
although, there again, there are two different views within the Board. 

Mr. Gurney. I am glad Mr. Roth has answered you as completely 
as he has. First, he said “Over a period of years.” It is very necessary 
that we not look just at 1 year. It is just as necessary that we look 
not just at one carrier. 

Mr. Yates. The point of my questioning was that the Board should 
act in accordance with the legal and well-established bases for estab- 
lishing rates, in accordance with standard public utility regulation 
practices. 

Mr. Gurney. I was coming to that. We must look at all the carriers. 
And, by the way, the 14 percent, I think, of the American for a year 
was not the highest rate of return. I think there were returns that 
were higher. 

Mr. Yates. I just used American as an illustration because of the 
newspaper story I saw. I assume there are other carriers that are 
enjoying a higher rate of return. 





DETERMINATION OF FAIR RATE OF RETURN FOR AIR COACH SERVICE 


Mr. Gurney. That is one of the better carriers and it is in the top 
earning bracket; but then there are lots of others. 

Let me say it is my feeling that se gr we are at the point now 
where all of the carriers must earn—I do not know for sure but, at 
the moment we do have a policy—at least, I have a policy; [ am not 
going to talk for the other members of the Board—that the ‘nighttime 
coach ‘ate, in order to get better utilization of the airplanes and keep 
them running and returning a profit to the carriers, should be around 4 
cents a mile. And I believe in the daytime the National Airlines and 
the Eastern Air Lines rate is already 4 cents, New York to Florida. 

Mr. Yates. May I interrupt to ask how do you figure it ought to 
be 4 cents? Are you basing that on the theory of a fair rate base 
and a fair rate of return, or on just a guess? 
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Mr. Gurney. No, not a guess. 

Mr. Yates. How do you arrive at 4 cents? 

Mr. Gurney. You have to look at the passenger scene, the rate of 
return over a 5-year period, or maybe a 10-year period, and you may 
come to some conclusion on the rate of return. 

Mr. Yates. Has the Board ever done that ? 

Mr. Gurney. Oh, yes. 

Mr. Yares. Has the Board ever formally taken any kind of step 
to approve the rate base of the carriers and established a fair rate of 
return to the carriers? 

Mr. Gurney. I think we do that every time a rate is filed and in 
accepting or disapproving we take that action. Rates are filed almost 
every day—21,000 of them were last year—different rates between dif- 
ferent point. For so many miles they go this way, or that way [indi- 

‘ating | in the construction of the rate ‘and we approve or disapprov e 
those rates as they are put in. And as new coach rates go into effect, 
as the carriers take in new towns, they file new rates that they are 
going to charge over that route, and the Board takes action on the 

rates filed. 

Mr. Yates. Does the Board have any jurisdiction at all over rates 
charged in international travel ? 

Mr. Gurney. Only by approval or disapproval of the agreements. 
The domestic rate, which may change a little, for a coach trip in the 
daytime is 4.5 cents, and the standard first-class fare is around 6 cents.. 
I believe it will average out that it will be a little under 6 cents. 
I am not quite sure. I think it is around 5.76, or something like that. 

We have this basic understanding in principle, each member of the 
Board thus far, and then we look at these monthly reports and annual 
reports and see how the airlines are getting along; whether they are 
getting along well enough to buy new equipment that the law says, 
that Congress and the “Government say they would like to have: 
whether they are ina position to sell stock to buy new airplanes and 
equip themselves as they have done recently to the tune of over $1 bil- 
lion; are they in a position to spend that; what are they paying for 
money at the bank and for selling stock. 

Mr. Yares. In other words, the return must be sufficient to attract 
capital, as well as to provide a sufficient return to the owners of the 
airline? 

Mr. Gurney. That is right. Also, the fares charged must not be 
so exorbitant that people will not buy. 

Mr. Yates. But this is not the test, really, is it? 

Mr. Gurney. No; but it is one of the factors. It is one of the 
factors and a big factor. If the fair was 12 cents a mile, of course: 
people would not fly. 

Mr. Yates. But as I understand the law and what the Civil Aero- 
nautics Board is supposed to do, ratemaking is not determined by the 
number of passengers they carry. 


PASSENGER REVENUE AS A FACTOR IN REDUCTION OF AIRMAIL TRANSPORTATION COSTS 


Mr. Gurney. Yes. Because, if people did not fly, we would be pay- 
ing $2 a ton-mile to carry the mail. It is the carrying of passengers 
that has got the cost down to the post office so that the big airlines. 
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are only getting 2 or 3 percent of their total revenues from the carry- 
ing of the mail. So we have to look at the whole picture and, as I 
say, you have to look not at one year, but a series of years and analyze 
the whole period. I agree with you they have been getting along fine 
in the last few years and the picture is rosy at the moment. 

Mr. Yates. I agree they are getting along fine; I think they should. 
I think they are in an excellent position and I want to see the airlines 
prosper. The fact remains that the public must be protected. When 
the Congress established this Board and gave it authority to protect 
the carriers against uncertificated competition it intended that the 
rates charged should not be exorbitant. This Board is supposed to 
protect the public against excessive fares. I am not convinced it is 
doing so. One thing is certain, and that is that the purposes of the 
Regulatory Act are being completely negated if the carriers are per- 
mitted to ‘charge whatever they want to and they are nevertheless 
protected against competition from carriers willing to charge sub- 
stantially lower rates. 


RETENTION OF PROFITS FROM SALES OF EQUIPMENT 


With respect to the fixing of subsidies, are the subsidized carriers 
allowed to retain profits from equipment they sell? In the sale of 
equipment, is that amount granted as a subsidy ? ¢ 

Mr. Riziry. No, sir. 

Mr. Yates. There is a deduction for that? 

Mr. Mutnigan. Yes, sir. 


JSURISDICTION OF CAB OVER COMPLAINTS OF PUBLIC CONCERNING TRAVEL 
DELAYS 


Mr. Yates. I have a letter here from a constituent and good friend 
of mine, Mr. Kellogg Fairbank, written on April 10, addressed to 
Capt. E. V. Rickenbacker, chairman, Eastern Air Lines, New York 
City, which reads: 


APRIL 10, 1956. 
Capt. E. V. RicKENBACKER, 
Chairman, Eastern Air Lines, New York 26, N. Y. 

DEAR CAPTAIN RICKENBACKER: I should like to complain, as strongly as possi- 
hle, concerning treatment of my 16-year-old daughter, Laura Fairbank, by 
Eastern Air Lines representatives in Philadelphia on March 21, 1956. 

My daughter, together with three other schoolmates, held confirmed tickets on 
Nastern Air Lines No. 641 Philadelphia to Miami, departing at 10 a. m. They 
arrived at your airport office one-half hour prior to scheduled departure, and 
were told that they could not board the plane, as standbys had been admitted. 
Instead, transportation was arranged for them on National 127, departing Phil- 
adelphia at 11 p. m. and arriving in Miami at 2:45 a. m. Certain insinuations 
that the standbys had been liberal with bribes to Eastern Air Lines people filtered 
back to me here in Chicago. 

Laura’s flight was timed to bring her into Miami to join my wife and two 
other daughters arriving from Chicago, and a son who was arriving from Boston. 
They were then to proceed to Nassau on the BOAC plane leaving at 5 p.m. The 
cause of this complaint prevented execution of this plan, causing not only great 
inconvenience to my family, but to the friends who came from some distance to 
meet us in Nassau to take us to their island. 

I don’t know, Captain Rickenbacker, whether or not you have a daughter or 
granddaughter in her middle teens. Personally I feel that it was outrageous on 
the part of your airline to deny passage, which you had sold and which had been 
confirmed. I further feel that it was especially outrageous to do so to a young 
zirl, who because of your line’s malfeasance, was dumped in a strange city at 
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2:45a.m. I do not feel that the placing of limousines at her disposal and paying 
her overnight hotel expense near the Miami Airport absolves Eastern from one 
iota of blame. 

The enjoyable trip which five Fairbanks had on April 4 from Miami to Chicago, 
Flight 104, serves to illustrate to us that your flights can be a comfortable pleas- 
ure, but Eastern’s misdoings relative to Laura will cause me henceforth to per- 
sonally boycott that airline and to tell the story to any of my traveling friends 
who might be tempted to take it. 

I am sending copies of this letter to Miss Romamond Cross, of the Baldwin 
School, which Laura and the three other girls attend, to the Interstate Commerce 
Commission, to my Congressman, and to Holiday Travel, Inc., in Chicago, which 
booked the flights for me, so that they may be informed as to the occasional 
quality of your service. 

Sincerely yours, 
KELLOGG FAIRBANK. 

I would like to ask, Mr. Chairman—Mr. Rizley—whether the CAB 
has jurisdiction over complaints of this kind. 

Mr. Rizitry. They do. 

Mr. Yates. What do you do with this type of case? Iam sure this 
is not the only ease of this type. you have had. 

Mr. Munuican. Yes; we receive a considerable flow of such com- 
plaints. They are referred to our Office of Compliance. They are 
run down in every instance. 

Mr. Yares. May I refer this letter to you for investigation and 
report 2 


Mr. Mutuican. Yes, sir. 
RETENTION OF PROFITS FROM SALES OF EQUIPMENT 


Mr. Rizixy. Let me correct the record on one thing in the answer 
made a moment ago. I think your question was, Can the carrier retain 
the profits from sales of equipment? Did not you ask that question ? 

Mr. Yates. Yes. 

Mr. Riziry. Well, they can providing they are on a final rate. 

Mr. Yates. I asked whether it would be reflected in the subsidy and 
the answer given me was: They are not entitled to have this computed 
in the returns of the carrier. 

Mr. Muuuican. There is a bill pending—what Mr. Rizley points out 
quite correctly is that if a carrier is on a final rate, and there is a capital 
gain, there is at the present time no way of rec apturing it. What actu- 
ally prompted, possibly, this pending legislation was the recovery by 
the Board of several million dollars in the case of Pan-Am, while it 

was on an open rate. 


EFFORTS TOWARD ELIMINATION OF SUBSIDIES 


Mr. Fioop. As you know, I have been sitting on the Defense Sub- 
committee that has spent the last 2 days conducting a special hearing 
on the Military Air Transport Service which has become sort of not 
a Frankenstein, because it is doing a job, but sort of a Gargantua. 
They are spending a billion dollars in that operation and since this 
committee has seen fit to try and remove these airline subsidies as 
much as they reasonably can—I think that is the Board’s position, as 
far as it can within reason—I want to try to find out what subsidy 
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are we trying to build up—MATS, the Civil Airlines, or what. I 
guess they both need some kind of help, but I want to see how far we 
should go. 

I wrote you a letter and you replied very courteously. It was not 
my purpose to quarrel with CAB, but I was concerned on this question 
of subsidy with the manner in which you were submitting your request 
on the : appropriation basis. It came out in the course of the MATS 
investigation and now we are still having this billion-dollar operation 
In MATS and I still find here your request for 1957 for over $34 
million for subsidy again. So I am between the devil and the deep 
blue sea. 

Mr. Rooney. They expect to pay out $46 million plus in subsidy, 

Mr. Fioop. I know; but I imagine that would be held over from un- 
expended prior appropriated funds for that purpose, whatever the 
difference would be. What would the difference be ? 

Mr. Rizitey. Between $34 million and $46 million, I believe. 

Mr. Rooney. At the end of June 30, it will be $14 million plus un 
expended. 

Mr. Mvtuiean. That is right. We do not expect to spend that and 
actually, Congressman Rooney, in 1957 the expenditure figure is $34 
million; because off the $46 million will come those recovery items 
Chairman Rizley mentioned in his statement, totaling $12 million. 

Mr. Froop. As you know, when this particular operation was before 
the State, Justice, and Commerce Committee, before this present 
subcommittee was ’ created, I know Mr. Rooney and I were always 
trying to find out about this subsidy rate, and it was like trying to 
he ndle quicksilver; but that is the nature of the beast, I guess. Now 
part of this I tried to develop in the MATS hearing. Of course, in 
that case you have a different figure; but in this budget request for 
1957 there is an estimate of over $46 million. That would be an in- 
crease of what—$2 million over last year ? 

Mr. MuLuicaANn. Yes, sir; on an accrual basis. 

Mr. Frioop. Then your airline CAB return on an accrual basis would 
be for 1956, estimated, $43,237,000 and, for 1957, estimated, $46,486,- 
000 ? 

Mr. Riziry. Yes, sir. 

Mr. Fioop. But in effect any recipient airline that gets a piece of 
it, it amounts to a subsidy and I do not want a subsidy paid both 
ways. I do not want the civil airlines and MATS both; as far as 
I am concerned, I want MATS cut in half and given to the civil 
people and, if we can do that, we can cut out subsidies. But it looks 
like I am getting clipped both ways. 

Mr. Mouuiican. One of the very significant factors that has tended 
to reduce subsidy, at least if we compare 1954 with 1956 or 1957, has 
been a shift from MATS to commercial carriers of military mail. 
This has had the effect of producing additional revenue to the com- 
mercial carriers of approximately $11 million. 

Mr. Fioop. But the only benefit here, when we got them to do that, 
they outsmarted us and now the Post Office people c an only give mail 
to the certificated mail carriers, which are a couple of the big fellows, 
and they are back to 57.5 cents and there are a million other people 
that will haul it for half of that. So we are still stuck, and the fact 
is I do not seem to be successful in saving any money. As I said 





before, I am cutting 6 inches off the bottom of the blanket and sewing 
it onto the top simply because the blanket is not long enough. I am 
trying to work at least on that part of the transport. Cert ainly I 
think there has been a very definite effort in dollar savings, or elimi- 
nating subsidies thus far, and I think this committee has done a good 
deal about that. 

Mr. Mitier. Will you yield at that point? 

Mr. Fioop. Yes. 


CONSIDERATION OF EFFECT ON SUBSIDIES IN GRANTING CERTIFICATES 


Mr. Miuier. One of the questions I wanted to ask the Board is 
whether or not, in deciding about certification, it thinks about the 
impact on subsidy. Apparently, from some of the decisions that have 
been called to my attention, there appears to be a disregard of that. 
You think about the traveling public; you think about the equities 
between the various airlines; but, in close decisions, it seems that the 
ultimate person that pays the bill is the general taxpayer. And it 
seems to me that that ought to be taken into consideration. 

For instance, there was just a little case that was called to my atten- 
tion some time ago out on the west coast. I think your Board had a 
2-2 split on it. It was the case of the Southern Airways Co. You 
gave them a permanent certificate, but you also permitted the United 
Airlines, which is a highly profitable concern, to come in and, as a 
result of permitting that competition, it will probably add half a 
million dollars to the subsidy that will be required to keep the little 
fellow going. 

Now at the other end of the scale, just recently your examiner—and 
this has to do with a big fellow, Pan American, and it has been some- 
thing of a whipping boy; I have no interest in Pan American, any 
more than in any other carrier—one of your decisions will prevent it 
from reducing the subsidy requirement by about $8.5 million, accord- 
ing to what it would appear. And that isa matter that is of particular 
interest in my State for other reasons than that; because part of that 
proposition involved the very desirable use for public convenience in 
Maryland of Friendship Airport. But apparently, in making your 
decisions, you think nothing about what is going to happen to the 
general taxpayers if a particular certification is rejected or granted. 
That is the thing that concerns me. 

This committee is primarily interested in saving money for the 
Government and if by promoting reasonable certifications you can 

reduce the subsidy requirement, it seems to me that it should be an 
essential element to think about in deciding these cases. 

Mr. Froop. What airline was that ? 

Mr. Mitrer. On both cases I spoke of, but the larger amount and 
the one of concern in Maryland is Pan American which I have been 
told can reduce the subsidy currently paid by about $8.5 million if 
they are permitted to do it, and it would not hurt any body. 

Mr. Fioop. What I am talking about is MATS. Last year I heard 
Pan American was getting $10 million or $12 million subsidy. That 
is my 6 inches off the blanket again. You are paying them two ways. 
In other words, your idea is this: I have just heard now they want a 
line to Miami, and if they could certificate that line, then they could 
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make enough money, I hope, so that we do not have to pay them any 
subsidy. Isthat it? 

Mr. Miturr. They could reduce the subsidy by $8.5 million. 

Mr. Froop. Is that true—if they make any money ? 

Mr. Rizixy. That is what they say. 

Mr. Fioop. Are the other lines subsidized ? 

Mr. Riziry. No. Eastern is off of subsidy; National is off 
subsidy. 

Mr. Frioop. Off of subsidy ? 

Mr. Riziry. Yes. 

Mr. Tuomas. All of the big companies are. 

Mr. Fioop. Who gets the subsidy—Pan-American? How much do 
they get ? 

Mr. Riziry. It is set out here. 

Mr. Roru. $9,877,000 in the estimates for 1957. 

Mr. Froop. What was it last year? 

Mr. Moutuiean. Last year it was roughly $8,572,000. 

Mr. Preston. Mr. Adams, I believe you wanted to say something. 

Mr. Apams. We are t talking about two cases. One of them, you are 
correct, is a decided case, the W est Coast case; but the second matter 
is only ‘at the st: age of an examiner’s report to the Board; the Florida 
decision is only in the position now 0 having been submitted to the 
Board by reason of the examiner’s report. 

Mr. Mitter. It has not been finally determined. 

Mr. Apams. No. 

Mr. Mitxer. I recognize the distinction. 


DESIRABILITY OF TRANSFERRING TRAFFIC FROM MILITARY AIR TRANSPORTA- 
TION SERVICE TO COMMERCIAL AIRLINES 


Mr. Fioop. As I understand Mr. Miller, if he is talking about the 
same thing I am talking about, I am for whatever he wants to do. 
But what I am trying to do is to cut some of this business out of the 
Defense Department. for MATS and if the commercial people can 
come in and take that, then I can cut out subsidy on this committee. 
But unfortunately I am on both committees at the same time. As far 
as [ am concerned, I do not care what airline makes money, and if you 
are talking about Pan-American and they make $9 million subsidy 
and if those fellows can work out a way to give us $9 million and cut 
out the subsidy, I am for that. 

Mr. Mitirr. That is the point. I think we ought to try to keep the 
subsidies down when we can. 

Mr. Fioop. I am for that, if it w ill make you feel any better. 

Mr. Mitier. Whether it is MATS, Pan-American or any body else, 
or just a little line out in the Far W est. 

Mr. Frioop. I agree with you; I am for it. Can I help you? 

Now I have this GAO report and I find this language: 

We believe it is important that Congress recommend that the Department of 
Defense transfer, wherever possible, all traffic from MATS to commercial air- 
lines (a) to achieve a significant reduction in subsidies and (b) to increase the 
reservoir of civil aircraft. 

I spent 2 days with the MATS people before the Defense Committee 
on this very thing, although I did not get this GAO report until they 
gave it to me last night. But what is the position of CAB on that? 





824 


Mr. Riztey. The position is we agree 100 percent. We are for just 
exactly what GAO says there and we have been trying our dead level 
best to do that very thing—trying to get more of this traffic off of 
MATS and get it on commercial airlines so that we could reduce the 
subsidy. 

Mr. Fioop. I do not want to dig up that old chestnut again. I sat 
through that last year. That is good; I am for it. But you can save 
money too by letting somebody else do it. Who are the two big airlines 
doing that?” Last year the Post Office could only give this mail over- 
seas to a certificated airline. 

Mr. Roru. The two carriers on the Pacific are Northwest and. Pan 
American, and on the Atlantic the two carriers are Pan American 
and Trans-World Airlines. 

Mr. Fioop. It goes on, but I am not going to take the time now. 
They are carrying it for 57 cents and at the MATS hearing they told 
me yesterday there are a lot of other lines, and if there are a lot 
of other lines that want to do it and if they have enough money, I think 
it ought to be done. But that is not your problem; that is the Post 
Office Department’s problem. 

Mr. Rorn. The rate for the transportation of mail is set by the Civil 
Aeronautics Board. The Board has cut the rate on several occasions 
and the rate now paid to Northwest Airlines for military mail is ap- 
proximately 46 cents a ton-mile and actually Pan American gets an 
even lower rate. It may be the same rate, but they do not get paid for 
the full distance that they fly. 

Mr. Rooney. There is already inserted in the record of their hearing, 
the report of the General Acc ounting Office with regard to transferring 
some of MATS traffic to commercial airlines in order to reduce the 
subsidy. 

Mr. Froop. I just want to make sure it is the same statement, which 
it must be in order to answer what I am talking about—the GAO 
report on page 1, and they give me the other pages as 29 and 30, where 
the quotation is this: “It is important that the Congress direct the 
Department of Defense,” and so forth. Is that what you are talking 
about ¢ 

Mr. Rooney. Yes. 

Mr. Fioop. Well that takes care of the MATS end of it; but it 
raises this question in connection with an entirely different matter, that 
is the mail thing coming into it through the back door. I was thinking 
about passenger dependents of the Army, what happened when we 
transported Army dependents by commercial airlines, and now the 
Air Force is doing it. I was only concerned about cargo and pas- 
sengers, and more particularly about the mail. 

Mr. Rorn. The transatlantic service mail rate is 53.5 cents. 

Mr. Fioop. I am not concerned about the figure, because we are not 
talking about the mail problem this morning. 

Mr. Presron. Do you have some further questions, Mr. Flood ? 

Mr. Fioop. Yes, 1 want to see if I have finished with this MATS 
problem. 

Mr. Preston. Well, we have before us an appropriation request and 
I prefer that we deal with this appropriation request instead of 

Mr. Frioop. I am talking about the reduction of subsidies and the 
amount of subsidies that have been requested, and the fact this com- 
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mittee reduced them nearly $35 million last year. I believe that is 
true, is it not? 

Mr. Preston. Yes; we went into all that. 

Mr. Fioop. And the amount in this year’s budget request for money 
for subsidies? That is the only thing I am talking about. 

( Discussion off the record.) 


ALLOWANCES UNDER SUBSIDIES FOR PAYMENT OF TAXES 


Mr. Rooney. Would you please furnish the committee with a state- 
ment as to how much of the airline subsidies which you fire requesting 
us to appropriate would be given as an allowance for payment of 
Federal income taxes, as well as a statement of how much in the 1955 
fiscal year was allowed under subsidies for the payment of the Federal 
income tax and would you also advise us for the record as to what air- 
lines and in what amounts such taxes have been paid and are proposed 
to be paid in the coming year ? 

Mr. Riztey. We will be very glad to furnish that information. 

(The information requested may be found in the appendix, p. 1011.) 

Mr. Fioop. In that connection, I think the record should be very 
clear, since I have to vote for these things, that 1 do not recognize 
that I have any obligation to vote for a subsidy, or that anybody else 
does; that if the Congress sees fit to appropriate money, then I sup- 
pose those monies could be used for proper purposes which would 
include the payment of income taxes. But, as a matter of law, there 
is certainly no obligation to do any such thing; it is a matter of grace 
and not a matter of right on anybody’s part. There is a very ‘clear 
distinction there. I thought I made that point last year, but I guess 
I did not. 

(Discussion off the record. ) 


OUTLOOK FOR DISCONTINUANCE OF SUBSIDIES 


Mr. Foon. Is there any indication in your judgment, the judgment 
of you members of the Board, that this infant industry is lusty 
enough or on the threshold of so being that we can eliminate these 
subsidies? How loug is this awful thing going to continue? Do you 
want to give an educated guess ? 

Mr. Rizitey. Not an educated guess. 

Mr. Fioop. I mean has Peter Pan grown up? 

Mr. Riztey. I think we would be very happy to believe that the 
time is near at hand when the trunk lines will be off of subsidy entirely. 
I think so far as the local service airlines are concerned, of which we 
certificated 14 last year, that it is quite some time in the distance before 
we can hope that all of them will be off of subsidy. 

Mr. Frioop. That may be. What about the international / 

Mr. Riztzy. Yes; I would think for them the time is not too far 
off. We are very hopeful that the time is not too far away when the 
international airlines can be off subsidy. 

Mr. Fioop. Now you raise a question that it may be some time be- 
for the domestic lines may be off. Can you reverse the field. How 
do you distribute the funds? Is the day coming when you will distrib- 





ute them in inverse ratio to the importance of those fellows? Are you 
going to give the little fellows a piece of those first? I do not like 
the trickle-down theory. 

Mr. Rrztey. We are obliged under the law, as far as the local serv- 
ice airlines are concerned 

Mr. Fioop. I know what you are obliged to do, but there are so 
many Government depar tments that are supposed to do certain things 
that they do not do, especially the Department of Defense. I hope 
you are an exception. 

Mr. Riztey. We think we are. We think we are prorating this 
subsidy thus far in. the manner Congress intended and in the man- 
ner in which it must be extended under the law. Now, as you well 
understand, these local airlines, many of them, are somewhat in their 
infancy and the reason I cannot give you a very definite figure in 
months or years as to when we expect the local airlines to be off sub- 
sidy is because of that. 

Mr. Froop. Is this the first year you have sent this to us on an 
accrual basis, as well as an expenditure basis in your request for 
subsidy ? 

Mr. Muuiican. No; that has been done each year. This document 
which was just distributed will show you the breakdown of the total 
by groups of carriers; domestic trunkline carriers, local service car- 
riers, and so on down. 


PROSPERITY OF COMMERCIAL AIRLINE INDUSTRY 


Mr. Foon. I saw a story in the Post within the last couple of weeks 
in which there was a byline story on the financial page in which they 


said generally that inn year was the best year in the history of the 
American airlines. I do not mean companies, but generally the 
United States airline industry. Is that generally so? 

Mr. Riztry. That is correct. 

Mr. Fioop. I asked that question again last year. So, for 2 years 
at least, that has been pretty generally so for 2 years in succession ? 

Mr. Rizitry. That is right. 

Mr. Froop. I have no objection; I hope it is so next year, but that 
goes to the basis for this committee's action on this subsidy problem in 
time. There was a time when we could not get those answers. 

Mr. Riziey. Of course speaking now individually and not for the 
Board, I think I said this morning and take the chance of repeating 
again that I think the time has arrived when C ongress should take a 
new look itself and a new appraisal of the laws on the statute books 
put on there in 1938 with reference to the whole subsidy question. 

Mr. Froop. I am glad to hear you say that; that 1s a very sound 
statement. 

On the question of the prosperity of the airline industry, do not you 
think that whoever started this reduction in the price of tickets, or 
coach operations, or anything like that—do not you think the reduction 
in the price of tickets, making tickets cheaper, invites greater traffic 
and generates more business and, hence, more profits and, hence, would 
produce this condition of prosperity and add materi ally to the lessen- 
ing of this necessity for subsidy? Is not that sequence of events 
logical? 





Mr. Riziey. As an individual member of the Board, I could not 
agree with you more completely. 

“Mr. Froop. I guess you have to buy your own ticket, too, when you 
fly sometimes and, if it is cheaper, everybody is happier, including 
eliminating of the subsidy. 

Mr. Riziey. That is right. 

Mr. Fxioop. I think that is all; thank you. 


REQUESTED INCREASE FOR RATE AND ROUTE CASES AND FIELD AUDITS 


Mr. Horan. I notice you have made quite a bit of progress in the 
rate and route cases and field audits and are asking for an increase. 
Will that tend to keep you more current on those matters? 

Mr. Riziry. Yes. 

Mr. Horan. Will it be an appreciable aid ? 

Mr. Rizixy. Yes. 


CONSIDERATION OF EFFECT ON SUBSIDIES IN ADJUDICATION OF CERTIFICATE 
APPLICATIONS 


Mr. Mitier. I would like to get from you gentlemen an answer to 
the question I interposed when Mr. Flood yielded to me, as to whether 
or not in evaluating your decisions on these complicated issues between 

carriers and the public, and whatnot, one of the factors you bear in 
vilind 4 is what will be the effect on the overall picture with respect. to 
subsidies which, in turn, come out of the whole public ? 

Mr. Riziry. Yes, sir. That is one of the principal factors we take 
into consideration. And I think the decisions of the Board during 
this last year and previous years will bear out that statement. You 

raised the particular question as to two of our cases. 

Mr. Miter. I mentioned 2, 1 on the west coast, just a little one, and 
1 on the east coast, which is a big one; but they both seem to have 
been, at the moment at least, decided against the Public Treasury. 
That is what I was concerned about. 


EXTENSION OF OPERATIONS OF SOUTHWEST AIRLINES 


Mr. Rizitey. Of course that is one point of view. I happen to be 
one who believes to the contrary. In the Southwest case you are 
talking about—and there was a divided opinion of the Board with 
reference to that case—the Southwest Airline is a local airline that 
operates out in that section of the country. We extended its opera- 
tions considerably. Several years ago, when the Southwest was put 
in, there were 3 or 4 cities on the west coast which United was serv- 
ing—Santa Barbara and Monterey are two important cities—and 
the Board in a proceeding, long before I was down there, on a 
temporary basis, suspended United's operations to Santa Barbara, 
Monterey, and Eureka. This year, when we had the case up, due 
to what I and what a majority of the Board believed, from the testi- 
mony taken by the hearing examiner and after listening and carefully 
considering the testimony and the oral arguments, we were convinced 
that it was in the public interest to reinstate United as to two of those 
places. In my opinion, the character of the traffic demanded the 
kind of service that a line like United would give, as against the 
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local airline. There was quite a bit of publicity about that. You 
talk about the amount of subsidy that increased. No one knows and 
no one can say, as of today, whether we incr eased the subsidy of the 
Southwest Airlines by putting those two cities in for United. South- 
west still serves them; but, whether by letting United go in there 
and also serve them, subsidy will increase, no man can say now. They 
have made some comments about filing a petition for a rehearing and 
if they file a petition for a rehearing, it will be a matter of a few 
weeks 

Mr, Miter. Certainly you understand I would not attempt to 
criticize your Board for any decisions made in a full knowledge of the 
facts and certainly I am not ina position to criticize you on any deci- 
sion; but is it not a fact that in that particular case, assuming you have 
a little company that is on a subsidy and have another larger company 
that is paying substantial dividends to its stockholders, that to the 
extent you require the little company to continue on a subsidy, great 
or small, you are taking money out of the general treasury and paying 
it to the stockholders of the larger company, provided they are not in 
the subsidy bracket? Now the only concern I have is not to criticize 
an individual decision, but to nake sure that the overall public interest 
is given full weight in any case where you might say it 1s a borderline 

case and that should be an important, if not ‘controlling factor. 

Mr. Rizxiry. It is certainly an important question which we consider 

carefully. But in this case we inquired into the character of the 
traffic, and there was a tremendous increase especially in Santa Bar- 
Hara and Monterey. 

Mr. Mitter. If you follow me, I am just saying if you cannot hurt 
seriously the fair play between carriers, or injure the overall public 
service, it certainly seems to me it is incumbent upon you to think about 
reducing subsidy. And when we get to the larger case, which was 
called to my attention because of the extreme need of service which 
Pan American was willing to give in my home State, as I understand 
one of the factors in that case—and I am advised it has not been finally 
determined-—it seems to me if we can save the taxpayer $8.5 million, 
or whatever it is, if those facts prove to be true, that ought to be a very 
important thing in determining what should be done. 








DELTA-PAN AMERICAN ROUTE CASE 


Mr. Riziry. I am for making all possible savings. I think my rec- 
ord in Congress and my rec ord on this Board are such that it is clear 
I am for effectuating savings everywhere possible and in the public 
interest. In the last case you talk about, Pan American, I assume you 
have reference to the New York-Miami case. 

Mr. Mitter. That is right. 

Mr. Rizitey. You realize that there is only an examiner’s recom- 
mendation filed in that case and the Board may or may not follow the 
examiner’s opinion ? 

Mr. Rooney. How soon can we find out what the examiner’s opinion 
was? 

Mr. Rizixy. It just came out. 

Mr. Rooney. Is it secret at this time? 

Mr. Rizixy. No; it is a public document that anybody can see. 
Mr. Rooney. What does it provide? 
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Mr. Rizitey. What he did was to recommend that Delta Air Lines 
be certificated as a new carrier over the route. Pan Am, I do not 
blame them for doing so, took the position that if they were given 
the route there would be a substantial sav ing in subsidy. As a matter 
of fact, the Board will look into it very carefully. I won’t be on 
the Board when the case comes up but the Board will consider the 
final briefs and final arguments before any final determination. 

I don’t believe this or any other committee, even if the Board had 
a minds made up already, which I am sure they have not, would 
want to go into what is going to be decided in a case. 

Mr. Miter. Certainly not. But I think this committee is entitled 
to know if one of the factors that will be given consideration on the 
part of the Board, in any opinion that the Board m: Ly pass, will be 
the question of trying to reduce the subsidy burden, if it is at all 
possible to do it without seriously doing an injustice in some other 
field. 

Mr. Rizixy. Speaking for myself and all of the other members of 
the Board, I am sure it will. 

Mr. Horan. Do I understand the decision you mentioned between 
Delta and Pan Am is purely tentative; that it is being studied? 

Mr. Riztry. When we have one of these route cases, a hearing ex- 
aminer takes all of the testimony. In this case he took the testimony 
all summer and only quite recently came forth with his recommenda- 
tions which, of course, are entitled to proper weight; but the Board 
does not at all times follow the examiner’s rec ommendations and opin- 
ions in these cases. 

Mr. Roonry. And is not bound to? 

Mr. Riztxy. No; we are not bound to. 

Mr. Muter. This is my only question—I am not trying to tell you 
what you ought to do— 

Mr. Riziey. I understand. 

Mr. Mittrr. But I do feel that overall public interest is something 
that should be very properly weighed in any decision you might 
hand down. 

Mr. Riztry. I agree with you, and that is the opinion of the other 
members of the Board. 


EXCESS ALLOWANCES FOR TAXES OVER ACTUAL TAX PAYMENTS 


Mr. Rooney. In the past there have been instances where in com- 
puting the subsidy the Board has allowed an amount for income taxes 
of these companies which, as it later turned out, was an amount in 
excess of the amount actually paid by them to the Collector of Internal 
Revenue for such income taxes. Is that correct ? 

Mr. Rorn. Since some time in 1950, the Board-——— 

Mr. Rooney. Let us stay with the question, first; then we will start 
from there. Iam assuming in the question that you will say “No”; but 
I think your answer is going to be “Yes. 

Mr. Ror. If you go back at least 6 years, the answer is “Yes”; but 
if you stick to the last 6 years the answer is “No.” 

Mr. Rooney. Now in the last 6 years have there been any increases 
where the Board has allowed an amount for income taxes where that 
amount exceeded the amount paid into the Federal Treasury ? 
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Mr. Rorn. I would say in the last 6 years, where the Board sets a 
future rate, I doubt there has been a single instance in which the actual 
tax ultimately paid a year later was not either greater than that al- 
lowed, or less than that allowed; because the actual profit will never 
be exactly what we forecast to the last penny, and what the tax liability 
is going to be. 

Mr. Rooney. If I understand your answer, without embellishing 
it, you say there have been instances where the amount allowed by the 
Board in reaching the subsidy has been different from the amount paid 
into the Treasury. Is that what you say? 

Mr. Rorn. In every instance; yes, sir. 

Mr. Rooney. Now have there been any instances where you have 
failed to recover or to charge off the difference between the amount you 
allowed and the amount actually paid to the Collector of Internal Rev- 
enue in the past 6 years ¢ 

Mr. Rorn. There is no way for the Board either to recover the extra 
tax, the amount of the tax that the carrier saved by having a lesser 
profit ; nor for the carrier on the final rate to have the Gover nment pay 
any extra tax lability he might actually incur as his profit goes up. 
And I would urge the committee to consider the finding of G AO on 
this particular point in their report regarding CAB, in which they 
have endorsed the procedures of the Board on income-tax allowances. 


TAX WINDFALL DURING RECENT YEARS 


Mr. Roonry. I will ask you this very direct question so as to get a 
direct answer. Has there been any instance where there has been a tax 
windfall as a result of this system which has accrued to the carrier and 
not recovered by the Government ? 

Mr. Rorn. In my opinion, in the last 6 years, there has not been one 
penny of tax windfall toa single air carrier, 


SALARIES AND EXPENSES 


Program and financing 





1955 actual | 1956 estimate | 1957 estimate 





Program by activities: | | | 
. Economic regulation : aed : $1,938,412 | $2,376, 500 | $2, 590, 000 
Safety regulation é 5 327, 429 | 351, 000 352, 000 
. Accident investigation and analysis- - 655, 975 | 664, 000 701, 000 
. Legal staff activities . 5 walle 244,113 294, 000 | 325, 000 
5. Executive direction ‘ ‘ soot 269, O11 289, 000 | 289, 000 
6. Administration and serv ice activities_ 395, 328 | 421, 000 | 443, 000 





Total obligations. --.. ‘ ceiee deeded 3, 830, 268 4, 395, 500 
Financing: | | 
Unobligated balance no longer available___..........-__.- 8, 332 


Appropriation | 3, 838, 600 4, 125, 000 | 
Proposed suppleme ntal due to pay increases...-....--|...-.-.- ----e| 270, 500 
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Obligations by objects 


Object classification 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 


Total personal services 
Travel a 
‘Transportation of things 
Communication services ___-. 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities 
Taxes and assessments. _- 


Total obligations...........- 


1955 actual 


559 

2 
537 
528 


$6, 502 
GS-8.8 


3, 353, 191 
15, 840 


13, 170 | 


12, 965 


3, 395, 166 
147, 122 
8, 824 
65, 160 
25, 035 
41, 673 
64, 990 
17, 417 
35, 878 
15, 339 
80 

3, 584 


3, 830, 268 


1956 estimate 
617 
588 


600 


$6, 485 
GS-8.8 


3, 845, 310 | 


15, 385 
10, 705 


3, 871, 400 
179, 500 
10, 700 
70, 000 
31, 800 
66, 700 
6Y, SOO 
18, 700 
39, 500 
33, 000 
500 

3, 900 


4, 395, 500 


Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation = 
Proposed supplemental due to pay increases. - -- 
Obligated balance brought forward_.- a 
Increase in prior year obligations 


Total budget authorizations available 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations 
Out of anticipated supplemental appropriation 
Out of prior authorizations ' ; 


Total expenditures 
Balance no longer available: 
Unobligated (expiring for obligation) 
SE. GeuKenehs eee 
Obligated balance carried forward__- 


Total expenditures and balances. ---- 





1955 actual 


$3, 838, 600 | 


292, 358 
2, 939 


, 133, 897 


3, 486, 507 
204, 000 
780, 507 

8, 332 
916 


344, 142 


4, 133, 897 


SUMMARY JUSTIFICATION DATA 


1956 estimate 


$4, 125, 000 
270, 500 
344, 142 


, 739, 642 


3, 811, 858 
250, 000 
344, 142 


, 406, 000 


333, 642 
, 739, 642 


1957 estimate 


642 


623 


4, O87, 265 


10, 335 


4, 097, 600 
235, 500 
9, 200 
74, 600 
6, 100 
81, 900 
70, 500 
1¥, 000 
44, 300 
26, 800 
5OO 

4. 000 


4, 700, 000 


1957 estimate 


, 700, 000 


333, 642 


5, 033, 642 


, 342, 358 
20, 500 
313, 142 


, 676, 000 


357, 642 


5, 033, 642 


Mr. Preston. Now we will take up the item for “Salaries and ex- 
penses” found on page 46 of the committee print and page 13 of the 


justifications. 
point. 


(The matter above referred to is as follows :) 


75136—_56——53 


We will insert pages 13 and 14 in the record at this 





Appropriation, 1956 


Proposed supplemental due to pay increases_ - 


Total anticipated appropriations 
Deduct: 


Summary of requirements 


DUbe Scneccd. ---... $4, 125, 000 
P6iw asians — 270, 500 


Pay in excess of 52-week base in 1956 not recurring in 1957___- 


Base for 1957 
Net difference, 1957 over 1956: 


By activity 


Economic regulation 

Safety regulation 

Accident investigation and analysis 
Legal staff activities 

Executive direction 

Administration and service activities 


Gross requirements - 


Total estimate of appropriation, 1957_- 


Requirements eats 
—_— Difference, 
pepe iret | inerease 
1956 | 1957. | (1H orde- 
; | crease (— 
adjusted estimate | Cease —? 


$2, 368,075 | $2, 590, 000 +$221, 925 
349, 795 | 352, 000 +2, 205 
661, 400 | 701, 000 +39, 600 
292, 860 | 325, 000 +32, 140 


288, 325 | 289, 000 | +675 
419, 660 443, 000 +23, 340 


4, 380, 115 700, 000 +319, 885 


$4, 395, 500 


—15, 385 


4, 380, 115 


+319, 885 


4, 700, 000 
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ANALYSIS OF REQUESTED INCREASES BY ACTIVITIES 


Mr. Pre veo This request is in the amount of $4,700,000, an in- 
crease of $319,885. On page 13 we find the item broken down into 
about 6 activ ities, 

Mr. Rizley, will either you or someone you designate please speak 
to this increase that is shown on page 13% We want a justification 
for each of these increases as br ies as you can give it. 

Mr. Mvutuican. Of the amount shown for “economic regulation” 
$132,100 is the increase for annualization in connection with the 3 
programs that were approved by Congress for 1956—route cases, rate 
cases and the field audit activity. 

Under the activity “Safety regulation,” the increase is a minor ad- 
justing one. 

The $39,000 for accident investigation and analysis is to permit the 
recruitment of additional accident investigators to replace a number of 
men on the staff now who are at or near the retirement age. In a 
sense, it is a nonrecurring item in that when those men retire and 
are replaced, we do not anticipate any net increase in the staff in that 
area. 

The $32,000 shown for legal activities is made up of 2 things: First 
an annualization item of $18,800 to put on a full-year basis the in- 
crease in staff in that area to support the route and rate programs 
during 19% 56, and a small increase of $12,200 for 3 additional a. 

The $23,340 shown for administration and service activities is $5 ,000 
for veri Si and $17,000 for the purpose mentioned in the esti- 
mates, namely, to establish a central files unit for the Board as a whole. 


EXPLANATION OF REQUEST FOR ADDITIONAL PERSONNEL 


Mr. Preston. How many new positions are there in this activity? 

Mr. Mutuican. All of the increases combined represent a total of 
25 new positions. 

Mr. Rooney. In connection with this request for 25 new positions, 
how do you explain your coming to us last year and telling us we 
were going to save on subsidy if we gave you so many additional 
employ ees? We gave you how many new employ ees last year? 

Mr. Muuuican. 58. 

Mr. Rooney. And that you were going to become more efficient and 
therefore would be able to save the taxpayers money on subsidies. 
Now you come along and state that your program for subsidy in 1957 
is going to be $3 million to $3.5 million more than it is in the current 
year, even with the 58 additional employees and, on top of that, you 
now ask for 25 new ones this year? 

Mr. Muuurean. I think the best answer I can give you, Congress- 

man Rooney, is that when we came before you a year ago we were . fore- 

-asting subsidies based on our best and honest estimates in the amount 

of $ $64 “million for the fiscal year 1956. During this year a number of 
very important cases have been settled, with the result that the subsidy 
for 1956 has been reduced to $43 million and the savings that are 
reflected in the difference of $91 million between those 2 years will 

carry forward into 1957, except insofar as it relates to Pan Am’s capi- 
tal-gains item. So if you will compare the earlier estimates with the 
current estimates, there is a very substantial saving. 
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COMPARISON OF 1956 SUBSIDY ESTIMATES BASED ON ACCRUAL AND 
EXPENDITURE METHODS 


Mr. Fioop. Would that mean under this Senate bill 3449, if that 
became law, that this figure of $46 million for 1956 on an accrual 
basis you would expend that instead of the $34 million which you list 
on an expenditure basis? 

Mr. Mu.uiean. I am not sure that I know what that bill is. 

Mr. Frioop. 8. 3449. 

Mr. Muxuiean. That is the capital-gains bill ? 

Mr. Fioop. Yes. Does that mean, from what you just told Mr. 
Rooney, if that became law, that you would spend this $46 million in 
1956 on an accrual basis instead of $34 million which is set up on an 
expenditure basis ? 

Mr. Mouuuican. The subsidy would probably be greater if that bill 
became law. 

Mr. Fioop. That is the point. Then you would spend $46 million 
on an accrual basis instead of $34 million on an expenditure basis, if 
that bill became law. 

Mr. Muuuican. No; not necessarily. 

Mr. Fioop. Sure you would. 

Mr. Motuican. Let me explain. First, the $46 million is an accrual 
figure. 

Mr. Fioop. I know what itis. Iam asking you what would happen. 

Mr. Mutiican. Regardless of the pending bill, our expenditure 
figure of $34 million would still be an expenditure figure; it might 
vary slightly. As Chairman Rizley stated this morning, there are 
some items involved in cases still pending, but which in the aggregate 
total $12 million, which we assume, for purposes of the estimate, will 
be available for recovery and thereby reduce the payments in 1957. 

Mr. Fioop. You have restated my question in other language, but 
that does not answer the question. The question I asked you was if 
the Senate bill became law, would you spend $46 million instead 
of $34 million ¢ 

Mr. Roru. May I answer it this way? This budget estimate of 
the Board is prepared on the basis of the present Civil Aeronautics 
Act. It is my opinion that if S. 3449 is enacted into law, we have not 
asked for a sufficient subsidy appropriation. Actually the subsidy 
accrual figure will be higher, but I am not in a position to say what 
the amount would be. 

Mr. Froop. Then it is very likely if that bill became law, the figure 
for subsidies would be $46 million, most likely, rather than $34 million 
on the expenditure basis here ? 

Mr. Rorn. I would say the $46 million figure would go up on an 
accrual basis and the $34 million expenditure figure would also go up. 

Mr. Froop. In direct ratio? 

Mr. Rorn. Yes. 

Mr. Riztxy. We ought to keep the record perfectly straight. You 
mentioned S. 3449. We testified today both ways on that bill. Two 
members of the Board are against it; two members of the Board are 
for it. 

Mr. Froop. I did not know that. Let me ask this question, then. 





PRINTING OF BOARD DECISIONS 


Mr. Preston. The next item to inquire about is the $15,000 requested 
as an increase to permit the printing of 4 volumes of the Board’s 
decisions. Now, it has been pointed out to the committee by a mem- 
ber of the District of Columbia Bar Association that the lawyers are 
handicapped in representing their clients because they cannot get 
the decisions promptly, even the slip decisions. 

What will this do toward bringing the bound decisions more cur- 
rent ¢ 

Mr. Mutuiean. In the fiscal year 1955, Mr. Chairman, the Board 
spent $13,600 for printing Board decisions. In the current fiscal 
year, 1956, we have programed $24,000 for printing Board decisions 
and that will result in printing through what we call volume 15 5, which 
will take us in point of time through June 30, 1952. The $45,000 
increase—no, I beg your pardon—you are quite right, the increase 
is $15,000 with the total estimate $45,000—would enable us to print 
volumes 16, 17, 18, and perhaps part of volume 19. If we were able 
to print volume 18—we feel reasonably certain of that—it would take 
us In point of time through March 31, 1954. 

Mr. Preston. You would still be about 3 years behind? 

Mr. Muniican. Yes, sir. 

Mr. Presron. Why can that not be brought more current ? 

Mr. Mutuiean. It could. 

Mr. Preston. Why do you not ask for the money to do it ? 

Mr. Muniican. There was a question as to how much we should ask. 


ESTIMATED COST OF BRINGING THE PRINTING OF DECISIONS CURRENT 


Mr. Presron. That is a small item. We should not be talking 
about it. Ask for enough money to get current and let us quit de- 
laying these things 3 years. There is no excuse for having people 
deprived of the Board’s decisions. In the future I hope you will 
bring a request that will put this thing on a current basis. 

How much will it take to get current? / 

Mr. Mutxican. It would require additional staff as well as printing 
money. We could readily give an estimate. 

Mr. Preston. Give us one for the record at this point. 

Mr. Muuuican. Yes, sir. 


(The information requested follows :) 


PROJECTED Cost IN 1957 oF PRINTING AND BINDING THE BOARD’s ECONOMIC 
DECISIONS TO THE POINT OF CURRENCY 


Volume 16. July 1952 through January 1953. 
Volume 17: February 1953 through August 1953. 
Volume 18: September 1953 through March 1954. 
Volume 19: April 1954 through October 1954. 
Volume 20: November 1954 through May 1955. 
Volume 21: June 1955 through December 1955. 
Volume 22: January 1956 through July 1956. 


7 volumes at $15,000______- $105, 000 
4 new p what say 2 legal digest clerks and 2 edi torial c lerks ill aceite 20, 000 


Total _ 7 bs eridedl 000 
Deduct amount for pr inting ‘and binding ineluded in the 195 7 estimates 45, 000 


Additional increase required_- 
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SAFETY REGULATIONS 


Mr. Preston. The next item is “Safety regulation.” That is 
sinall increase. How many additional positions are you seeking / 

Mr. Mciuigan. No additional positions. 

Mr. Preston. What is that $2,205; is it for other objects? 

Mr. Mctuican. Yes, sir. 

Mr. Preston. We will come to that later. 


ACCIDENT INVESTIGATION AND ANALYSIS 


Next is “Accident investigation and analysis,” $39,600. How many 
additional positions are requested here ? 

Mr. Munuiean. Six. 

Mr. Preston. Have you been handicapped in your accident investi- 
gation for lack of positions? 

Mr. Mciuiean. Principally, this increase is because we have a num- 
ber of men about to retire and we seek to replace them before they do, 
so we can train their replacements. 

Mr. Preston. We would have a comparable reduction next year ? 

Mr. Mutuican. Yes, sir. 

Mr. Riziey. I think that is one of the very, very important items, 
while it is a small _—_ but it does take quite a while to train these 
people so that they can handle these safety investigations and they 
are doing an exe ellent job. 

Mr. Preston. They have to be experts ? 

Mr. Riztry. That is right. 


LEGAL STAFF 


Mr. Presron. There is a $32,000 increase in legal staff activities. 
What is your problem there / 

Mr. Motxican. That contemplates three additional positions, spe- 
cifically in the litigation and research activity which has greatly in- 
creased in recent years. 

Mr. Preston. How many lawyers do you have now ? 

Mr. Muuuiean. Fifty-six, representing 9 percent of our total staff. 

Mr. Preston. Fifty-six lawyers and they cannot do the work in con- 
nection with this Board’s activities? 

Mr. Mvunniean. I think perhaps the General Counsel should speak 
to that. 

Mr. Srons. I want to make it clear that there are not 56 attorneys 
in the General Counsel’s office. We have 26 attorneys. There are 
at the present time, the General Counsel, Associate General Counsel 
and three attorneys in the immediate office of the General Counsel. 
In the International and Rules Division, we have 7 attorneys and 2 of 
those men are assigned to safety regulation work. They work with 
the safety regulation people and safety investigation people. 

In the Opinion Writing Division we have 9 attorneys and in the 
Litigation and Research Division we have 5 attorneys, a total of 26 
attorneys. ‘The additional attorneys are in the Bureau of Air Opera- 
tions, working on route and rate cases, and in the Office of Com- 
pliance. 
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The General Counsel’s Office does all the processing for the Board 
after a case reaches the oral argument stage; we write the opinions; 
and we defend the Board’s decisions and opinions in the appellate 
courts, the circuit court of appeals and the Supreme Court. 

Mr. Preston. In which area. will these three additional attorneys be? 

Mr. Stone. 1 in the Litigation and Research Division, to take care of 
extended litigation work as a result of many opinions we have gotten 
out in the last year, and 1 would be in the International and Rules 
Division and 1 of them is a secretary—2 attorneys and 1 secretary 
are the 3 additional positions. 

Mr. Preston. Thank you, Mr. Stone. These attorneys are at the 
rate of about $10,000 a year ? 

Mr. Stone. Only two are rr sir. 

Mr. ~ ESTON. Is there a secretary also? 

Mr. Srone. The attorney positions are grades 11 and 9 and the secre- 
tary ae be grade 4. 

Mr. Preston. For “Executive direction” these is a small increase. 
We will not take the time with that. 


ADMINISTRATION AND SERVICE 


The next item is “Administration and service” activities, a $23,340 
increase. Speak briefly to this. 

Mr. Mouuuiean. Principally, the increase is to provide for the Board, 
as a whole, a central files which we do not have. It would involve a 
total of 5 positions. At the present time—this goes back a number of 
years—the files are scattered and decentralized ; each office and bureau 
maintains its own files of various types. What we contemplate is a 


central files system, not a physically located central files, but a system 
to bring all these different individual files into uniformity : and increase 
their usefulness. 


OTHER OBJECTS 


Mr. Preston. Very well. We will now discuss briefly the “Other 
objects” on page 105. The biggest increase is in travel. Why do you 
seek this $56,000 increase for travel ? 

Mr. Mutiican. In the main, sir, the increase is to annualize in the 
onast area, the field-audit area, the travel increase of this year and 

$23,500 is to partially defray the cost of the increase in travel per 
diem resulting from Public Law 189. 

Mr. Preston. Your increase in printing and reproduction is in 
connection with the decisions we referred to? 

Mr. Moutuiean. Yes, sir. 

Mr. Fxioop. It has been brought to my attention—I do not see where 
we can do much about it, but it was indicated to me that our dis- 
tinguished chairman, we are pleased to notice, is being appointed to 
the Federal bench and will not be with us after today. We are glad 
of that, but we are sorry to lose you here. It occurred to me he has 
been answering all my questions and he is going away tomorrow and 
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I will have no idea what the CAB thinks after tomorrow. < the 
questions asked here by Mr. Preston and Mr. Rooney and Mr. Yates 
and me have been answered by a chairman who will not be with us 
after tomorrow. 

Are we getting the answers from the CAB or are we getting an 
answer from a “little man who will not be there tomorrow morning” ? 

Mr. Rizitxy. Before I remark on this I want to put the record 
straight. You said that I would not be here and you were glad of 
that. I think what you meant to say 

Mr. Fioop. I meant it very clear. Out of an abundance of caution 
so you would not say what you just said I made it clear as to my 
appreciation. There is a distinction and a material difference. 

But the fact still remains you will not be here. You have been 
the mouthpiece for the Board. Are you talking for the Board or 
where are we? We have no idea what the Board thinks about this 
at all. 

Mr. Riziery. I think in the main there are some places as you know 
that the Board members do not agree, but I think substantially, so far 
as this budget is concerned, I am speaking 

Mr. Froop. Just so I know. I like the right hand to know what 
the left hand and the middle is doing. 

Mr. Riztry. I am speaking for the membership of the Board as 
now constituted. 

Mr. Froop. I am happier again. 


PAYMENTS TO AIR CARRIERS 


Program and financing 


[Balances at end of 1955 have not been certified under sec. 1311, 68 Stat. 800] 


1955 actual | 1956 estimate | 1957 estimate 





eet | +e, 

Feaqrams by activities: | 

Domestic trunklines- $4, 055, 860 | $2, 001, 609 $2, 187, 000 
| 


RO = 


, Sens SOE VED OOTHEMMNS. . .. 2... on ecccncccccccscesess.| 2,508 Gi 25, 093, 463 24, 080, 738 
. Helicopter operations 3, 084, 022 2, 978, 500 2, 805, 000 
States-Alaskan operations = 3, 465, 089 3, 296, 406 3, 297, 000 
Intra-Alaskan operations... ___- ca eater 4,624,858 | 3, 726, 344 3, 680, 000 
. Hawaiian operations. -- aby eee aietal 427,911 | 41, 208 | 293, 000 
Be 572, 939 | 114, 888 | — 2, 297, 294 
» “Peemeracine ONSTREIOMS. .........2...20.-..-c08s- ae 5, 345,124 | —1,496,718 | —5, 758, 606 
. Latin American operations EERE SREP 14, 075, 425 | 5, 737, 369 6, 083, 000 


CWNIO es 


gy sia abi techies acca 57 , 500, 709 j 41, 493, 159 | 34, 369, 838 
Financing: 
Recovery of prior year obligations._............-.--..-....| —11, 963, 706 |_---- ae 
Unobligated balance brought forward aca Sette _.| —8, 362, 997 —14, 369, 8: 
Unobligated balance carried forward__-_-__- acne 3, 362, 997 14, 369, 838 


Appropriation - -- as = : ; 48, 900, 000 52, 500, 000 20, 000, 


Obligations by objects 


11. Grants, subsidies, and contributions: 
_ $57, 500, 709 
41, 493, 159 
34, 369, 838 
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Budget authorizations, expenditures and balances 


[Balances at end of 1955 have not been certified under sec. 1311, 68 Stat. 800] 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation ; $48, 900, 000 $52, 500,000 ; $20,000, 000 
Balance brought forward: | 
Unobligated ag 3, 362, 997 14, 369, 838 
Obligated__...__.-- 11, 963, 706 ot 
Total budget authorizations available-_- 60, 863, 706 55, 862, 997 


34, 


369, 838 


EXPENDITURES AND BALANCES 


Expenditures 


Out of current authorizations. _- 2 45, 537,003 | 38, 130, 162 20, 000, 000 

Out of prior authorizations___- : 11, 963, 706 | 3, 362, 997 14, 369, 838 
Total expenditures 57,500,709 | 41, 493, 159 | 34, 369, 838 

Unobligated balance carried forward ‘“ 3, 362, 997 14, 369, 838 |_--- aie 
Total expenditures and balances 60, 863,706 | 55, 862, 997 | 34, 369, 838 


t ' 


SUMMARY JUSTIFICATION DATA 


Mr. Presron. Next is “Payment to air carriers,” page 49, page 111 
of the justifications. Insert the pages, 111 and 113, in the record at 
this point. 

(Information referred to follows:) 


Summary of requirements (expenditure basis) 


a © II cic ecco ctdchas de hdeieainackiveiotiese dart Raneisahnanciahcanas $52, 500, 000 
Unexpended balance brought forward from prior year (1955). +3, 362, 997 


Unexpended balance carried forward to succeeding year 





a — 14, 369, 838 
tmncm—umunes! S09: £08 3R6 
ONIN kt 1 ae ccna oon laai ea peel —41, 493, 159 
a 0 
Requirements for 1957: 
By activity 
Pa INUN oa calonenmmeannininne $2, 187, 000 
Smet I UI I ie sc ene enitaniaecais mania saan a 24, O80, 738 
SE RU ac niasiserecitineeniionngn amabieniannn andorne 2, 805, 000 
Sanam UNCON aces ecieenemn ein ins epeminsiceiins 3, 297, 000 
Is se eeieennmeegie 3, 680, 000 
I I hse eindediclaeeremenaaineam aaianiom 293, 000 
iar SINNER) UO senipmigned eitenianienielinmmeiiah — 2, 297, 294 
ee ee een —5, 758, 606 
nD en NU i seed cnceenisesitanmsieinin dinars 6, 083, 000 
Re | ae ne ee 34, 369, 838 
— 34, 369, 83 
Deduct unexpended balance brought forward from prior 
I a ara ce dic tence WB aaigcha nb cos petals ease iced —14, 369, 838 


Total estimate of appropriation, 1057... niece 20, 000, 000 
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Summary of estimated subsidy payments to air carriers 


Estimated subsidy accrual for carrier operations during the fiscal year: 


oO i a saci Ri * $48, 796, v2 
NN Rite iercgatciscndaeninnces a Ea 47, 504, 20 
eS eee on shes sececas hietheleig osath eectide vaedeantbvekaents. tes 43, 237, O00 
Bees Bish acckacleectd ak agAedit cabs bts ddehodntabe bes Seba 46, 486, 000 
1 | RES ae ee es ee os 186. 024, 512 S186, 024, 512 
Deduct: Estimated unpaid subsidy accrual as of the end of the 
RaCG). WORT TE tks hi ei hee nina ne pn cceenaes ; 4, 133, 262 


Total —— subsidy payable (Oct. 1, 1953, through 


NA TOR. INS secs cides ei een cron b atresia pee ore 181, 891, 250 
Subsidy oe ee during the fisc: al year 
BENE IRIN te cscpecgrurncraulamierdte ans metceiwdcia ' Oe ORE tt 
1955 actual pare eh eet ae Sil oad she Tk hs a 57, 500" 709 
rn 41, 493, 159 
NN a a a anne goa ee a er 147, 521, 412 147, 521, 412 


Total estimated subsidy payments (net) to be made 
Curing Te Gell POOR Ween ssiseteiiitan Ss cceciinicahciscine 34, 369, S38 


1 Represents the subsidy accrual, payable by the Civil Aeronautics Board, from Oct. 
1, 1953, the effective date of Reorganization Plan No. 10 of 1953, through June 30, 1954. 
The accrual from July 1 through Sept. 30, 1953, which is payable by the Post Office 
Department is estimated to total $17,381,052. 


EXPLANATION OF REQUESTED INCREASE IN FUNDS FOR SUBSIDIES 


Mr. Presron. This is a request for $20 million. Before we get 
into this I would like to ask you this preliminary question. I have 
been listening to the various questions today and I am prompted 
to ask this. In view of the fact that the airlines are in the most pros- 
perous era in their history, how is it that their subsidies, the subsid) 
payments, will be more in 1957 than in 1956 ¢ 

Mr. Munuiean. The total figure for 1956 is $43,237,000 and that for 
1957 is $46,486,000. The reason for the ‘diffe rence and the increase in 
1957 arises entirely from the fact that during 1955 Pan Am realized 
a capital gains in excess of $7 million. Since it fell in the calendar 
year 1955, it was split on an accrual basis between the fiscal years 
1955 and 1956. So that the fiscal year 1956 figure reflects approxi- 
mately $3 million less than fiscal 1957 because that capital gains does 
not affeet—— 

Mr. Preston. The subsidy payments for 1957 would be roughly 
about the same as the 1956 level ? 

Mr. Muuuican. The levels are about the same. 

Mr. Preston. Why do we not find reflected in the subsidy payment 
some reduction in view of increasing traffic and increasing prosperity 
of the airlines? 


INCREASE OF LOCAL AIRLINE SERVICE AS A FACTOR IN NONREDUCTION OF 
SUBSIDY PAYMENTS 


Mr. Roru. The subsidy payments are made not to the industry at 
large, but to individual air carriers. The major part of the earnings 
of the industry is realized by the carriers that are entirely off subsidy, 
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so that any increase in the earnings of the nonsubsidized trunklines 
that carry above 95 percent of the domestic traffic is of no aid in 
reducing the subsidy of the remaining carriers. 

The local service airlines that are operating primarily DC-3 air- 
craft in a number of instances are still facing increases in their sub- 
sidy although some of the air carriers are going through a continued 
decline in subsidy. 

Mr. Preston. You refer to the local service operations which will 
get $24 million out of the 1957 figure? 

Mr. Rorn. Yes, sir. In other words, the local service airlines have 
not shown high profits. The Board watches the earnings of the car- 
riers; the st: aff reports to the Board every 3 months and any time it 
appears likely that there are potential savings the Board takes prompt 
action to reduce the subsidy rates of the individual carriers. But with 
the various route realinements, the actions of the Board in bringing 
local service to additional communities by local service carriers, there 
has been somewhat of a balancing off of increased subsidies for a 
number of carriers as opposed to the others that have a stabilized 
route where the tendency is for the subsidy to decline. 

Mr. Yates. Is there any place in this justification—and I have 
looked for it and have not found it—which shows the airlines that are 
receiving the subsidies and the amounts they are receiving? 

Mr. Tuomas. That is in appendixes 2 and 3. 

Mr. Preston. Right along the same line, it has been brought to my 
attention that the figures on one of the charts of appendix 1 in the 
justifications show that in 1954—these are fiscal years—for local serv- 
ice operations the payments were $16 million in 1954, $21 million 
in 1955, $25 million in 1956, and $24 million in 1957. 

Now, if this is any indication of what we are faced with in the 
future, there is not any hope for reducing these subsidies. It has 
been going up and it is only off about a million dollars for fiscal 
1957 even with the growth of traffic and the growth of the business. 

Mr. Mutuiean. One point I should make clear is that the 1954 
figure in appendix 1 applies only to three-fourths of the fiscal year 
owing to the fact that Reorganization Plan No. 10 became effective 
October 1, 1953. 

Mr. Chairman, the accrual figures shown in this mimeographed 

table representing our current estimates for local service operations 
show 1954 on a full-year basis, as $24,569,895; for 1955, $23,040,000 ; 
for 1956, $24,088,000: and for 1957, $23, 808, 000. There is not too great 
a change. 

Mr. Preston. It is only a million dollars change from 1956 to 1957 in 
the highest period of activity known to the industry. 

Mr. Riziry. I think, sir, there is a further answer to that. There 
has been a very strong impetus, especially in the last year, for the 
increasing of local airline service. 

Mr. Preston. Have you granted any new certificates in the last 2 or 
3 years for this local service? 

Mr. Rizixy. This year we have expanded local airline services in 
many, many places. 
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Mr. Preston. Maybe the big, fat figures for 1955, 1956, and 195% 
are the results of that expansion and it might help your case to put 
that in. 

Mr. Rizitxy. There has been a substantial expansion and one of the 
reasons there has been such substantial expansion in local airline 
service, believe it or not, is largely due to the Members of Congress. 
For instance, a local airline comes in from a Congressman’s section 
of the country—I am not criticizing that, I am for it; I think it is 
necessary in this growing field 

Mr. Foon. I hope you are talking about Hazelton, Pa. 

Mr. Riziry. I am talking about Pennsylvania as well as ever y other 
State. I do not want to leave the impression here that there has been 
undue pressure or that we have been unduly influenced by Members of 
Congress, but we have tried to cooperate with them. 

Mr. Fxoop. I do not care what the distinction is. 





ACCRUAL SUBSIDIES IN TRANSATLANTIC OPERATIONS 


It is noted in the chart on page 16 that for your transatlantic opera- 
tions, the accrual subsidy was $1,299,000 in 1954, zero in 1955, $635,000 
in 1956, it jumps to about twice as much in 1957 as it was in 1954. Did 
that capital gain case have anything to do with the years 1955 and 
1956 ¢ 

Mr. Mutriean. Yes, sir. 

Mr. Preston. How does it jump to twice as much in 1957 as it was 
in 1954? 

Mr. Rorn. I think the best answer is to look at the accrual figure 
to get the truest picture. For the 4 fiscal years from 1954 to 1957, I 
believe that there has been a steady decline in the subsidy accrual. 
My figures from appendix 2 of the committee print—— 

Mr. Preston. Use the ones I used, page 116. 

Mr. Roru. The only possible explanation is the effect of capital 
gains. 

Mr. Preston. Would that affect 1957 figures as against 1954? 

Mr. Roru. Sir, we have no ability to forecast what aircraft Pan-Am 
might sell next year. 

Mr. Preston. ( ‘apital gains were involved 1955 and 1956. Iam talk- 
ing about 1957 and 1954. 

Mr. Apams. Capital gains in the period we have recounted is the 
$7 million. Those were sales made while Pan-Am’s rates were open 
and the Board could recapture that money, but as of January 1, 1955, 
the Pan-American system, all four divisions, for the first time have 
been on a final rate; so at the time these figures were prepared you 
could not conceive or include recapture following January 1, 1956, 
because when a carrier is on a final rate you are precluded from 
recapturing. 

Mr. Preston. You could not have recaptured anything for yourself 
anyway until October 1953? Prior to that time it went to the Post 
Office Department ? 
Mr. Apams. Yes, sir. 
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DEFINITION OF FINAL RATE 


Mr. Foon. Will you insert in the record a definition of final rate 
and by what authority you cannot recapture 4 

(The following information was supplied :) 

Rates of mail compensation are established by the Civil Aeronautics Board 
pursuant to the authority contained in section 406 of the Civil Aeronautics Act. 

A final mail rate, as distinguished from a temporary mail rate, cannot be 
altered for such period of time as it may have been in force. A temporary rate, 
on the other hand, serves solely as a basis for interim payments to a carrier 
pending determination by the Board of a final mail rate; and in all cases a 
temporary rate is eventually supplanted by a final rate which may be higher or 
lower than the temporary rate. 

A final rate may be reopened for future periods upon petition by a carrier or the 
Post Office Department, or by the Board upon its own initiative, but any revision 
in suc : a rate may only be made effective as of the date of reopening. This prin- 
ciple, i. e., the lack of authority in the Board to retroactively adjust a final rate, 
has te en confirmed both by the Supreme Court of the United States in the case of 
Trans-Continental and Western Air Lines, Inc. vy. Civil Aeronautics Board (336 
U. S. 601 (S)), and by the Comptroller General in decision B—108841 of 
November 22, 1955. 


LATIN-AMERICAN OPERATION 


Mr. Preston. For the Latin-American operation ; you have certified 
another carrier in that area, certificated one ? 

Mr. Rorn,. Not since 1946. 

Mr. Presron. Not since 1946? 

Mr. Ror. The last carrier to start operating in that area was 
Braniff. certificated in 1946 and began operating around June 1948. 

Mr. Tuomas. It is losing $6 million a year; it that right ? 

Mr. Rorn. No, sir; they are operating at a profit now. 

Mr. Preston. We have approved a Brazilian line to come into this 
country that competes with our established carriers. 

Mr. Rorn. There are numerous foreign carriers in competition with 
the American-flag carriers. 

Mr. Preston. I understand that was a ree iproc: al matter, that we 
had to do it because of our people using facilities in Brazil? 

Mr. Rorn. Yes, sir. 

Mr. Presron. Your subsidy accrual for 1957 is up about two million 
over 1956 in the Latin-American area. How do you account for that 
with all the business in that area ? 

Mr. Rorn. There again I think, to a large extent, it is the capital- 

gains effect as far as Pan-Am goes, and I believe there is a further in- 
crease as far as Braniff is concerned. In the case of Br aniff they had 
a sharply depressed rate for their Latin-: Awieri ican services last year 
because of the tax savings related to the accelerated tax writeoff, and 
the subsidy was reduced because of the rapid writeoff for tax purposes 
that they were authorized, but after the Board’s decision on it was 
indicated to the carrier, or during the course of negotiation with the 

carrier, the carrier canceled his rapid writeoff certificates. 

In other words, on the basis of the Board not permitting the carrier 
to retain the benefit of the rapid writeoff, they tore up the certificate, 
and accordingly there was an automatic increase in their Federal 
income-tax allowance for 1957. 
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NECESSITY FOR SUBSIDIZATION IN FOREIGN AREAS 


Mr. Preston. Why must we continue to subsidize operations in 
South Africa, Europe, and Latin-America when we do not have to do it 
in other areas? Whocan tell us the answer tothat? Any of the Board 
members ¢ 

Mr. Gurney. South Africa is a very thin route. In South America 
there is competition from numerous foreign carriers. We do have 
three carriers going to South America. In my opinion it is too many, 
but nevertheless the *y do have permanent ce rtificates. We awarded the 
last one in 1946. The main Atlantic route, both for Pan-American and 
TWA, is subsidy-free. 

Going into the Scandinavian countries, the route of Pan Americai 
on subsidy, is also a thin route. Does that answer your question 

Mr. Preston. I guess it does. 

Mr. Gurney. It is the best I can do. 

Mr. Preston. I notice that the planes are always loaded, they are 
doing plenty of business, not carrying empty seats. 

Mr. Gurney. Across the Atlantic, that is correct. 

Mr. Presron. South America is the same. 

Mr. Frioop. Is it not true that last year you told us you were going to 
reduce that Latin-American subsidy or e xpected to in the face of the 
fact that we were, or you thought we were, going to cut your appropri- 
ation or did?) That was about a year ago. And then at the end of last 
year you reported to us that you had raised the subsidies for the Latin- 
American from about 3 million to about 6 million, and then this year 
you are asking for nearly 9 million for the same route. How is that 

[ toss these millions Srayne. I do not know the exact figures, but I 
remember you told us last year, 1 think Mr. Preston raised the Latin 
\merican subsidy question, it was around 3 million; I do not know 
what line. You reduced it, you thought the appropriations would be 
reduced as we did, and you reduced the subsidy, and 6 months later 
you doubled the subsidy, and this year you are raising it. What are 
you asking for, 8 or 9 million ? 

Mr. Muuiican. Eight million, one thirty-six. 

Mr. Fioop. If you are asking for $8 million this year it was only 
$3 million a year ago. 

Mr. Munnican. No, sir; in 1955 it was $10,155,000. 

Mr. Froop. On Latin-American? 

Mr. Mutrican. Yes, sir. 

Mr. Fioop. Ten million? 

Mr. Muniigan. And in 1954 it was $16 million. 

Mr. Frioop. Did you tell us, and did you as a matter of fact, cut the 


aa, American subsidy, faced with a general appropriations cut for 

CAB last year? 

Mr. Muuuiean. No, sir. 

Mr. Froop. You did not? 

Mr. Muti1ican. No, sir; not to my knowledge. 

Mr. Fioop. Somebody told me, I am sure it was at the hearing 
it was not MATS, it was CAB, with the Latin-American subsidy that 
( understand you had reduced in June of 1955 because you antici- 
mad or had reasonable cause to believe, which was right, that this 
committee would cut the appropriations and toward the end of last 
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year you advised us that you were restoring about the same amount 
that you cut to the Latin-American subsidy which would be $6 mil- 
lion; is that right? 

Mr. Mutuican. I am not aware of any cut based on an appropria- 
tion reduction. 

Mr. Fioop. Then I am wrong. 

Mr. Preston. Mr. Thomas. 

Mr. Tuomas. I hate to see our friend, the judge, leave us, but if 


he is going to have to leave us and get on that bench, we have to give 
him up. 


BREAKDOWN OF SERVICE MAIL PAY AND ACCRUED SUBSIDIES BY CARRIER 
GROUPS AND BY CARRIER FOR PERIOD OF 1945-56 


I wonder if one of the Commissioners will at this point undertake 
to insert in the record for the period of 10 years beginning with 1945, 
by carrier groups and by carrier, the amount of the subsidy paid each 
one and then step over on the next column and put the amount of 
arned pay for carrying the mail. I want the two figures. Is that 
clear ¢ 
Mr. Mutuiean. Yes, sir. The only problem there is that prior to 
1951 

Mr. Tuomas. Before the Reorganization Plan No. 10. You can get 
that information ? 

Mr. Mutuican. We can go back to 1951, but prior to 1951 there was 
no separation of subsidy as such. 

Mr. Tuomas. Did you not arrive at some figure over there? 

Mr. Mutuican. Beginning in 1951 we started doing it on an esti- 


mated basis and when ‘plan 10 came in 1953 we did it on an actual basis. 
Mr. Tuomas. You did it prior to 1951? 
Mr. Muuuican. We can try. 
Mr. Tuomas. You did it on an estimated basis? 
Mr. Rorn. We have this week about completed 
Mr. Tuomas. You do the best you can. 
(The following information was supplied :) 


ESTIMATED SERVICE MAIL PAY AND SUBSIDY FOR UNITED STATES CERTIFICATED AIR 
CARRIERS FiscaL YEARS 1945 THrRoUGH 1956 


The attached tables present estimates of service mail pay and subsidy for the 
fiscal years 1945 through 1956. All these data are on an accrual basis. 

Subsidy represents the balance of the total mail compensation after deduc- 
tion of the estimated service mail pay. 

For those years covered by the budget (1954-56) there figures are identical with 
the budget figures, except as regards Pan American and Trans-World, which have 
been adjusted to reflect the subsidy decreases under the Board’s offset decision 
of April 9, 1956, in the Reopened Transatlantic Final Mail Rate case (Order 
No. E-10176). 

The total mail compensation is based upon final orders of the Board and upon 
estimates of final mail pay for those periods not covered by final orders. 

The service mail payments are determined by multiplying the applicable serv- 





ice mail rates by the mail ton-miles performed. The service mail rates are 
determined as follows: 

(a) October 1, 1953, forward: Service rates pursuant to Reorganization Plan 
No. 10. 

(b) July 1, 1950-September 30, 1953: Service rates as set forth in the 
Board’s annual subsidy separation reports. 

(c) Fiscal years 1945 through 1950: Service rates actually established by the 
Board. In the absence of such rates, the services rates for fiscal year 1951, as 
shown in the September 1955 separation report, were applied retroactively. 


UniTep StTaTEs CERTIFICATED AIR CARRIERS 


Comparative summary of service mail pay and subsidy estimates for fiscal years 1946 
through 1956 


{In thousands! 
Total service 


Subsidy mail pay and 
subsidy 


Service mail 
pay 


$33, 473 36, SY2 $40, 365 
27, 067 , 730 46, 797 
22, 944 40, 340 63, 284 
28. 106 §2, 485 90, 591 
35, 317 5, 728 111,045 
37,049 &3, 512 120, 561 

. 646 918 115, 564 
,@i0 3, 536 115, 311 

3, 877 45, 889 119, 766 
5, 047 , 314 119, 361 
55, 668 47, 505 103, 173 

0), 529 3, 237 103, 766 


1945-56 in msnanire erect 505, 498 4, O86 1, 149, 584 


Source: Fiscal years 1945-50 special study; fiscal years 1951-53 September 1955 separation report; fiscal years 
1954-56 budget presentation. 


‘ 


75136—56——54 





vg 


4 


C76] 


sivafi poosyf ay) Burtinp pajyanpuod suoypniado VDI LUD LOL 


quvog SOILLAYNOUTY 


lt 
GOO 
HSI 
tt 


0Z0 % 


sqng 


soMyINOS 
UloyINeS 
UOSUIGOY 
(ayessq A[IIULIOJ) WdUOT 
yUOUIpel g 
YaIBUo Jy 

SO M-PLA 
[B1QUID DAVY] 
JoVUOL 
eploly 
dU 
JosuaT[VyO 
~--[RlqyUag 
eZUBUO Eg] 


UvOLIOULY [TV 
SuoT]eI9doO TAJOS [t 


y} 

A SUY 
ISOMYWON 
}st yA N 
[BUOLIwN 
1OUTUO,)-pry 
purvluy 
Wlaysegq 
Raped 
1uUO0-) 


8laILDI AUD 07 Burinuaon Aipisqns pun find pnw adiusay 


TIAIQ 





oory OJIN) UI 
BI] Ultd¢] [el 
INO’ yz? osR 
IB[} V-UBveqgq! 
yrunigd 
uy 
WuLy UBL] 


[P1O.L 


BMBHET) pe uy 
uLolewWy Ud 


SUMYU AION 
19d0 DYWBq-SULLL, 


[t 1O.L 


plo M SUBLL 
dULPIV-UBILIOULY UB 
SRISIVAO UBOLLOULY 


oljesodo o1jULTP Y-SUBLL, 


UVIBME A 
:suOT}RIIdO URITEMBH 


BIOL, 


~"" U9T AA 
--"9A00H 


“- WY WION Ipped 
payepl[osuoy WIyIJON 
eee << eee 
----BAOploD 
““[RISBOD BYSPLY 
----goullaly BYSBTY 
:suoT}BiedoO BYSBL Y-BAPUT 


BYSR[ y-UvITLUULy UB 
:SUOT}BIVdO BYSBLY-S9}BIS 


[830.L 


sojesuy so’y 
19) do0otfa}{ 
:guoty viedo Jaydoorl]oH 


It 10 L 
1O9ST AY 


TAA 
mM 





— SSS | — — = —> = = = = oo — 
| 822 ‘Te | $8 ‘ge | I88‘8t | Zeb ‘sz | SI¢ ‘bb 840 9% | S6S £69 ‘oh 





"=" "TOL, 


| | 

ZEL | Tes | OFE | 86¢ | 886 6£0 ‘T £92 262 ‘T 19489 AA 

62£ ‘6 628 ‘ | $92 | 16¢ ‘9 | GPS ‘L ‘ SEs ‘T c6S eer ‘9 peu 
608 ‘¢ 608 | 916 | £28 | 6&2 ‘¢ 009 ‘T 000 009 “¢ PHOM suBLL 
09 ‘T 008 | &2 | OFZ | 61F ‘¢ ZOL ‘% OIF Zl {SOM 4410 N 
Ost ‘T 0ZI | 0S% 611 | POI | $8z ‘T zg8 ‘T 89 026 ‘T qSBoYIIO N 
: £69 | £69 69% | bbP | tz ‘T O9T ‘T coe COP ‘T [euoNeN 
69¢ ‘T 6rE gee 962 | ¥£9 ‘T Le 290 ‘T OFZ Z£0 ‘T udu }UOD-PIW 
ne : ; | 6g¢ 6E1 869 98 gee 18 £29 pue[uy 
“===""=1 96g GLY ¢ 016 % 191 ‘% 3 els ISI $90 ‘E W191SBq 
6£ 166 L0¢ 008 Lo¢ ‘I | $s | O19 : 98 ‘T 6c¢ Cet ‘Z Rees te eee ee ae 
928 16¢ 9€Z 161 Ler ‘T Ist | 19% ZeP ‘T gc LLg ‘T [Bj UsUT}UO*) 
OF £6 ‘ 820 SL 9gI‘T : | 2 eos 89 126 ~“TeTuO[o) 
L9L 768 9¢0 ore SLE ‘T ; | 618 Z8F ‘T 1ZE 08 ‘T ““WIaYyINOY 7 os¥vd1Y 
S0E— + 660 ‘T O19 Zr6 ace ‘% ¢ PSL 268 ‘b SRS | 086 ‘F ““(WOd Afseuros) [ezIdeD 
60I$ 208 9¢6 RL SEZ ‘T 869 | OL ‘T 919 sie % yprueig 
[aoe toe oe | OFS G10 ‘I$ 129 ‘og 9£9 ‘O$ 966 ‘E$ 6c9 ‘T$ 6FI ‘6S 808 ‘e$ i uvoyouly 

| | :SOUT[ YUN OFVSeWMIOG 


ZS6I AVA [BOOST y IS6I 1B94 [BOST FT 











6F6I IBVOA [BOST 





9OT ‘8Z rb PRS “E9 0&2 6 ; €Lb ‘ee COE ‘OF a “79 "" *S1OTLIBO [[B [830.7 
ZOF ‘IT OL9 g CLS ‘f Roe 4 


sua 


“suolj}e19do [BII0j 19, pus 

SBOSIOAO ‘*[BUOTJVUIOIUT [BJO 
POL YT ‘ PLZ 'S i 60 ‘TE 7 Pe dISOMIOP [BIOL 
bLb Z ( : POI 14: 1z¢ [RIOL 


p81 Z 116 j | SIe‘T | : 998 *% a CQ Y'T-Uvopoaly uv 
Z1z ‘I$ | $91 ; ‘ 661$ ‘I$ ; Tel ‘I$ ; BIZBVUBG 


9$ ; , as =“ “(Veqng) TeUOTIeN 
"UOQ—SUOIBI0dO UBIJIOUTY UBzBT 


Apisqns | Apisqns Apisqns 

Aed [yeu pue Aed Aed [eur pue Aed Aed [yeu pus Aed 

BAJO [ful ao] Ag [IBUI 90] BOT AlIg [JBul 90] 
-AJOS [840], -AJOS [BJ0.L 


Apisqns 
Aed [eur pue Aed 
do] AlIg [eu aor | 
*AJOS [B1O.L | IO[L1IBO JO OUIBN 


Apisqng Apisqngs Apisqng Apisqng 


SPGI IBA [BOST LPGI IBAA [BOST A OFBI IBOA [RB [Bos gq 


[spuvsnoy) uy] 


ponulyuoy—g¢-e7v6] suvah poosy ay} Burunp pajonpuos suoyniado satsind 4 sof $1a1L109 410 01 Buins29n fipisqns pup fivd piww aorasag 





gee “f 


069 
~ 


6RF TI 


Crs 'F 


PRP Z 922 ‘T 





£92 
822 


£96 
9EZ 


cee 


bz 


918 % 


| 1¢ 
eri 


OIL Z 


10€ 
IZ 


g ‘d ‘a[qei Jo pue 48 sa}0UjOU] Bag 


[8I0.L 


; - “UOT AA 
dA00Y 


668 ZZ | 189 r98 | 8 | 66 pOk | 615 WIIYWON oppovd 
OBS | b2z POLL gig | $6 z | 819 L8Z | 628 PoepI[OsuoD W19y WON 
LOZ eh | 092 | SbT WOT SIl ; SHA 


ZsI ; GSI ; ; } 3 Zz ; “-""="BAODIORD 


ge 
Z0Z 
yr 


TZ 
Le 


168 


688 


“| 30g 


| 


be 
Lté 
bIL'T 
beh Z 
| 6FL'T 
| eee 
| GL 


| 168 


| 688 
Z0¢ 








OST 
RFS 


; _ , . es oe uasue sy 


sIvAg 

: [eIsvoy ByseLy 

“"-""""SoUlLITY BySeLy 
‘SuUOTJB1IdO BYSBLY-V1JUT 


eae ae 
VYSB[V-UBIIOUTY UBd 
UIOYWON ogpedg 
~-"SOUTLITY BYSeTY 
‘suoT}es0dO BYSBTY-S8}8IS 
a 


sojesuy so’] 
~---= =~ JaqdooreH 


:suolyeiedo Jaydooljayy 





6eI ‘I | 6zt ‘0g “| 69 og6 ‘ZI as “1890.1, 


, 


ST 


| 108 
| 129 
699 ‘I 
168 
190 % 
260 ‘I 
188 
LZ % 





























918 
SOs “T 
Sie 'T 
£1 

LL T 


602 - 


FPS 


OF9 ‘T 


“SUISST AA 

880+) IS9 AY 

SBX9,,, SUBLY, 
ysamyynog 

uleyynNog 

ssq A[1eUuIIOJ) BUT 
: quOUIpelg 


[8.1}09¢-UISUO0D 


“ST AA A[IOUTIOJ) [BIUeD YWON 


Raieiciereeir 


--(uosUIqOY A[J0UIIOJ) YMBYOTT 


489. M-PIA 
[eQUID d4V'T 
~~ JOIyUOL 
eploly 
edu y 
JasusT[ey O 
[813 U9) 
ezuBuog 


Terre" TBOLIIUY ITV 


;SUOTZVIOdO BOTAIVS [Bj 0'T 





£08 
£10°€ 


106 ‘I 
OOF 
or 
612 
bl 

LY 

LI 
Le 


Rg 


Lst 


rI9 
yay 


“Ge 


Apisqns 
pus Aed 
[TBUL 901 
-Alos [810.L 


ee : And | 
APISGNS QI AJIg 


ZG6I 4BOA [BIST 


0c 4 
99-97 


ponumuog 


R16 
LoL FE 


161 9F 


1£6 ‘t 
902 ‘“T 


166 7% 


ZRE Ol 


€lb 8¢ 


z 


606 ‘T 


St 


Apisqng 


£99 “CLT 


£88 ‘Ig GRe ‘It 


I89 LZ6 TP 


Igy b61 “OT 


Z16 Ol 


OL0 'S 


CPS SZ 


Apisqns 

pue Aed 

[BUI 901 
-AJOS [BJO 


Aed [eur 
DLALIS 


C6[ IBOA [BOSTA 


19g “OZT 


£96 
L6¢ “E9 
608 “ZI 


98¢ 
626 
6¢ 
Lt 


GG 
O/T 
Cc i 
cel 


06 


6L¢ 


69F 


oH 


Apisqns 

pues Aed 

[}BU 90} 
“AOS [810.L 


fed [I 
DITALIS 


OC6I IVA [BIST 


[spuvsnoy} Uy] 


980 “6S 


C9OF ‘ZI 


008 
OIL 
cS 
PE 
ogg 
Sos 
691 
P61 
cs 


crs ¢ 


601 “02 


[2g | 
C8 ‘ZI 


Apisqns 

pues Avd 

[reul aoT 
-AJOS [840.1 


Awd [eur 


Apisqns QOTAIOg 


6P6I rod [t 


“SI9LLIBO [[C [BIOL 


SuOT}RI0dD [VLOILOT, pur 
‘SROSIOAO ‘[RUOLZBUIOJU! [BIOL 
OTISOMIOP [BIOL 


[}0.L 


CV T-uUsoj oul y ued 

: visevUuRd 

“-==""(eBqny) [BUONBeN 

(OOlY OF.19N gd) ULOYSeY 

(epnullog) [BTuo[OD 

UlOyINOYG 3 OsvOIYD 

otjueL) y-UveqqlLiByg 

 pluelg 

(OOIXOTY) UvoLiomly 
suolyeledo UBILIOUTV-Ul1e'T 


[8jOL 


UBIIVMBET) PeUy 

}q-UBoLLeULyY UB 
JSOMUIION 

OTpes9do DYWBq-SUt 


M101 


“ pLo Ay SULIT, 
dULT} V-UBOLIeULy UB 
““""SRISIVAQ UROLeULy 
:SUOT}RIOdO OTFURT} V-SURLY, 


[VOL 


OyRg-SUBLL 


UBTIV MBH 
‘SUOT}BIIdO UBIIBMB 


JO.LIBO JO OUIBN 


6] sivah poosyf ay) bursnp pajonpuods suorpsado Ja1ssD9 10D Lof s1aiLioo Lp 02 Buinsoon fiprsqns pun find yumm aousagy 





£6E 
vel 
601 “I 
LR0 *t 
COP ‘T 
OFE 
RR 


£22 ‘T 
000 ‘T 
C20 ‘9$ 


L0 °S 
£68 ‘I 
116‘ 
601 ‘T 
80°? 
C6F ‘T 
OFF 

OOS 


£22 ‘T 
000 ‘T 
£20 ‘9$ 


< 
ROC 
OY 


O56 8 
IS8 ‘¢ 
ZFS “T 
601 
£28 
916 
68¢ “T 
b2h 
60T 


LO8 Ze 


[ZZ 
PSS 
PO 
ZOS 


TE0 
PFS 


6 
Cc 


I 


86) 


GG 
9O0L 
oIZ 
1OT ‘1 
6&2 ‘T 
PFS “L$ 


“S9}OUJOOJ 90g 


[810] 


Ss fo 
Iai 
‘suoTyRIedO Ja 


SUIDSIL MW 
ISBO,) ISd AA 
~“SBX9, | -SURL J 
~~ SUMING 
uy INes 
(49001, 7) [eVUeUTQUOD 
ul} | 
YIRZO 
[B1yUe,) YWoNnN 
YMC oWw 
[eijuegd oye] 
: J0rquoly 
[e.1]U9,) 
ezuReuog 
(uRd 
IV IV Ajs9umi0j) Auoyselpy 
SUOT}BIIdO BOTAJOS [v 


[8JO.L, 


U194SO AA 

poqruy 
~~ py4o AA SUBLY 
JSUMUIION 
JSvoyIION 
[BUOIIBN 
7 UIOISVY 
ne ed 
[eqUsUTZUO,) 
[erTuoo, ) 
UIVYyINOS =? osBoIqD 
, ~-="""-TeqUdBy 
yrutig 
“UvdLIOULy 

:SOUITYONA} OIYsewu0Gg 





1 


£62 
0g 
£b% 


er 
82 

LOF 
0gZ 
9E% 
£1z 
6h 

vie 


$02 ‘T 
GSI ‘T 
£6L$ 


Apjsqng | 


69 ‘OT 


698 ‘b 
GZL ‘¢ 


oF 


or 
9¢ 


$08 ‘T 
L8é 
olz 
OFZ 
062 
£9 
SL 
8I 
821 


QJ AJOg 





9961 180A [BOST 


Aed [yeu 


82g “¢ 





622 ‘IT 


698 “F 
09¢ ‘9 


688 
09 
61Z 


Ost ‘T 
£08 
eI 
OF0 ‘T 
662 
SbF 
L9 
Zh 
OSI ‘T 


S8L ‘E 

SLE ‘T 
GLP ‘I | 
Z£6$ 








$92 ‘T 
681 ‘T 
666$ 





| osz ‘9 


Oot ‘T 
Org 
€1Z 
602 ‘T 
808 
O&F 
OL 
LOP 
262 ‘T 


£20 'F 





ZeP ‘I 
CLP ‘T 
QIt ‘I$ 





Apisqns 

pus Aed 

[}8Ul 90] 
-AJOS [BJO], 


| 





Apisqng 


Aed [yeu 
eo} Alog 





Apisqns 

pus Aed 

[}BUl 99} 
-AJOS [BJO], | 


SS6I IB0A [BOST | 


¥89 


082 





1¥Z 
fbr 


St6 ‘b 


9ST ‘T 
16 
ZRP 
ZEL‘T 
Lz 
Ose 
9g 
ZhE 
190 ‘T 
16€ ‘€ 
198 ‘T 


698 
Sgr ‘I$ 


Apisqng 


F961 IVOA [OST 





26S “I 


LZ 
61Z 
18% 
9S@ 
6& 
49 


Aed [yeur 
eo} Al8g 





19% 
6LP 


Leo ‘9 


Org 
SIL 
£68 
608 
Lit 
0L 


162 ‘I$ 


i= 


28I ‘Fz 


689 'F 
£00 ‘T 
6E 
ZFS 
ZIT ‘I 
19% 
ore 
g¢ 
Loe 


616 
922 ‘E 
18 ‘T 


eel 
Zbl ‘I$ 


| 922 ‘8 


| 692 ‘¢ 


a! 


692 ‘f 


200 ‘¢ 681 ‘6 


| 298 ‘9 
' 


L08 ‘T 
| L0€ 
| 228 
| OLE ‘T 
| L08 


88f 
OL 
LOP 
bE ‘T 





Apisqns 

pus Aed 

[Bur 90} 
-AJOS [840,], | 





Apisqng 





Apisqns 
pus Aed 
[eur 907 


Aed [jeu | 
oy AIIg 


~AJOS [840], | 


E961 IV9A [COST FT 


~~ pO M SUBLy, 
dU V-UbIIEMIy uBg 
‘SUOT}RIOdO OTULI} Y-SUBL], 


~~" ""T870.L 


oye g-suBly, 
~-""“UBTIBM BA 
‘SUOTIRIOdO UBIIBMEH 


1710, 
“UOT AA 


“aA004 
~“WIOYVWON oped 


“"""""pazyVpl[Osuog UseyION 


SIT 

“BAOPIOD 

~- srg 

“-[BISBOH BYSBLY 

““SOulLTy ByselLy 
‘SUOTIVIIdO VYSCTY-BI}UT 


T8301, 
“BYSPTV-UBOJIOULY Uv 
UIOYWON Oped 


SOUTLILY BYSeLy 
{SUOT}BINdO VYSBLY-SeIBIg 


410] 11B0 JO OUIVNT 





[spuvsnoy} Uy} 


penunu0g—g¢-or6] sive poosy ay? Burinp payonpuos sucyniado 1attip9 110 LOf 81at1i09 410 0) Burnsoon fipisqns pun find jipw ao1asagy 





*SUOTPEIIdO 4OBVIZUOD IBAA y 
“00S$ UBY3 SSO’T » ‘OLIOI-A “ON Jep.0 “9céI ‘6 “Id Vy JO WISIaP Josyo Ss, puvog popol 03 peysn[py ¢ 
*“JOpsO 9}BI [] BUI S,[eIIdeVO UT peuTe}JUoD e[NUIIO; 9y} YIM *Aed [JBUI VTAIOS SB popVussep SVM aOT}RSUIdUIOD [T BUI eY4 JO [[e 
gouLpl0008 Uy Aed [J] eur ZuUTINAdUIOO UT JUSeITZIVdeG BDO 3sOg Aq JUOTIASN[ pe syoyoy » SJof1ivo sey} Aq poptAoid yoA JOU SBM BOTAJOS JasUaSsed UIYM ‘poylJed sty} Zuyang | 


| | 


l l | 
LES “eb | 69 “09 | 992 “EOI SOs 24 §6| 899 'S¢ pLI G01 pIE b9 =| LOSS | 198 ‘611 | 688 “co LL8 “€9 992 ‘6IT ‘ ~~ SIOPLLIBO [[B [830.7 


ZL ‘PI | 208 “2Z 66 ‘It 6hL‘8T | L20°S% 9LL “th 062 “EE 6£0 ‘IZ 628 “$9 | 299 ‘OF 029 ‘8ST Z8I “6S | ~~~ suoljBi0do [BI10}{110} pus 


| | | | ‘SBOSIBAO [BUOTZBUIOIUT [BIO] 
| 278 ‘Sz | #8¢ ‘09 “SuoT}B19dO OIYSOTIOp [B10], 


960 ‘62 22L ‘ZE | LI8 ‘19 Ce a | L6E $20‘TE =| 800 ‘FE ZE0 ‘Sg 


‘eI | 126 ‘ST | 269 ‘SI Z — [2}0,L 





| 


6ee “9 | 818% LSI 6 SST ‘OL | 262% | OIL ‘ST Zz 


9ZL ‘T 820 ‘9 £69 ‘T TSP ‘IT 069 ‘T TZT ‘81 | OIL ‘IT | 000 ‘ET “UBJLIOWY Ue y-uvoeuy ueg 

ele 00¢ “I 00€ Z8I ‘% 0ZE Z0E ‘% ZOE % ; oe ~~~“ B1BBUB J 

62 62 : ee ——— a 9% : ““--(BqNO) TRUOTIBN 

eee eee ~ | oe “| @ge age “| 9€ ; “(OO1Y OFION) W94sey 

el | ¥8 e Ig FOI POI ee ; ; St BIPd 

al ra | I SI 9g ; “-"(Bpnulieg) [BIuO[OD 

81 49 91 tI 201 ‘ t re ===" TBIGGMeg 

goz 990 ‘T 98% 064 608 ; ee! re 

82 82 7 ¢8 gs $ ~--""- (OOIxe PT) UBOLIEULY 
‘SUOIZBI0dO UBOLIOULY UT}e’T 








O1z ELI ‘ZI 9EF ‘Fb ree [830.L, 
8Zb 8Zb § meat | og perene int ae PLE “==="==""= (UBB MEH) Poyuy) 
€40°9 £F0 9 | | ; 906 ‘¢ C6 “€ |} TOS O8Z ‘8 | €tl ‘e £6 ‘II ~ OY NBq-UwoLiouly Ub 
OFFS OFF ’S | She E 8b *% 990 ‘T | bie £68 “€ 666 ZS “Fb 7 }SO0MY4IO NN 

| suoryes0do OYIOBg-SUBL TL, 


116 ‘IT 116 ‘TT | 990 ‘¢ 

















856 


SUMMARY STATEMENT SHOWING NET WORTH OF CARRIERS FOR PERIOD 
BEGINNING 1938 


Mr. Tuomas. I want another table showing the financial statement 
for the last 10 years—and some of your carriers may not be in at the 
beginning for the full 10 years- Al particularly remember Eastern’s 
financial status in 1937 and 1938. But bring it down, say, for the last 
10 years showing their financial status. 

What kind of statement do you require each one of them to file with 
you now on an annual basis? 

Mr. Rornu. A full balance sheet and profit-and-loss statement with 
supporting detail. 

Mr. Tuomas. A full balance sheet. What do you mean by that? 

Mr. Roru. A statement setting forth in summary form with the 
various types of breakdowns all of the assets and liabilities. 

Mr. THomas. Do you have a column showing net worth ? 

Mr. Rorn. Yes, sir. 

Mr. Tuomas. Let us take this figure back at the beginning of the 
act for the companies showing what their net worth was the first year 
that they were certificated and then bring them right down to date. 

Mr. Gurney. Is that all, net worth, or the whole balance statement ? 

Mr. Tuomas. The net worth will show what they were before they 

arted operating on a subsidy and what their worth is today. 

Mr. Roru. There was subsidy before 1938. 

Mr. Tiromas. When did the act go into effect ? 

Mr. Rorn. 1938. 

Mr. Thomas. Start with the act and bring it down to date. There 


will be some you have to pick up, say, in 1944 and 1945, because they 
were not 1n. 
(The information requested may be found in the appendix, p. 1011.) 


BREAKDOWN OF CARRIER REVENUE FOR PERIOD BEGINNING 19388 


Mr. Thomas. By and large, when you figure your rates, not neces- 
sarily the subsidy or your mail rates, what part of the overall income 
of the carrier generally now goes back to subsidy and war rates? Is 
it around 14 to 15 percent? Eighty-five percent goes in from pas- 
senger rates and freight rates. 

Mr. Mutnican. I can give you total figures. I have one as far 
back as 1940, all of the ¢ arriers asa group. 

Mr. Thomas. What part of all of the carrier’s gross income is from 
subsidy: is it 15 percent or 10 percent or 5 percent 

Mr. Mvuriean. As of right now it is 2.9 percent. 

Mr. THomas. Give us a table since the act has been in effect showing 
what that is—freight, passengers, mail, subsidy, four columns. Do 
you have that? 

Mr. Mutuiean. If we have it, we will be glad to furnish it. 

(The information requested may be found in the appendix, p. 1030.) 
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DETERMINATION OF FARE SCHEDULES 


Mr. Tuomas. In figuring the passenger schedules, the fare 
schedules, what yardstick do you use and how often do you figure out 
that vardstick ¢ 

Mr. Roru. First, under the Civil Aeronautics Act, the Board does 
not set the fares. The carriers set their own fares by filing of a tariff 
with the Board. 

Mr. Tuomas. But you have to approve it; and by approving it you 
set the fares, the rates. 

Mr. Rorn. In the international field —— 

Mr. Tromas. Am I right or wrong? 

Mr. Roru. Yes and no. You are right in one area and wrong in 
another. Domestically the Board has the opportunity to suspend the 
tariff if it believes the rates are unreasonable. Internationally the 
Board ved not have power to suspend a rate it regards as exorbitant. 

Mr. Tuomas. We understand that. That is only 5 percent of the 
gross revenue of the carriers or less than 5. How often do you scruti- 
nize these rates? In fact, the General Accounting Office indicates in 
their report that you do not do it quite often enough. 

Mr. Roru. Sir, I think that 


REVIEW OF PERSONNEL STAFF AND DUTIES OF RATES DIVISION 


Mr. Titomas. You have done more talking than everybody here. 
What is your name / 
Mr. Rorun. Irving Roth. 


Mr. Thomas. What is your job / 

Mr. Rorm. Chief of the Rates Division. 

Mr. Tuomas. Civil-service status ¢ 

Mr. Rorm. Iam in the career civil service. 

Mr. THomas. What is your grade ¢ 

Mr. Rorn. Grade 15. 

Mr. Tuomas. How many people do you have in your section / 

Mr. Roru. In the Rates Division I have close to 70 people. 

Mr. Tuomas. What is your job? 

Mr. Roru. Iam responsible to the head of the Bureau of Air Oper- 
ations for making recommendations in the entire—— 

Mr. THomas. Who is your Bureau chief? 

Mr. Roru. Joseph H. Fitzgerald. 

Mr. Tomas. Where is Mr. Fitzgerald ¢ 

Mr. Riziry. He is testifying before a Senate committee. 

Mr. Tuomas. You have a Rates Division? Who is the chief of the 
Foreign Air Division / 

Mr. Rorn. Joseph Watson. 

Mr. THomas. Alaska liaison office; who is head of this Routes and 
Carriers Relations Division ? 

Mr. Rorm. John Dregge. 

Mr. THomas. He is Director of the Bureau ? 

Mr. Rorn. No, sir; Joseph H. Fitzgerald is Director of the Bureau. 

Mr. Tuomas. Where is he? 
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Mr. Riziey. He had to go before a Senate committee to testify 
today. 

Mr. Tuomas. What is his rating in civil service? 

Mr. Rorn. Grade 16. 

Mr. Tuomas. Yours is 15? 

Mr. Rorn. Yes, sir. 

Mr. THomas. What is your job! Is your job to set these rates for 
all these carriers ? 

Mr. Rorn. My job is to advise the Board as to all policy matters 
affecting passenger and freight rates, also to supervise the processing 
of all mail-rate proceedings, including both service mail rates for 
transportation of mail and subsidy. 

Mr. Tuomas. Your job, then, is to work out the details and make 
recommendations to the Board about all these rates / 

Mr. Roru. Yes, sir. 

Mr. TxHomas. You have how many people under you? 

Mr. Rorn. Approximately 70, including the tariff staff. 

Mr. Tuomas. Through your work you lay the groundwork, we will 

say, for the Board to dispense how many dollars in fiscal year 1956? 

Mr. Muican. $41 million. 


LOBBYISTS 


Mr. Tuomas. At a grade 15. How many lobbyists do you have 
rooming and boarding i in your office ? 

Mr. Roru. I believe that we do not have business with lobbyists. 

Mr. Tuomas. What do you call them? I am trying to sympathize 
with you, my friend. With your job at the head of 70 employees, you 
have some knowledge of the way Government operates. I presume 
every carrier has at least a half dozen employees whose job it is to 
impress upon you and your employees that their subsidy check is far 
too small and that their rates are such that they are constantly losing 
money and therefore ought to be increased. 

Mr. Ror. I would not take issue with that statement. 

Mr. Tuomas. And yet you do not have any lobbyists rooming and 
boarding with you ? 

Mr. Roru. Idid not mean it in that sense. 

Mr. Tuomas. Is any record kept in your office or any office of the 
other key employees as to the number of visits a day that are made by 
the lobbyists into your office? Do you require them to register and 
do you have a record of them ? 

Mr. Rorn. Speaking for myself, I do not. 

Mr. Tuomas. You are not the Commission. I wonder if the Com- 
mission does and whether that applies to your office or the other 
offices. What about it, Mr. Chairman ¢ 

Mr. Riztxy. If you want to use that term “lobbyist” 

Mr. Tuomas. If you know a better term, use it. 

Mr. Rizixy. I do not know of a better term. 

Mr. Tuomas. We will use it then. 

Mr. Rizitey. They are there frequently. 

Mr. Rooney. I take it you mean people interested in extracting 
mazuma from the Federal cash drawer ? 

Mr. Yates. Or information. 

Mr. Riztey. You are right. There is no doubt that—— 





859 


Mr. Tuomas. Is not the traffic awfully heavy in and out of the offices 
there by people interested in rates? Certainly it is not John Public, 
who will buy a ticket.. He does not come. 

Mr. Riziey. Never. 

Mr. THomas. Do you have a record of the subsidized carriers whose 
duty and whose job it is to come in and represent the carriers? If you 
do not you certainly ought to have a list and that list ought to be sub- 
mitted to this committee at least once a year so we can take a look 
at it, too. 

Mr. Riztry. I think that is not a bad suggestion. Of course, we have 
frequent v isits from the airlines, no question about it. 


SUPER GRADES 


Mr. Fioop. Maybe they are standing out in the hall. 

Mr. TuHomas. How many super grades do you have? 

Mr. Mutuican. We have two 17’s. 

Mr. Tuomas. Who are they ? 

Mr. Muuuican. The Executive Director of the Board, and the Gen- 
eral Counsel of the Board. The Director of the Bureau of Air Opera- 
tions is grade 16, the executive assistant to the Chairman is grade 16, 
and the Associate General Counsel is grade 16. 

Mr. Tuomas. And the man who makes the recommendations for 
expenditure of all this money is a 15. 

Mr. Mutuiean. I would like you to ask that question of the Civil 
Service Commission. We have tried and tried and tried without avail 
to get additional super grades. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


PERSON NEL INCREASES AUTHORIZED IN 1956 


Mr. Tuomas. I notice last year you had 48 increases in personnel 
and you want 25 this year and it was my understanding that you 
were going to strengthen your 2 activities. One was your auditing 
activity with your increase in pemmnens last year. I notice you only 
allowed an increase of about 2 out of that 48, and the other increase 
was in the area of rates. 

How many did you add to your rate division out of your 48 ? 

Mr. Moturean. Eight. <A total of 23 positions were added to the 
audit activity. 

Mr. Tuomas. I read twoa while ago. Where is that where you add 
23? 

Mr. Mutuican. I have a table in my book here, but I think the 
figures are in the document. 

Mr. Tuomas. I read two. I hope what I read was wrong because 
it should have been more than two. 

Mr. Gurney. May I say something off the record ? 

Mr. Tuomas. Yes. 

(Discussion off the record.) 
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COMPARISON OF 1955 AND 1956 PERSONNEL STAFFS OF FIELD 
AUDIT ACTIVITIES 


Mr. Muuiiean. Following page 15 of the estimates there is a table 
that shows the comparison of positions between 1955 and 1956; it 
shows field audit activities in 1955 as 33, in 1956 as 56, an increase 
of 23. 

RECOMMENDATIONS OF GAO CONCERNING RATES 


Mr. Tuomas. Senator, do you intend to make a study of your rates 
along the line that the General Accounting Office suggests ? 

Mr. Gurney. I do not know whether the Board will vote that way. 

Mr. THomas. Suppose we help you make up your mind and write 
something in this bill. You ought to have done it 3 or 4 or 5 years ago, 
in my judgment. 

Mr. Gurney. All right. I think, if you had been down there as I 
have, that you would say that we made a judgment on rates every 
time we considered a mail-rate case, a subsidy case, or any other kind 
of case because we have constantly before us 

Mr. Tuomas. Let. us stay with the traveling public who pay for that 
ticket every time they get on the airplane. ‘That is 85 percent of the 
business. What about those rates? That is what the General Ac- 
counting Office recommends you do. 

Mr. Gurney. Right. But up until this time, this period when we 
have a good, successful number of- 

Mr. Tuomas. Greatest era in the industry. 

Mr. Gurney. It has the airlines in such shape that they are possibly 
in the position, and the evidence might prove possibly that fares could 
be lowered. 

Mr. Tuomas. Are not all the big ones rich, and when they started 
they came to the Board, hat in hand and hat empty and now the hat 
is Full? d 

Mr. Gurney. That is right. 

Mr. Toomas. How did they make it 

Mr. Gurney. Increased use of airplanes by the traveling public. 

Mr. Tuomas. That is right. 

Mr. Gurney. And the lower seat-mile cost. 

Mr. Tuomas. John Public paid for the airports, everything, and it 
looks like John is entitled to a break. 

Mr. Gurney. Right; every break we can give him, but in order to 
get these—— 

Mr. Tuomas. Will the Board make an intensive study of this as 
recommended by the General Accounting Office without any further 
nudging from the committee ? 

Mr. Gurney. I am sure that the Board will consider carefully, as 
soon as we get our new Board together, all the recommendations from 
the General Accounting Office, and if the information brought to us 
at that time warrants votes in favor of investigation 

Mr. Tuomas. If it does not warrant it on what you see today 

Mr. Gurney. In 1953 I voted against a general fare investigation. 
I felt the airlines had to get in position to buy these modern airplanes 
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and lower the seat-mile cost and I think the judgment of that time 
has been borne out as correct because we have provided more air 
planes, lowered the seat-mile cost; we have the airlines in position to 
buy the new jet planes. 

Mr. Tuomas. As far as I am concerned I disagree. I think you 
should have done it. As the gentleman from New York pointed out, 
whenever you can get a carrier willing to reduce the rate regardless of 
whether he lives up to the technical point of the act, unless the viola- 
tions so vastly outweigh the economics of the situation, it seems to be 
good national policy to turn him loose. If he goes broke you will have 
him in your lap anyway. 


STATEMENT SHOWING NUMBER OF OFFICERS AND DIRECTORS OF AIRLINES 
RECEIVING MORE THAN $25,000 PER YEAR 


Getting back to the question of how you arrive at whether this 
carrier is being amply compensated, I notice you made a regulation 
that the small- -town operators cannot pay the officers and directors more 
than $15,000 to $18,000 a year. Some of the big operators, you let 
them pay $60,000 to $65,000 a year. Will you give us a table showing 
for the fiscal years of 1955 and 1956 the salaries of all of your certifi 
cated carriers, the number above $25,000 a year; do you understand ¢ 

Mr. Mutuican. Yes, sir; calendar year or fiscal year ? 

Mr. Tuomas. Either one. 

Mr. Mutuiean. All right. 

Mr. Rorn. Calendar year is most readily available. 

(The ana ition requested may be found in the appendix, p. 1030.) 

Mr. Tuomas. Do you have any information offhand as to how many 
people Eastern pays $60,000 a year salary ? 

Mr. Mutxican. Yes, we would have that. 

Mr. Thomas. Do you have it available now ? 

Mr. Mutxiican. Not with us here today, but we have it in our 
records. 


RELATION OF RATE STRUCTURE TO PURCHASE OF NEW EQUIPMENT 


Mr. THomas. One reason you have not been prone to look at the 
rate question was the idea of keeping the rate structure high so they 
could buy new equipment. 

Mr. Gurney. That was my opinion. 

Mr. Tuomas. The question of equipment is one that certainly irks 
me and has for a long time and I am far from being an expert 
traveler by air. 

I have seen Eastern Air Lines in my town, they will have a flight 
scheduled to get out of there at cea 3 or 3:30 in the afternoon 
and maybe they will take off at 7 or 7: 30 that night. They well know 
in advance they are not going to ts ain off. They have a list of pas- 
sengers there, but they do not call, so the upshot is that cash- paying 
customers cool their heels for 4 hours while Eastern Air Lines is pre 
paring its equipment. Whose time is he repairing that equipment 
on? It ison the traveling public’s time. 
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That raises a question of spare parts and equipment. What is the 
policy of CAB in that regard? Eastern will fly out of New York 
in the morning to Houston, Tex. They will get down there and are 
supposed to w ait 30 or 40 minutes or an hour and fly that same plane 
back to New York. There is no spare plane in Houston. If it gets 
out of order and needs repair it sits there and it is repaired on “the 
traveling public’s time. 


BOARD’S POLICY ON SPARE PLANES AND PARTS REQUIREMENTS 


What is your policy about spare parts and spare planes to prevent 
the waste of John Public’s time? Of course, Eastern is repairing 
that plane, not on Eastern’s time but on 75 or 80 people sitting there 
that bought their tickets. What is the policy? 

The Senator said a while ago that the reason he is not going to 
favor reducing rates is he wants them to buy new equipment. They 
have amortized that equipment 4 or 5 times already, have they not? 

How much are you going to make them buy in spare parts soa 
John Public will not have to give another subsidy ? 

Mr. Gurney. On that particular question, answering for myself, 
the answer is by certificating other lines to give them competition 
into Houston and Washington and New York. 

Mr. Tromas. I think the Board did a fine job. You did a great 
public service. I know all of you are trying to do that job and I 
think by and large you have done it. I want to give you full credit 
for that. I hope you give them good, healthy competition all over 
the country. 

Tell us about this equipment. 

Mr. Gurney. Speaking for myself, again, in some places the Board 
gave them too much competition. But that is neither here nor there. 
It isa matter of judgment. 

Mr. Riztey. If you are asking me about the policy I will have to 
say that the policy is exactly the same now as it was in March, 1955, 
when I went on the Board. What the policy is I will have to let 
some of these other gentlemen say. 

Mr. Tuomas. What is the policy? You should have one. 

Mr. Gurney. On equipment ? 

Mr. Tuomas. Yes. 

Mr. Gurney. Our policy, I can only speak for myself, is that the 
cities and traveling public can petition the Board for adequate service. 
If adequate service is not given, it is up to the Board, an obligation of 
the Board, to see that adequate services is given. 

Mr. Tuomas. That is very indefinite. I was in the city of Atlanta 
trying to get out of there and 

Mr. Gurney. The Board has issued an order, in the process of being 
commented on by the industry, to require publishing realistic schedules 
and realistic schedules must show a departure and arrival time within 
5 or 10 or 15 minutes of the time they put down in their timetable. 
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Mr. Tuomas. Allright. I want to give a good example. 
Mr. Gurney. That has not been adopted | yet, but it reflects Board 
policy. 


RESPONSIBILITIES FOR ENFORCEMENT OF REALISTIC TIME SCHEDULES 


Mr. Tuomas. I can testify to this. In Atlanta the temperature was 
nice—summertime. We got out on the plane, we got inside the plane, 
and [ assure you it was 15 or 20 degrees hotter in the plane than on the 
outside. We sat there for a cool 30 minutes without moving a peg. | 
finally called the little stewardess and asked “What is holding up the 
deal?” She said, “We are not ready to go. We are waiting for a 
couple of bags. A gentleman got on and they have not arrived.” 

Do you see that these people take off according to schedule if they 
are physically able and it is safe for them to take off? What rules and 
regulations do you have? 

Mr. Gurney. We do not have the staff to police all those things 
nor do we have authority 

Mr. Toomas. The Civil Aeronautics Administration is there—hun- 
dreds of employees; you have some there. 

Mr. Gurney. We do not have the author ity to assess civil penalties 
for bad operation of an airplane—we have asked for that. 

Mr. Tuomas. General Campbell at the General Accounting Office 
recommends you be given that authority. 

Mr. Gurney. That is right. 

Mr. Tuomas. I join him. 

I talked with an airport operator and he told me, “I cannot do 
anything about it.” I said “Why do you not talk to the employees 
of CAB and CAA?” He said, “They do not stick around but a few 
months until they are usually on the side of the carriers.” 

Mr. Riziry. We have very few employees in the field. CAA has a 
great number. 

Mr. Tuomas. Do you have any rules about constantly reminding 
your employees out in the various field stations that after all, even 

though their contacts are with the carriers, that they are employees 
of the United States Government and not of the carriers? 

Mr. Gurney. It is pretty well known that if we get a complaint, 
such as you talk about and those related this morning, we give it to 
our compliance office. We ask the airline to give a written report to 
the Board as to why this or that happened. 

We get the report ; they tell us their reasons. 

Mr. Tuomas. What do you plan to do about your requirements on 
this new equipment in the way of spares and extras? 

Mr. Gurney. We have no specific policy on that, but rather the gen- 
eral requirement of adequate service. 

Mr. Tuomas. You are 15,000 or 17,000 feet high and an engine 
blows out of an Eastern Air Lines plane. We go into Atlanta and we 
sit there 4, 5, or 6 hours, and they have to bring in a plane from Chi- 

cago. They don’t even have one in Atlanta. What is wrong wit’ an 
operation like that? The Board has authority to see to it that they 
have more equipment. 
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Mr. Gurney. I got on an airplane in London a couple weeks ago. 
Nine o’clock at night they didn’t take off, and didn’t take off until 
about 11:30. We arrived in New York 28 hours late. I was tickled 
to death that they made the repairs on the ground. 

Mr. Tuomas. We will not argue with that. Of course nobody wants 
to get into a sick plane. That is not even germane. 

Mr. Gurney. That wasa new plane, Mr. Thomas. 

Mr. THomas. Why should you have to wait 28 hours? 

Mr. Gurney. They didn’t have a spare plane there. 

Mr. Tuomas. That is what we are talking about. What does the 

Civil Aeronautics Board do about questions of spare equipment and 
extra equipment ! 

Mr. Gurney. In this case they had the spare equipment but it took 
4 hours to put it on. 

Mr. Fioop. They could be cited and told Atlanta would be canceled 
unless they improved the service. 

Mr. Tuomas. They should buy new equipment to take care of their 
increased, growing need and should have a cushion there so John Q. 
Public doesn’t have to wait. He is paying a good price as it is with- 
out penalizing him extra, and it is a penalty on him to wait 4 or 5 hours. 

Thank you very much, and good luck to all of you. 

Mr. Chairman, I hate to see you leave, but we wish you well. When 
we get to your jurisdiction I hope you will remember the fact that your 
authority is higher. 

Mr. Fioop. Good luck to you, Mr. Rizley. 


GRANT OF CERTIFICATE TO GERMAN LUFTHANSA AIRLINE 


Mr. Roonry. How does the Board figure that it helps the subsidy 
picture by granting a certificate to German Lufthansa on a route from 
New York to Mexico City and South America? 

Mr. Riziry. I will refer that question to Senator Gurney. He was 
a member of the negotiating team. 

Mr. Gurney. That question has been gone into deeply, as you know, 
by 

Mr. Rooney. I saw something about it in the papers again recently. 

Mr. Gurney. That is right. The United States for its carriers got 
beyond Germany rights in 5 or 6 directions. We had to give Ger- 
many one beyond New York right outside of the United States. The 

reciprocal rights, I am sure, in ‘that negotiation accrued to the advan- 
tage of the United States. 

Mr. Tuomas. I hope you give KLM the rights here. We are spend- 
ing five or six millions a year there. 

Mr. Preston. Mr. Yates? 


SUSPENSION OF RATES 


Mr. Yares. I would like to follow up on some questions of Mr. 
Thomas with respect to the fixing of rates. You stated that the Board 
now can suspend rates which it considered to be exorbitant. How 
many such suspensions occurred last year 

Mr. Rorn. We had the figures in the budget submission. It is 
about 100. 
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Mr. Yates. Out of how many requests ¢ 

Mr. Roru. Close to 20,000 a year. 

Mr. Yates. Is it your Dep: irtment that reviews the tariffs? 

Mr. Roru. Yes, sir. 

Mr. Yates. Suppose you suspend a rate? What happens after 
that? Are you then required or is het ‘arrier required to justify the 
rate or are you required to justify the suspension ? 

Mr. Rorn. The Board can only suspend a tariff for 2 periods each 
not to exceed 90 days. During that time we must hold a formal heat 
ing and take evidence on the question of the lawfulness of the pro- 
posed tariff. In between the carrier on the one hand and the inter- 

vening carriers on the other, and the Board’s staff introduce evidence 
and we decide what the lawful rates shall be. 

Mr. Yates. So when you state you have suspended 100 out of the 
20,000 filed, this doesn’t necessarily mean that the suspensions will 
stand; does it? In other words, as a result of the hearings by the Board 
the Board may decide to place into effect the tariffs as or iginally filed ¢ 

Mr. Rorn. That is absolutely correct, but in a more ‘typical case, 
after the tariff is suspended usually the carrier withdraws the tariff 
without a hearing. But if he wants to attempt to prove to the Board 
that the rate is reasonable, he has to go through the hearing. 

I would like the opportunity to correct the figure when I get back 
to the office, the figure of 100, It is probably higher. 

Mr. MuLiican. 368 in 1955. Those were rejec tions. 

Mr. Yates. How is that different from a suspension ¢ 

Mr. Rorn. We rejected 368 for failure to comply with the Board’s 
regulations. It is strictly a technicality. 

Mr. Yates. That is not germane to the question, then ? 

Mr. Rorn. No. 

Mr. Yares. Has the CAB reduced fares on any of the trunkline 
carriers in the last year or two? 

Mr. Rorn. We suspended various fare increases filed by carriers. 

Mr. Yates. For trunkline operations? 

Mr. Rorn. Yes, sir. 

Mr. Yates. Within the last year? 

Mr. Rorn. Yes, sir; and within this year. 

Mr. Yates. Did the suspension stick ? 

Mr. Rorn. Yes, sir. In a typical case the carrier has withdrawn the 
suspended tariff matter and in the last 3 years, since the Board dis- 
missed the general tariff regulations, it has not permitted any fare 
increases at all by trunkline carriers. 

Mr. Yates. Has CAB established a fair rate for operations in this 
country based on a fair rate of return? You have not approved fair 
rate bases or rates of return for any carrier, have you? 


HOLD THE LINE POLICY ON DISAPPROVAL OF REQUESTS FOR RATE INCREASES 


Mr. Rorn. I think that is correct. The Board has pursued the hold- 
the-line policy of not allowing rate increases during the last 3 years. 
Generally speaking fare changes have been down. 

Mr. Yares. But that means as far as the Board is concerned you 
have not permitted any increases / 

Mr. Rorn. That is right. 
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Mr. Yates. This doesn’t mean necessarily the rates are not exorbi- 
tant, does it, the rates at which you are holding the line? 

Mr. Rorn. I think that is correct. 

Mr. Yates. This was the basis for the general fare investigation in 
1953, was it not, you thought it was time to check the rates? 

Mr. Roru. The gener ral fare investigation started in the spring of 
1952 when the carriers added $1 to the price of each ticket. The in- 

vestigation was started to determine whether the dollar increase 
should remain in effect, and, if not, what other changes in the fare 
level should be made. 

Mr. Gurney. In that spring of 1952 they also asked to abandon the 
round-trip discount which the Board did not accept. There was 
another one we also turned down. We only allowed the $1 ticket 
increase. 

Mr. Rorn. That is correct. 

Mr. Yates. But you never checked the rates. Is not the Board 
operating in the dark? You haven't tried to fix rates, you have 
not used the basic formula by which all public utility rates are fixed, 
namely, rate base and fair rate of return. 

It seems to me that it is essential that the Board should go into 
the matter of determining whether the rates being charged are 
exorbitant and that you do it as promptly as possible. 

Mr. Rorn. I think the Board testified before a subcommittee of the 
House Judiciary Committee last month that it is promptly going to 
look into this whole question of whether there should or should not be 
a general fare investigation. I am sure it will have the very prompt 
attention of the full Board. 


Mr. Roonry. Do we now have any assurance that there is going to 
be an investigation of fares? 

Mr. Riziry. I cannot answer that question. 

Mr. Roonery. Well, you are leaving tomorrow. 

You would approve it if you were to continue there, however; would 
you not ? 

Mr. Riziry. Yes, sir; I am in favor of it. 


VIEWS OF BOARD ON PROMPT FARE INVESTIGATION 


Mr. Rooney. I wonder if you could find that out and get some 
answer here on the record as to how those on the Board feel about 
having a prompt fare investigation ? 

Mr. Riziry. There are two members of the Board here. Do you 
want the answer now? 

Mr. Apams. I would be glad to answer for myself. I voted for the 
original fare investigation. Of course, that was a unanimous vote. 
All five members in 1952 voted for the fare investigation. The fare 
investigation did proceed for about a year, and we had reached the 
stage when exhibits were being introduced and presented to the 
examiner preparatory to the commencement of the hearing when 
the carriers petitioned the Board to dismiss the investigation. 

Mr. Yates. On what grounds? 

Mr. Apams. On the ground that the investigation would be bur- 
densome. 

Mr. Fioop. That follows. 
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Mr. Rooney. The stenographer might indicate at this point a great 
amount of laughter. 

Mr. Yates. There is no question about that, but is that not your 
duty under the law, to make such investigation ? 

Mr. Apams. I can only speak from my record in the matter. The 
petitions of the carriers are a matter of public record and are in the 
docket at the Board, in Docket 5509. They spell out in detail the 
reasons that the carriers thought the investigation should be sus- 
pended, and the fact that it would be burdensome was one of the 
reasons. . 

Another reason was that they did not think it was an appropriate 
time to reduce fares. But I will let those petitions speak for them- 
selves. 

I think it is important for this committee to know that a year later, 
when the Board voted 3 to 2 to dismiss the fare investigation, it was 
the fourth fare investigation that the Board has dismissed. 

Mr. Yates. Does this mean the Board never has completed one? 

Mr. Apams. That is correct. 

Mr. Yates. In what year was that, Mr. Adams? 

Mr. Apams. The last time we dismissed one was on April 23, 195: 

In the document I filed at the time, which is my dissent in Doc ket 
No. 5509, starting on page 8 of that dissent, I indicate the first investi- 
gation which was dropped, and the details, and on page 9 the second 
investigation which was dropped, and on page 10 the third investiga- 
tion which was dropped, and then the balance of the dissent is taken 
up with this last one which was dropped. 

I think I would like to read a paragraph if I may. 

Mr. Yates. Very well. 

Mr. Apams (reading) : 

In view of the fact that passenger revenues have accounted for more than &2 
percent of all revenues received by our trunklines in the last 14 years, it seems 
incredible to me that we have not yet carried through an investigation into the 
principles upon which passenger rates have been sporadically raised and lowered, 
and principles upon which the overall passenger fare level is justified. 

The document goes on in some detail for many pages explaining 
why I feel there should be such an investigation, but at the time we 
granted the dollar fare increase I was the sole Board member who 
dissented against that. 

ater I was joined by Member Lee when we dissented against the 
dismissal of the investigation, and, of course, what was said in the 
dissents has been of little value because no dissent carries any weight; 
it is only the Board order which is the document of significance. 

The first reference we have seen really to this dissent has cropped 
up in the report of the Comptroller General which was issued 
yesterday. 

Mr. Yates. Mr. Adams, do I take from all this that your answer 
to the question is that you would favor a hearing by the Board on 
the question of establishing just and proper fares ? 

Mr. Apams. Yes; and I have related these facts to indicate there 
has been no change in my position. I was for a fare investigation in 
1952. I was for the continuation of the fare investigation in 1953 
when it was dismissed, and should the question come up again I am 
for a fare investigation. 
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Mr. Yates. How do the others feel ? 

Mr. Bow. I raise a point of order. I don’t think it is fair or proper 
for this committee, which is an appropriations committee concerned 
with appropriations, to ask members of a quasi-judicial board how 
they will vote when a matter comes before them. 

Mr. Yates. I asked him his opinion. 

Mr. Bow. I think it is improper for us to try to get these men to 
say that. We have been doing that all day. 

Mr. Preston. Mr. Bow has made a point of order. 

Mr. Yates. May I reply to it? 

Mr. Preston. I will be glad to hear you. I hope you will be brief. 

Mr. Yates. As I understand the purpose of this hearing is to 
provide funds for a regulatory agency. I believe it is proper to 
Inquire concerning what they are doing with respect to supervising 
service and fixing fares of the carriers. I think that is our function. 
The amount of funds we should provide may well depend upon what 
the Board proposes to do in considering rate and service questions. 

It may be that if they propose a major investigation they will need 
more money. We should provide them with it. If they do not pro- 
pose any investigations, they will need less employees and less money. 

Mr. Rooney. May I be heard on the point of order ? 

Mr. Preston. Yes. 

Mr. Rooney. I must say that the gentleman from Ohio has a great 
deal of merit in his point of order. I would not insist that a member of 
this Board answer the question. 

Mr. Yates. So would I. He does not have to reply if he does not 
want to. 

Mr. Rooney. However, I see no harm in inquiring as to whether he 
would volunteer an opinion. 

Mr. Fioop. May I be heard on the point of order, Mr. Chairman ? 
T would like to join with the gentleman from New York. I think, inso- 
far as this committee would attempt to force an answer, I think the 
gentleman from Ohio is quite correct. 

Insofar as we merely inquire as to-what they think, and since there 
is one Board member who has expressed an opinion, I am sure the 
others would be willing to express an opinion. They don’t have to 
and we cannot make them. 

Mr. Yates. It is a narrow question, but I think it is quite proper to 
interrogate the Board concerning its past activities and what it pro- 
poses to do under this appropriation request. 

Mr. Preston. In the first place, we have gone somewhat astray today 
in hearing this request. I think the point of order is well taken. 
Under no circumstances do I think we should question the intention 
or thinking of a quasi-judicial body. 

Mr. Yates. I agree with that in principle. The fact remains that 
we must find out what expenditures they intend to make. 

Mr. Preston. Since everybody seems to be in agreement on it I trust 
we will try to avoid any questions which will attempt to elicit any 
answer which would in a sense reflect what may or may not be the 
opinion of a member of the Board on a matter which may come be- 
fore it. 

Mr. Fioop. Then if the member who did answer wishes to have his 
remarks stricken from the record with regard to the question asked by 
the gentleman from New York, he may be permitted that right. 
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Mr. Apams. My remarks are already a matter of public record. 

Mr. Preston. Mr. Yates, you have the floor. Please try not to cover 
subjects which have been heretofore covered. 

Mr. Yates. I don’t think I have done that. 

Mr. Preston. You have taken ample time, Mr. Yates. We must 
divide the time with the gentlemen on the left in an equitable manner 
and we have not done it thus far. Please bear that in mind. 

Mr. Yates. This is a subject that needs time. I insist I have ad- 
hered to the justifications. 

Mr. Preston. Let us be considerate of each other and try to divide 
the time equitably. 

Mr. Yates. Who represents the public interest at your hearings on 
rate matters? I speak now other than the Civil Aeronautics Board. 
Do you have representatives from municipalities, States, and National 
Government ¢ 

Mr. Riziry. That is right. 

Mr. Rorn. We have had representatives of other Government agen- 
cies, traffic leagues, and so on. 

Mr. Yates. If you had a question before you of an increase in rates 
between the cities of Chicago and New York, would you give notice 
to the corporation counsels of each of those municipalities of such 
hearing ? 

Mr. Rorn. They would receive notice. 

Mr. Yates. So they can appear and protect the public interest ? 

Mr. Rotn. That is right. 

Mr. Gurney. Our Bureau counsel would come in and represent the 
Bureau of Air Operations. It is his job to represent the public. He 
asks questions of the carriers, also. That is the Bureau’s job. 

Mr. Yates. One question with relation to what Mr. Thomas asked 
about the supergrades. You stated you requested supergrades from 
the Civil Service Commission and had been rejected ? 

Mr. Mutuiean. Yes, sir. 

Mr. Yates. For what reason were you rejected ? 

Mr. Preston. The witness answe red that question fully, Mr. Yates. 
He said the Civil Service Commission had so much to go around and 
couldn’t reach them. 

Mr. Yates. How long does the average certificate case take? Have 
you statistics on that? 

Mr. Munxican. No, sir. We have no meaningful statistics on aver- 
ages. There is such a great variation among the cases. 

Mr. Yates. Some last years? 

Mr. Mutxican. That is right. 

Mr. YAtTrs. What is the shortest period ? 

Mr. Murxican. Six months, perhaps. 

Mr. Brown. It can be even less than that. It depends on the com- 
plexity of the case. Some have been as short as 2 or 3 months. 
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Mr. Preston. Thank you very much, gentlemen. 


THourspay, Aprin 12, 1956. 
SMALL BUSINESS ADMINISTRATION 


WITNESSES 


WENDELL B. BARNES, ADMINISTRATOR 

W. NORBERT ENGLES, DEPUTY ADMINISTRATOR 
DONALD A. HIPKINS, DEPUTY ADMINISTRATOR 
ROBERT H. MONTGOMERY, DEPUTY ADMINISTRATOR 
JULES ABELS, ECONOMIC ADVISER 

PHILIP McCALLUM, GENERAL COUNSEL 

KEITH L. HANNA, CONTROLLER 

PAUL S. HOWELL, CHIEF, BUDGET DIVISION 


SALARIES AND EXPENSES 


Program and financing 


| 
| 1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
1. Procurement and technical assistance | $1, 728, 000 $1, 890, 000 
2. Financial assistance: 
(a) Direct lending 2, 915, 067 | 3, 633, 000 3, 710, 000 
(>) Other ee ail an ‘ 332, 645 400, 000 400, 000 
3. Liquidation of Reconstruction Finance Corporation % 
| ac ee eee eres awbdgdactnnse 631, 489 | 570, 000 | 


Financing: c 
Advances and reimbursements from other accounts._._...| —3, 307, 857 | 
4, 494 | 


eas 28 ek oes | 5, 673, 277 | 





Appropriation . 
Proposed supplemental due to pay increases. ...............-- 
Reappropriation 
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Obligations by objects 


Object classification 


Total number eee positions _-- 
Full-time equiva 

Average number of all employees. -- 
Number of employees at end of year 


A verage Salaries and grades: 
General schedule grades: 
Average salary...........-- : 
Average grade. ...........- 


Personal services: 
Permanent positions. - 


Positions other than perm: snent_..____- 


Regular pay above 52-week base 
Payment above basic rates. 


Other payments for personal services 


Total, personal services 
Travel..__- 
Tre ansportation of things_- 
Communication services. 
Rents and utility services_.......-- 
Printing and reproduction - --- acone 
Other contractual services. 


Services performed by other agencies_. 


Supplies and materials_- 
Equipment 

Grants, subsidies, and contributions- 
Taxes and assessments. ---- 


ent of all other positions-___ Oe 


1955 actual 


61, 77 

17, 632 
21, 55¢ 
13, 587 
4, 755, 938 
204, 478 
5, 922 
147, 043 
21, 127 
46, 314 
137, 964 

180, 568 | 
49, 583 
19, 803 
89, 450 
, O87 


1956 estimate 


5, 995 
3, 625 
9, OSD 
5, 000 
), 000 


5, 184, 300 | 


395, 000 


9, 200 | 


175, 200 


10, 300 | 


77, 900 
167, 700 
64, 000 
69, 900 
45, 000 
113, 500 
19, 000 


1957 estimate 


837 
816 
837 


$6, 646 
GS-8.9 


$5, 412, 000 
38, 000 


5, 450, 000 
387, 500 
8, 000 
161, 400 
2, 300 
92, 900 
65, 400 
71, 100 
62, 300 
34, 700 
142, 600 
21, 800 


Total obligations... .-- ‘ cabdghaedtieene ots 5, 673, 277 6, 331, 000 6, 500, 000 


Budget authorizations, expenditures and balances 


RUDGET AUTHORIZATIONS AVAILARLE 


Appropriation 


Proposed supplemental due to ps iy increases - 


Reappropriation of prior year balance 
Obligated balance brought forward 


1955 actual 


$2, 269, ¢ 


100, 0 
167, 5 


1956 estimate 


2, 000, 000 
128, 000 


402, 643 


1957 estimate 


$2, 290, 000 


305, 000 


Increase in prior year obligations__.........-.-- om oe 8, 


Total budget authorizations available_- 2, 530, 643 


EXPENDITURES AND RALANCES 


Expenditures— 
Out of current authorizations 
Out of anticipated supplemental] appropriation 
Out of prior authorizations- - ‘ 


, 700, 000 
123, 000 
402, 643 | 


, 951, 000 
5, 000 
300, 000 
Total expenditures-.----_- 2, 256, 000 
Unobligated balance no longer available ( (expiring for obliga 
tion) 
Obligated balance carried forward....._- 


225, 643 | 


305, 000 339, 000 
2, 530, 643 | 
| 


Total expenditures and balances -- 2, 595, 000 





AMENDMENTS TO ORIGINAL 1957 BUDGET SUBMISSION 


Mr. Preston. The next item we will take up is the Small Business 


Administration, found on page 190 of the committee print. At the 
outset we will mention that we have received an amendment to the 
request today which we will insert in the record at this point. The 
amendment increases the revolving fund estimate from $30 to $50 
million, and makes a reduction in ‘the salaries and expenses item of 
S400,000. 
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Mr. Barnes. In the direct appropriation portion of salaries and 
expenses. 

(The information referred to is as follows :) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., April 11, 1956. 
The PRESIDENT, 
The White House. 

Sirk: I have the honor to submit herewith for your consideration proposed 
amendments to the budget for the fiscal year 1957 for the Small Business Admin- 
istration involving a net increase of $19,600,000, and proposed revisions in 1957 
programs of the Department of Defense civil functions, as follows: 


INDEPENDENT OFFICES 
SMALL Business ADMINISTRATION 


j 


| Increase (+) 
Change to— or 
decrease (—) 


Budget ; ” Original 
page Heading | estimate 


167 | Salaries and expenses j : ‘ $2, 290, 000 $1, 890, 000 —$400, 000 
Limitation on amount to be transferred from | 
“Revolving fund, Small Business Administra- | 
tion”’ nlite e am (3, 710, 000) (4, 610, 000) (+-900, 000) 
220 | Revolving fund - -- ; Mnioctrnceemcsal') . ee 50, 000, 000 | +20, 000, 000 


The reduction of $400,000 in the appropriation for “Salaries and expenses” re- 
tlects a proposed revision in the method of funding the financial counseling pro- 
gram of the Small Business Administration. This program is almost wholly re- 
lated to the lending activity of the agency. It is therefore proposed to finance 
it in the future in the same manner as other administrative expenses of the 
lending activity, that is by transferring funds from the revolving fund. 

An increase in the transfer from the revolving fund of $900,000 is proposed in 
order to accomplish the revised method of funding the financial counseling pro- 
gram and, in addition, to permit the employment of additional staff to process 
and administer the larger volume of business loans which appears likely based 
on recent trends. 

In a communication to the President of the Senate, there was transmitted a 
proposed supplemental appropriation for the fiscal year 1956 of $20 million to 
provide sufficient capital in the Small Business Administration revolving fund 
for that agency to continue to make business and disaster loans through the end 
of the current fiscal year. This request was needed because of the recent floods 
in New England and the Far West and the large increase in business loan ac- 
tivity. The additional $20 million herein recommended should bring the revolv- 
ing fund up to the level which is needed to provide a safe margin for disaster 
loans in the fiscal year 1957 as well as for the level of business loans now 
anticipated. 

GENERAL STATEMENT 


Mr. Preston. The justifications reflect the amended set of justifica- 
tions. We have justifications which go more into detail. If they are 
needed we will provide them for the members. 

Mr. Barnes, have you a statement for the committee ? 

Mr. Barnes. I have a statement, Mr. Chairman. It is a very de- 
tailed statement. I am sure the committee has been working hard 
and with your consent I will insert it into the record and then briefly 
hit the highlights telling about the changes and the amendment which 
came up today, and try to save the committee’s time that way. 

Mr, Preston. Very well. We will be glad to have you do that. 

(The statement referred to by Mr. Barnes is as follows:) 
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STATEMENT BY WENDELL B. BARNES, ADMINISTRATOR 


Mr. Chairman and gentlemen of the committee, in the amended budget estimate 
we are presenting to the committee today, the amount requested for the SBA’s 
loan revolving fund for fiscal year 1957 has been increased from $30 million to 
$50 million, and the estimate for salaries and expenses increased from $6.5 million 
to $7 million. 

We also have requested a $20 million supplemental appropriation for the 
revolving fund with which to meet small-business and disaster loan requests 
during the remainder of the current fiscal year. 

The amended budget estimate for fiscal year 1957 and the request for supple- 
mental funds for the current year result primarily from three factors: 

An increased number of requests during the last 2 months for financial assist- 
ance to small business concerns of all types—manufacturing, wholesaling, retail- 
ing, and service establishments alike. 

A change in the nature of the agency’s participation loans with banks, occurring 
during March, from predominantly deferred participations to immediate partici 
pations. 

And an increase in disaster loan applications as a result of the recent tornadoes, 
the unprecedented New England floods of last summer and fall, the west coast 
floods late in the year, and other less widespread but tragic disasters. 

None of these developments in our loan program could, of course, have been 
foreseen. As a result of them, however, we found it necessary to request an 
increase in the revolving fund to permit loans to be made during the remainder 
of this fiscal year, and an increase for fiscal year 1957, if we are to discharge 
fully the responsibilities assigned to us by the Congress. 

The original budget estimate also provides for a small increase in the funds 
needed for coutinuing SBA’s assistance to small firms in increasing their share 
of the Government’s purchases, and in overcoming their management and pro- 
duetion problems. 

REVOLVING FUND 


At the time the estimate for the revolving fund for fiscal year 1957 was de- 
veloped, we believed that our present appropriations would be adequate for the 
current year despite an unusually heavy volume of disaster loans. This assump- 
tion was based primarily on a change in budget policy whereby only 15 percent 
of the dollar amount of the agency’s deferred participation loans would be con- 
sidered as a commitment against the revolving fund. Previously, the agency 
had reserved funds in the full amount of its share of deferred participation loans, 
even though it anticipated being called upon to purchase only a small proportion 
of these loans, 

Our 1957 revolving fund estimate also was based, in part, on the assumption 
that the proportion of deferred participation, immediate participation, and direct 
loans would follow the pattern of past experience. Up to June 30, 1955, approxi- 
mately two-thirds of all loans approved by SBA were in participation with 
banks, and about 75 percent of these participations were on a deferred basis. 

Subsequent to development of the 1957 estimate, however, loan applications in- 
creased substantially. Furthermore, while participations have continued to make 
up about two-thirds of the agency’s loans, the trend of loan requests has been to 
immediate participations. As a result, immediate participation loans now ex- 
ceed deferred ones this fiscal year. 

Because of the change in nature of participations, the dollar volume of loans 
this fiseal year is now about equally divided among our three types of loans— 
deferred participation, immediate participation, and direct. 

Since direct loans and SBA’s share of immediate participations are necessarily 
committed on a 100 percent basis against the revolving fund, compared with a 
15 percent commitment for deferred participations, the fund is being depleted at 
a much faster rate than had been anticipated earlier. 

Even as late as January 31 of this year, after allowing for estimated disaster 
loan approvals for west coast flood victims and the increase in immediate parti- 
cipation loans, it appeared that the remaining balance in the revolving fund 
might be adequate for loan needs this fiscal year. However, February and March 
brought a sharp increase in business loan applications. Whereas an average of 
253 applications per month were received during the period July through Janu- 
ary, 391 applications were received in February, and 505 in March. 

This upward trend in applications indicated that the revolving fund would be 
fully committed before the end of April. In order to meet our statutory lending 
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requirements, we submitted in March a request to the Bureau of the Budget for 
a supplemental appropriation. Pursuant to this request, the Budget Bureau 
forwarded to the Congress a proposed supplemental of $20 million for the revolv- 
ing fund for the current fiscal year. 

Since the uncommitted balance of the revolving fund had been reduced to $5.4 
million as of March 31, 1956, the Budget Bureau recommendation was accepted 
by the Senate Appropriation Committee and included as an amendment to the 
second supplemental appropriation bill currently before the Senate. The re- 
quested supplemental should provide for our loan needs through June 30, unless 
of course we were to have another major disaster of the kind which befell New 
England last fall. 

Because of the increase in volume of loan applications and in requests for 
immediate rather than deferred participation loans, the Bureau of the Budget 
also has recommended an amendment of the agency’s 1957 budget request, in- 
creasing the requested amount for the revolving fund from $30 million to $50 
million. It is anticipated that this increase would provide a reserve adequate 
to meet a series of major disasters should they occur while the Congress is not 
in session. 

FINANCIAL ASSISTANCE 


This has been an exceptionally heavy year in our financial assistance program. 
Considering both our business and disaster lending operations, we received in the 
first 8 months of the year 5,349 loan applications, or an average of 669 per month. 
We approved 3,351 loans, or an average of 419 per month, and on February 29 
we had 669 applications pending. 

On a cumulative basis, through February 29, SBA had approved 6,232 loans in 
the total amount of $168.6 million. 

The business loan program, we believe, has improved materially during the 
eurrent year. For one thing, the quality of applications obviously has improved. 
During the current year, loan approvals have average 52 percent of actions taken, 
as compared to the cumulative rate of about 37 percent for approvals through 
last June 30. Further, the withdrawal rate has been only 9.5 percent as com- 
pared to an average of 16.9 percent through last June 30. As to the number 
of applications, after starting out with the low of 205 last July, the average 
through February was 270 applications per month, with February reaching a 
high of 391. Preliminary figures for March indicate 505 applications. 

Our disaster loan activity has been exceptionally heavy during the current 
year. Through February 29, we had received 3,188 disaster loan applications 
in the total amount of nearly $59 million. Of this number, SBA had approved 
2.456 in the total amount of about $34 million of which the SBA share was $33.3 
million. On hand on February 29 were 251 applications for $6.1 million. 


PROCUREMENT AND TECHNICAL ASSISTANCE 


SBA has continued to expand and strengthen the program under which it 
assists small firms to participate in Government purchases of supplies and 
services and helps them overcome their management and technical problems. 

Progress has been made this year in strengthening and expanding the pro- 
gram in which the SBA and the Department of Defense jointly determine that 
specific purchases by the Army, Navy, and Air Force are to be set aside for 
exclusive award to small-business concerns. Strengthened operating agreements 
will shortly be in effect, and a much broader range of purchases will be subject 
to set-asides, 

A significant step during the year has been extension of the set-aside program 
to civilian agencies. Joint set-aside programs have been established with the 
General Services Administration, the Veterans’ Administration, the Department 
of Agriculture, and the Post Office Department. Negotiations with the Depart- 
ment of the Interior for establishment of a similar program are nearing comple- 
tion. 

During this fiscal year, more than 3,089 purchases totaling approximately 
$260,044,000 have been set aside for competitive award to small firms. These 
set-asides resulted in 4,766 contracts for small business. 

The SBA also has continued to counsel with small firms on selling to the 
Government, and brought to their attention prime contracting and subcontracting 
opportunities. 

The Agency also has helped small firms with their technical production prob- 
lems, has provided them with information needed to develop and market new 
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products, and has conducted a broad program of managerial assistance. This 
program includes both administrative management courses for small firm owners 
and managers, and four series of publications on important management and 
technical subjects. 

It is our opinion that the number of loan applications will continue at a 
high level throughout this and the next fiscal year and our staffing, as shown in 
our justification, is predicated on an anticipated volume of 350 applications per 
month. This increased level of activity, we believe, will result from the following 
factors: 

1. The lending program of the agency has become more widely known through 
increasing attention given by trade associations and the business and popular 
press to the activities of this agency ; through successful borrowers ; and through 
the SBA’s expanded activities in the fields of production assistance, manage- 
ment and technical aids, and the educational program, as well as the tremendous 
increase in demand for disaster aid. 

2. The new limited loan participation plan is making it possible to provide 
financial assistance to a large segment of the Nation’s small businesses which 
were unable, previously, to qualify for loans. This type of loan was designed 
especially to assist small retailers, wholesalers, and service establishments. 
Under this plan, the SBA participates with a bank in a loan to a small retail, 
wholesale, service establishment or other business up to a maximum of $15,000 
or 75 percent of the total amount of a loan, whichever is the smaller. 

3. A closer relationship has been developed with the Nation’s banks through 
personal contacts, cooperation in the disaster program and the streamling of 
procedures 

4. The availability of credit from private sources appears to have tightened 
considerably. The rate of increase in bank loans is now slowing down due to 
the fact that bank portfolios are being filled up, and applicants are being referred 
to SBA by private banks. Undoubtedly, this accounts in part for the recent 
increase in the number of applications filed with SBA. Further evidence of this 
condition is the trend of participation loans toward the immediate participation 
type. There has also been a considerable rise in the number of demands by 
banks for this agency to purchase its portion of deferred participations. 

5. The number of inquiries about loans has been increasing over the past few 
months. For the period July through February, an average of 4,0005 inquiries 
were received each month. However, in January there were 5,279 inquiries, and 
in February 7,081. 

Of the 2,533 business loans approved by SBA through February 29, 1956, 481 
have been canceled, leaving 2,052 to be disbursed. A review of the reasons for 
cancellation indicates that approximately one-third resulted from the applicants’ 
being able to make other arrangements for funds after the loan had been ap- 
proved. In numerous instances, we have found that banks which previously 
rejected a loan application have subsequently agreed to make the loan after 
SBA had worked out the basis for such credit. 

Of the 2,052 loans to be disbursed, 1,618, or approximately 79 percent, had been 
disbursed, as of February 29. A large percentage of the remaining loans involved 
construction for which the borrower already had obtained interim financing, and 
disbursement by SBA normally would not be made until the facilities are com- 
pleted. 

Our disaster loan activity has been exceptionally heavy during the current 
year. Through February 29, we had received 3,188 disaster loan applications 
in the total amount of nearly $59 million. Of this number, SBA had approved 
2,456 in the total amount of about $34 million of which the SBA share was $33.3 
million. On hand on February 29 were 251 applications for $6.1 million. 

Of course, the greatest proportion of the disaster loan applications came as 
a result of the hurricanes and floods in the New England States last summer 
and fall. To give an indication of the workload created as a result of these 
disasters, 1,262 applications were filed last September, and 615 were filed in 
October. 

Fortunately, the Congress had provided in our appropriation language for 
the transfer of additional funds to meet the administrative costs of new dis- 
asters. Without this authority, it would have been almost impossible, within 
our limited staff and appropriation, to have handled this tremendous workload. 
Even then, a great strain was placed upon the agency. It is extremely difficult 
to locate trained creditmen who are willing to accept temporary appointments, 
particularly on a project of this nature where the hours are long and working 
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conditions many times are poor. Since travel costs cannot be paid for trans- 
ferring newly hired employees from other areas, recruitment must be confined 
largely to the local areas. 

In the New England disasters, we were very fortunate in obtaining the 
cooperation of the local banks, which loaned us 63 creditmen to work in our 
local offices for periods ranging from 1 to 4 weeks. We were able to borrow 
12 employees on a reimbursable basis from other Government agencies, and were 
able to hire 48 temporary employees, chiefly stenographers and typists. In 
addition, it was necessary to detail to the disaster area 41 other financial spe- 
cialists from our other offices, almost one-third of our total financial assistance 
staff. The detail of these employees varied from 1 month to approximately 6 
months. Obviously, the detailing of our employees from other offices creates 
an extremely heavy burden on these offices, results in considerable backlogs, 
and necessitates overtime for remaining employees. 

We hope, of course, that disasters of this magnitude will not again occur. 
However, the disaster activity this year has been of such proportions as to cause 
a most difficult management problem. As a partial solution for the future, we 
have requested the establishment of six financial specialist positions on a full- 
time and continuing basis in order that the employees filling these positions may 
be trained to spearhead activities in disaster areas and then be used to “pinch- 
hit” at other times in working on backlogs which result from our disaster oper- 
ation. 

Of the 1,618 business loans disbursed through February 29, 1956, 101 have 
been paid in full. Twenty-nine loans are in liquidation and 37 loans are delin- 
quent over 60 days. The unpaid principal balance of the 29 loans in liquida- 
tion amounted to $1,247,000, but since collateral is available, the actual loss to 
be sustained, based on reports of our regional offices, will not exceed $500,000 
and probably will be considerably less. Of the 37 loans having installments 
delinquent more than 60 days, the unpaid principal balance involved amounted 
to $1,581,000, with delinquent installments totaling $286,000. It appears that 
many of these cases represent temporary problems, and the borrowers will be 
able to work out their present delinquencies. In other instances, it is probable 
that liquidation of the loans will result. Obviously, with loans of this type, a 
great deal of work is required on the part of our financial specialists in assist- 
ing the borrowers to work out their numerous problems and in holding the Gov- 
ernment’s losses to a minimum. 

The budget amendment provides for a change in funding the salaries and 
expenses appropriation. I would like to comment briefly on this change. When 
the first recommendation for appropriation for the SBA was developed, it was 
decided that the revolving fund should bear the cost of the direct lending 
operation. At the same time, it was believed that a considerable portion of the 
work of SBA financial specialists would be financial counseling and other duties 
which do not pertain to the lending program as such and that this nonlending 
operation, therefore, should be financed from a direct appropriation. As a guide- 
line, all activities up until the time an application had been filed were to be con- 
sidered as a nonlending operation and, therefore, chargeable against the direct 
appropriation. 

Actual experience, however, reveals that with very few exceptions, inquiries 
and interviews are in regard to the making of loans, and most financial counseling 
is with applicants or borrowers. Financial counseling other than with loan 
applicants or borrowers represents less than 2 percent of the costs of our 
financial-assistance program. Because the workload itself cannot be controlled, 
an almost impossible management problem is created in controlling obligations 
against the separate funds. For these reasons, the recommendation has been 
made to finance the entire financial assistance activity from the revolving fund. 


PROCUREMENT AND TECHNICAL ASSISTANCE 


To carry out the provision of the Small Business Act of 1953, as amended, the 
Small Business Administration provides small firms a procurement and technical 
assistance service. 

This service is designed to assist small firms desiring to participate in Govern- 
ment purchases of supplies and services, and in related subcontracting opportu- 
nities, and to help small-business concerns keep abreast of improved production, 
management, and marketing techniques. 

The procurement and technical assistance activities of SBA have been carried 
forward to the greatest extent staff facilities and budgetary considerations per- 
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mit. During the current fiscal year 78 technical field staff employees are servic- 
ing the needs of small firms through the 14 regional and 23 branch offices of the 
SBA, and 38 major procurement centers and purchasing offices of the military 
services. 

The magnitude of the job of assisting the greatest possible number of small 
firms is highlighted when one considers that there are more than 4 million small- 
business concerns, including approximately 300,000 small manufacturers. It has 
been necessary to give the greatest emphasis to activities which are far-reaching 
in scope and which benefit the largest possible number of small firms. The top 
priority has been given to the procurement assistance program and particularly 
that phase of it which involves setting aside certain Government purchases for 
competitive award to small firms. 

The programs of procurement and technical assistance carried out through 
SBA field offices are: 

Procurement assistance 

During the current fiscal year the set-aside joint determination program is 
being carried out on a full- and part-time coverage basis by 18 technical field 
staff employees assigned to military procurement centers. In addition, 21 tech- 
nical field staff employees are being used to conduct other phases of the contract- 
assistance program and to cover additional major military and civilian procure- 
ment offices located throughout the Nation. We understand that the Department 
of Defense has in excess of 400 small-business specialists. 

Noteworthy progress has been made this year in strengthening and expanding 
the program in which the Small Business Administration and the Department of 
Defense jointly determine that specific purchases by the Army, Navy, and Air 
Foree are to be set aside for exclusive award to small-business concerns. 
Strengthened operating agreements will shortly be in effect, and a much broader 
range of purchases will be subject to set-asides. For example, only procurements 
with an estimated value of $10,000 and over have previously been subject to this 
program. Under the revised SBA-Defense Department agreement, there is no 
base dollar limit; only practicality and SBA staffing will be the determining 
factor. 

A significant step during the year has been extension of the set-aside program 
to civilian agencies. In the field of civilian agency purchasing, joint set-aside 
programs for small business have been established with the General Services 
Administration, the Veterans’ Administration, the Department of Agriculture, 
and the Post Office Department. Negotiations with the Department of the Inte- 
rior for establishment of a similar program are nearing completion. 

A coordinated plan of procurement coverage has been entered into with the 
agencies involved, providing for SBA coverage of the major procurement offices 
of those agencies. 

During this fiscal year, more than 3,089 purchases totaling approximately 
$260,044,000 have been set aside for competitive award to small firms. These 
set-asides resulted in 4,766 contracts for small business. Other suitable procure- 
ments totaling almost $28 million which normally would have been restricted to 
small business under the set-aside program, were released for award to firms 
located in disaster areas. These figures indicate a steady growth of the joint 
determination set-aside program, and the vast potential of the program in light of 
the strengthened operating agreements, and the expanded national coverage. 

It is significant that the set-asides from July through December 1955 resulted 
from SBA’s screening of Defense procurements totaling $3,991 million or less 
than half of the $8 billion spent by the Defense Department for new procurements 
during this period. 

Now that operating agreements have been materially strengthened, staffing 
limitations alone will prevent a great increase in effectiveness of this program. 
Of course, the additional personnel requested to extend coverage to additional 
procurement Offices will not necessarily increase the results in direct proportion 
to the number of offices now covered. 

Positive aid also has been extended to small-business concerns through the 
SBA’s program of counseling small firms on selling to the Government. So far 
this fiscal year, some 13,500 small firms have been aided in determining which 
items or services they can supply to the Government, and counseled on obtaining 
bidding opportunities. 

The procurement assistance program includes representation on behalf of small 
firms to obtain fair treatment from Government purchasing offices : assisting small 
firms in obtaining procurement opportunities suitable to their facilities: recom- 
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mending to Government procuring offices capable small firms to compete on pur- 
chases which at present are supplied chiefly by large firms; counseling small- 
business owners on subcontracting opportunities ; and working closely with other 
Government departments in developing procurement opportunities and arrange- 
ments helpful to small business. 


Production assistance 


The SBA’s production-assistance service is being carried out by an average 
of 20 technical staff employees who have the primary responsibility for this 
activity. 

One phase of the production-assistance program is concerned with technical 
evaluations required in considering certificate of competency applications. 
Through February 25, 1956, the SBA had received a total of 325 applications for 
certificates, of which 94 were received during the present fiscal year. The agency 
had issued 155 certificates, including 48 thus far in the fiscal year 1956. 

In order to review productoin status and progress of certified contracts awarded 
during fiscal year 1956, 460 plant visits were made through February 1956. 

A total of 1,146 engineering surveys were made through February in connection 
with contract awards, consideration of certificates of competency, and loan 
applications. 

Under the production-assistance program, SBA provides aid to small firms 
which have production and related managerial problems. A total of 4,723 indi- 
vidual cases were handled through February 1956. 

The SBA is empowered to make a complete inventory of small firms’ productive 
facilities to be used for defense production and mobilization planning. At the 
close of February 1956, a total of 30,784 small firms had been registered with the 
agency; of these, 3.570 had been added to the inventory during fiscal year 1956. 
In addition to mobilization planning uses, the facilities inventory is used to call 
prime and subcontract opportunities to the attention of small firms which have 
the necessary facilities to bid on them, and to provide additional qualified bidders 
on request of the purchasing agencies. 

SBA also provides small firms technical guidance in obtaining and interpreting 
specifications related to Government purchases. Similarly, counsel is provided 
small firms on applying for benefits available to industry under the Government’s 
accelerated tax amortization program. A total of 119 requests for this type of 
assistance was received during the present fiscal year through February. 

Assistance to small firms is also provided in connection with obtaining mate- 
rials and equipment in critical or short supply. During fiscal 1956 through 
February, the agency had received a total of 821 cases of this type. 


Products assistance 


Larger industries long have recognized the need for continuous industrial 
research leading to development and production of new or improved products 
and processes. An official of one of the Nation’s larger corporations stated 
recently that his company had increased its expenditures for research during 
the past 5 years to the point where they equaled all funds devoted to that 
purpose by the company during the previous 25 years. 

Although products assistance is one of SBA’s major programs, it has not 
been possible to direct full-time staff attention to the activity but rather to 
apportion staff time to handle requests for assistance as these requests arise. 
An average of 16 technical-staff employees have been assigned to the products- 
assistance program for fiscal year 1956. 

Since the start of the products-assistance activity in July 1954, some 6,500 
small concerns have requested aid in obtaining information needed to solve 
products problems of both a technical and nontechnical nature. In the last 
6 months of 1955, more than 450 inventions were listed in the agency’s products 
list circular, resulting in nearly a thousand requests from small concerns 
for further information on their availability. More than 5,000 small firms 
have requested that their names be placed on the mailing list to receive the 
circular regularly. 

The primary objective of the SBA products-assistance program is to help 
small concerns gain access to the vast amounts of technical information and 
data available from Government, industry, research foundations, and educa- 
tional institutions, on new and improved products and processes, and techno- 
logical developments in research and development. This program also touches 
upon the related problems of marketing and distribution. 
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Managerial assistance 

Managerial assistance is inherent in the various SBA activities relating 
to procurement, production. and products assistance; problems in these areas 
naturally involve the application of appropriate managerial techniques. 

Another aspect is that of managerial education. ‘To increase the management 
skills of small-business owners and managers. SBA sponsors administrative 
management courses in cooperation with universities and other educational 
groups throughout the country, including clearinghouse associations, chambers 
of commerce, State and local trade associations, manufacturers, retailers, and 
wholesalers. 

Since September 1955, 26 courses have been completed, 23 are now in operation, 
and 31 others are scheduled for future operation during the 1955-56 school year. 
These 80 courses have been or are being given by 58 educational institutions. 
Ten institutions have conducted or are conducting two or more courses. 

Another facet of the managerial assistance program is the publication and dis- 
semination of publications on important management and technical subjects. 
These publications are called Management Aids for Small Manufacturers, Tech- 
nical Aids for Small Manufacturers, Small Marketers Aids, and Small Business 
Management Series. Subjects are selected with great care. Authors are usually 
professional men who are technical experts in their fields. Demand among the 
owners of smaller firms is widespread. 

The total distribution of these managerial and technical aids to small business 
concerns to date is: Management aids, 1,800,000 copies; technical aids, 525,000 
copies ; small marketers aids, 180,000 copies; small business management series, 
480,000 copies sold by the Government Printing Office. 

I sincerely appreciate the opportunity to appear before this committee and I 
will be glad to answer questions or supply such additional information as the 
members may desire. 

SUMMARY JUSTIFICATION DATA 


Mr. Tuomas. That is a fine statement and you summarized it 
beautifully. 

Insert page 3 in the record at this point and insert page 4 . 

(The information referred to is as follows:) 


Analysis by activity 


1957 budget | 1957 budget 
estimate | amendment 


| 


Activity Change 


1. Procurement and technical assistance ie $1, 890, 000 $1, 890, 000 

2. Financial assistance: 
(a) Direct lending--~_.-- ; 3, 710, 000 | 
(b) Other ae ainaicest 400, 000 


} 4, 610, 000 | + $500, 000 
3. Liquidation of RFC loans...-_-. phases titebantghts 500, 000 500, 000 |__ 


ES race ce neébencnaecue 6, 500, 000 7, 000, 000 +500, 000 


EXPLANATION OF CHANGE 


Activity 2. Financial assistance, an increase of $500,000 

This increase is required to meet the recent rise in business loan applications 
and subsequent loan approvals and administration of loans. 

An average of 253 applications per month were filed from July 1, 1955, to 
January 31, 1956. This rate increased to 391 for February and to 505 for March. 
It is conservatively estimated that a minimum of 350 applications per month will 
be filed in the fiscal year 1957, with approvals running at the rate of 175 per 
month. Significant estimated business-loan workload changes are as follows: 


1957 budget | 1957 budget _— 
estimate amendment — 


Applications per month__--- as ope st eee 300 350 | +50 
Approvals per month . ss ates asin ; 100 175 | +75 
Gutetemmese a6 GG of Geek FOOP....22 nn. cncccccvscccncsccse. . 2, 883 4, 058 +1, 175 


75136—56——_56 
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The following factors contribute to this change in workload: 

1. The lending program of the agency has become more widely known through 
successful borrowers and through the Small Business Administration’s ex- 
panded activities in the field of production assistance, management and techni- 
cal aids and the educational program, as well as the tremendous increase in 
demand for disaster aid. 

2. The new limited loan participation plan is making it possible to provide 
financial assistance to a large segment of the Nation’s small businesses which 
were unable, previously, to qualify for loans. 

3. A closer relationship has been developed with the Nation’s banks through 
personal contacts, cooperation in the disaster program, and the streamlining of 
procedures. 

4. The availability of credit from private sources appears to have tightened 
considerably. The rate of increase in bank loans is now slowing down due to 
the fact that bank portfolios are being filled up, and applicants are being turned 
down in increasing number by private banks where portfolios particularly for 
long-term loans are filled up. Undoubtedly, this accounts in part for the recent 
increase in the number of applications filed with SBA. Further evidence of 
this condition is the trend of bank participations. Up to June 30 of last year 
approximately two-thirds of all loans approved were in participation with 
banks; approximately 75 percent of these were on a deferred basis in which 
the bank disbursed its own funds with an agreement from the Small Business 
Administration to take the bank out at any time on its demand. During the 
present fiscal year through March 31, the dollar volume of immediate participa- 
tions has exceeded deferred participation loans. There has also been a con- 
siderable rise in the number of demands by banks for this agency to purchase 
its portion of previously disbursed deferred participations. 

5. There has been an improvement in the quality of loan applications. During 
the 9 months of the present fiscal year slightly more than half of all actions 
taken on applications have been loan approvals. This compared with an average 
of about 36 percent approvals on total actions through June 30, 1955. 

M. Tuomas. What is your increase for 1957 over 1956? It is not 
$500,000 but—— 

Mr. Barnes. On an actual comparative basis, it is $1,828,000. Ona 
dollar basis, it is $669,000. 

Mr. THomas. What is vour figure for 1957? Is it $7 million? 

Mr. Barnes. Yes, sir. That is after certain eliminations which are 
shown. 

Mr. Preston. Let us insert pages 6 through 9 in the record at this 
point. 

(The pages referred to are as follows :) 


Comparison of fiscal year 1956 estimate and proposed budget amendment for fiscal 
year 1957 for personal services and miscellaneous objects of expenditure 


| Increase (+) or de- 
1957 budget amend-| crease (—) over 
ment | 1956 budget esti- 

| Mate 


1956 estimate 


Organization unit and type of position 





— 
Posi- | 
tions 


Posi- 
tions 


Posi- | 


Amount tions Amount 


Amount 
| 


i 1 
Administrator | $112, | $113, 625 | 
Economic adviser__- a 52, i §2, 515 | 
General Counsel 3 223, 3: 225, 500 ; 
Information E f 70, f 70, 415 | =n 
Deputy Administrator for Financial 
Assistance : Sa 3 30, 3 30, 895 : Ss 
Financial assistance < 245, 3: 246, 500 | 
Deputy Administrator for Procurement 
and Technical Assistance_ 38, 38, 980 
Procurement and Technical Assistance -- 35 269, 3: 269, 840 


| | 
WASHINGTON | 
' 
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Comparison of fiscal year 1956 estimate and proposed budget amendment for fiscal 


year 1957 for personal services and miscellaneous objects of expenditure 


Organization unit and type of position 


WASHINGTON— continued 


Deputy Administrator for Administra- 
tion “ 
Controller 


Organization and Management (in- 


eludes Administrative Services 
Division) 


Personnel 


Total 
Deduct lapse 


Net permanent, Washington 
Temporary employment 
Regular pay above 52-week base 
Payment above basic rates 
Other payments for personal services 


All personal services, Washington_- 


FIELD 
Regional director 
Secretary 
Branch manager 
Secretary 
Financial specialist 
Stenographer and typist 
Procurement screening specialist 
Production or industrial specialist 
Stenographer and typist 
Regional attorney ---- 
Secretary 
Accountant 
Auditor-- 
Office manager 
Clerk-stenographer 
Accounting and fiscal clerk 
Bookkeeping machine operator 
Clerk-typist (fiseal) 
Mail and file clerk 


Totai..... 
Deduct lapse 


Net permanent, field 
Temporary employment j 
Regular pay above 52-week base 
Payment above basic rates____- 
Other payments for personal services. 


Ail personal services, field 


Total personal services 


MISCELLANEOUS OBJECTS OF EXPENDI- 
| 


TURE 
02 Travel. 


03 
04 
05 
06 
07 


08 
09 
11 
15 


Transport: ition of things- 
Communication services 
Rents and utility services_. 
Printing and reproduction 
Other contractual services 


Services performed by other agencies_- 


Supplies and materials_- 

Equipment 

Grants, subsidies and contributions_- 
Taxes and assessments- 


Total miscellaneous objects. . 


Grand total__. 


1 Includes $589,000 estimated to be transferred from the revolving fund, SBA, for disaster loans. 


1956 estimate 


Posi- 


Amount 


tions 


203, 945 
75, 120 


3, 830 
, 400 


72, 430 
, 000 
, 200 


5, 000 


, 630 


4, 430 
, 360 
, 120 
, 920 
5, 465 
, 215 
3, 415 


OSU 


: 380 
, ad) 


250 


‘ , 445 


395, 
9, 
175, 
10, 
167, 
64, 
69, 
45, 
113, 
19, 


1, 146, 


| 1 6, 331, 


460 


200 
200 
300 


7, 900 


700 
000 
900 
000 
500 
000 


700 


000 


ment 


Posi- 


tions 


665. 4 


893. 5 


422, 
Y, 
177, 


102 
67, 
79 
64, 
59, 

166, 
23 


1, 180, 
7,000, 


1957 budget amend 


Amount 


, 000 


20, 000 


500 
O00 
800 
300 


, 000 


400 


, 600 


300 
700 
600 
S00 


000 


000 


Increase 


Posi- 
tions 


) or de 


I 
er 


tl 


Amount 


, 31s 


one 


200 


, 570 
25. OOO 
, 200 
, 000 
5, 000 


7, 630 


405 
405 


50S 


180 
FP 


7, KOO 


200 


2, 600 
3, 000 
94,100 
, 200 
5, 600 
, 600 


700 


, 100 
, 800 


300 


9, 000 





$82 


Mr. Preston. It is noted that the increases on page 6 are relatively 
small concerning the Washington office, and we will not go into those 
minor increases. 

Mr. Barnes. Yes, sir. 

Mr. Preston. We realize, of course, you are carrying on a stepped 
up activity and there is bound to be some increase in your Washington 
office. 

Mr. Barnes. That is correct, sir. 


BREAKDOWN OF REQUESTED INCREASE IN PERSONNEL 


Mr. Preston. What are the total number of additional positions in 
the field which you are seeking ? 

Mr. Barnes. One hundred and fifty-six in the field. Most of them 
concern the increased loan activity and the requirements needed to 
service loans that have been made and with a modest increase in non- 
lending activities, that is, relating to the Government procurement 
activities increasing the share which goes to small business. The 
major part are all traceable directly to the increase in loan applica- 
tions that have been filed. 

Mr. Preston. You are seeking 45 additional financial specialists? 

Mr. Barnes. Yes, sir. 

Mr. Preston. They are the people you were just referring to? 

Mr. Barnes. Yes, sir. Each one of them, of course, requires s clerical 
help. 

Mr. Preston. You are seeking 16 additional regional attorneys? 

Mr. Barnes. Yes, sir. 

Mr. Preston. How many have you had? 

Mr. Barnes. We have had 10, and our problem is, of course, as 
you get more loans on your books more attorneys are required to 
he indie liquidation and closing matters. We have followed a policy 
of using fee counsel until we re: each a point where it is more economical 
to put on a Government employee, a full-time employee. We now 
feel money can be saved by having a full-time employee rather than 
using fee counsel in the closing of loans. That accounts for all of the 
increase in attorneys, all of which is in the field offices. 

In addition we have delegated authority to the field offices to ap- 
prove several types of loans, and this makes it necessary to have 
counsel in the field offices to draw the loan authorizations and actually 
to prepare the papers. 

Mr. Preston. You seek one additional accountant, the same number 
of auditors? 

Mr. Barnes. That is correct, sir. 

Mr. Preston. You request nine additional in the field of procure- 
ment, which according to the best information I get you are doing 
a fine job in that area. 

You want five additional accounting clerks. Your adjusted figure 
for personnel is 121. 

Mr. Barnes. On a man-year basis; yes. 

Mr. Preston. On page 9 of the justifications you have a footnote, 
Mr. Barnes, which I wish you would explain. 

Mr. Hanna. The $589,000 estimated and included in the 1956 col- 
umn is the amount estimated to be transferred in connection with the 
making and servicing of disaster loans for disasters which occur during 
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this year. This is in accordance with the proviso in the appropriation 
language authorizing the Budget Bureau to approve additional trans- 
fers to handle costs of new disasters which occur during the year. 

Mr. Preston. Did the Bureau of the Budget make that accommoda- 
tion ¢ 

Mr. Hanna. Yes, sir. 

Mr. Preston. But that figure is reflected in the total figure of 
6,331,000. 

Mr. Hanna. Yes, sir. 


GRANT SUBSIDIES AND CONTRIBUTIONS 


Mr. Preston. In your other objects, briefly, what are grant subsidies 
and contributions ? 

Mr. Hanna. That is the payment we are required to make to the 
Civil Service Commission under the terms of our basic law. It is a 
contribution to the civil-service retirement funds for those employees 
paid from the transfer from the revolving fund. 


PRINTING AND REPRODUCTION 


Mr. Preston. You have an increase of $24,100 in printing and 
reproduction. What is this for? 

Mr. Hanna. That is mainly related to increase in loans and other 
forms required under the expanded program. 


REDUCTION IN USE OF FEE COUNSEL 


I might mention, sir, most of the reduction of $100,000 for other 
contractual services constitutes the anticipated reduction in use of fee 
counsel, <A great part of that was used in connection with fee counsel 
hired under the disaster program. 


JUSTIFICATION FOR FIELD OFFICES IN ALASKA, HAWAII, AND PUERTO RICO 


Mr. Preston. Mr. Barnes, there has been some discussion among 
ourselves and by other witnesses as to the necessity for opening field 
offices in the Territories of Alaska, Hawaii, and Puerto Rico. What 
is your feeling about that? 

Mr. Barnes. Mr. Chairman, at the time that the budget estimate 
was made up last fall it was not my feeling that the volume was suf- 
ficient to justify a separate item in the request. We were handling 
Alaska through the Seattle office, Hawaii through San Francisco, 
and Puerto Rico through Miami, but it had required only several 
trips by financial specialists to meet the demands which had been 
made on us. 

From that time until this spring, however, the interest in the Ter- 
ritories in our activities has picked up considerably. There is con- 
siderable demand for our services there, so at the time the supplemental 
was made up I included an amount which I felt would be the minimum 
amount needed to serve those offices during the ensuing fiscal year. 
However, the Bureau of the Budget was of the opinion that it was 
not a proper item for a supplemental request and it therefore dis- 
allowed the request. 
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It is my opinion that in order to open offices in those areas, each 
of which is a large geographical area with fairly large population, 
that we woud need a man and secretary in Puerto Rico, a man and a 
secretary in Hawaii, and 2 men and a secretary in Alaska, 1 being a 
financial specialist and 1 being an industrial and production specialist. 

The volume in Puerto Rico might exceed that, but at present that 
is what it looks like to me. 

Mr. Preston. Mr. Bow, of this committee, has brought up this mat- 
ter previously with reference to Puerto Rico. I know you will want 
to question him on this. 

Mr. Bow. Yes, I would. 

From your investigation in Puerto Rico, and I understand you were 
there, Mr. Barnes, what is your feeling at this time as to the advisa- 
bility of staffing an office there? 

Mr. Barnes. I believe it should be done and I would intend to in- 
clude it in my request to the Bureau next year. 

The chamber of commerce has offered to let us have space rent free. 
There is a wide interest in our loan program and considerable interest 
and need for industrial and production specialists. That is what 
they seem to lack in the businesses that are starting down there. 

Universities and colleges there have offered to start four adminis- 
trative management courses next September, and we have worked out 
plans for them to start. 

It is my thought that anything that can be done in Puerto Rico is 
likely to be helpful. 

Mr. Bow. Not only for the Puerto Ricans but to the economy of 
this country ? 

Mr. Barnes. Yes, sir. 

Mr. Bow. What did you find so far as Alaska is concerned so far as 
demand is concerned now / 

Mr. Barnes. We have had more requests for loans at present that 
have been actually filed and come through than from either of the 
other Territories. There are over 50 loan applications which have 
come from Alaska. All types of businesses and industries have made 
requests. 

On the basis of requests and volume of work we have actually re- 
ceived, Alaska seems to be preeminent, and it is so large there is such 
a problem in travel that we would have to have two men there, at least. 

Mr. Bow. Give us a brief statement on the Territory of Hawaii, 

lease. 

Mr. Barnes. Hawaii, as you know, involves several islands. The 
business life there has largely been dominated by several large inter- 
ests, and the land and major businesses are owned by those same 
interests, such as the steamship lines and even some of the major finan- 
cial institutions. 

There are smaller banks that have urged us and pleaded with us to 
put in an office saying that they could participate in loans with us 
and would do that, and it would strengthen their own activities. The 
Territorial legislature and island chamber of commerce have by resolu- 
tion asked us to establish an office there. 

Mr. Bow. The position there now is such that the small businessman 
has some difficulty ? 

Mr. Barnes. That is right. 





Mr. Bow. In taking care of the matters which you could do for him? 
Mr. Barnes. Yes, sir. 


TOTAL COST OF OPERATION 


Mr. Bow. Could you give us an estimate, Mr, Barnes, as to the cost 
of the operation of these three Territorial offices ? 

Mr. Barnes. I believe in my discussions with the Bureau of the 
Budget I had figured that 7 employees could man those 3 offices, and 
if we obtained rent-free offices, as it seems we will be able to, that to- 
gether with salary differential, which is paid for service outside of the 
country, and then travel within the Territories and miscellaneous 
costs, it would take a total of about $75,000. 

Mr. Bow. I hope these offices will be put in operation without de- 
jay—they are needed and should be approved under this budget. 

That is all, Mr. Chairman. ; 


PROPOSED NEW PROCUREMENT CENTERS 


Mr. Preston. You have 38 procurement. centers / 

Mr. Barnes. Yes, sir. 

Mr. Preston. How many new centers do you propose under this 
budget ? 

Mr. Barnes. We are covering 38 major procurement centers with 
less than 38 employees. 

Mr. Preston. How many new ones do you propose? That is the 
question. 

Mr. Barnes. It is shown in exhibit B of the original justification, 


pages 16 and 17. 
Mr. Preston. Insert that in the record at this point, will you’ 
Mr. Barnes. Yes, sir. 
(The information referred to is as follows:) 


ExnHtsit B 
ADDITIONAL INSTALLATIONS TO BE COVERED BY SBA PROCUREMENT REPRESENTATIVES 
ARMY 


St. Louis engineers 

Army Transportation Corps, St. Louis 
San Francisco Ordnance District 

Los Angeles Ordnance District 
Boston Ordnance District 

New York Ordnance District 
Philadelphia Ordnance District 

Fort Worth General Depot 

Fort Hood, Killeen, Tex. 

Frankford Arsenal, Philadelphia, Pa. 
Chicago Ordnance District 

Cleveland Ordnance District 

St. Louis Ordnance District 

Detroit Ordnance District 
Quartermaster Research and Development Command, Natick, Mass. 
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NAVY 


Navy Purchasing Office, Los Angeles 


Yards and Docks Supply Office, Port Hueneme, Calif. 


Navy Purchasing Office, San Francisco 


Ships’ Parts Control Center, Mechanisburg, Pa. 


Nava) Air Material Center, Philadelphia 


Navy Shipyard, Philadelphia 
Submarine Supply Office, Philadelphia 
Navy Supply Depot, Norfolk 

Naval Air Station, Pensacola 

Naval Ordnance Depot, Crane, Ind. 


Marine Corps Clothing Depot, Philadelphia 


ATR FORCE 


San Antonio Air Material Area, San Antonio, Tex. 


Connelly Air Force Base, Waco, Tex. 


Carswell Air Force Base, Fort Worth, Tex. 
Tinker Air Force Base, Oklahoma City, Okla. 


Mobile Air Materiel Area, Mobile, Ala. 


England Air Force Base, Alexandria, La. 


Langley Air Force Base, Hampton, Va. 


Edwards Air Force Base, Edwards, Calif. 
San Bernadino Air Materiel Area, San Bernardino, Calif. 


JOINT AGENCY 


Armed Services Petroleum Purchasing Agency, Washington, D. C. 


CIVILIAN 


General Services Administration: 
Washington 
New York 
Chicago 
Veterans’ Administration: 
Washington 
Post Office Department: 
Washington 
Department of Agriculture: 
Forest Service: 
Missoula, Mont. 
Denver, Colo. 
Albuquerque, N. Mex. 
San Francisco, Calif. 
Portland, Oreg. 
Atlanta, Ga. 
Philadelphia, Pa. 
Ogden, Utah 
Milwaukee, Wis. 
Agricultural Research Service: 
San Francisco, Calif. 
Philadelphia, Pa. 
New Orleans, La. 
Minneapolis, Minn. 
Agricultural Marketing Service: 
San Francisco, Calif. 
Chicago, Ill. 
Commodity Stabilization 
Denver, Colo. 
Farmers’ Home Administration: 
St. Louis, Mo. 
Department of Interior: 
Bureau of Reclamation: 
Billings, Mont. 
Boise, Idaho 


Service: 


AGENCIES 


Department of Interior—Continued 

Bureau of Reclamation—Continued 
Denver, Colo. 

Phoenix, Ariz. 
Salt Lake City, Utah 

Bureau of Indian Affairs: 
Albuquerque, N. Mex. 
Anadarko, Okla. 
Billings, Mont. 

Gallup, N. Mex. 
Muskogee, Okla. 
Phoenix, Ariz. 
Portland, Oreg. 
reological Survey: 
Denver, Colo. 
Washington, D. C. 

Bureau of Mines: 

Amarillo, Tex. 
Pittsburgh, Pa. 

Fish and Wildlife Service: 
Albuquerque, N. Mex. 
Portland, Oreg. 
Minneapolis, Minn. 

3ureau of Land Management: 
Denver, Colo. 
Washington, D. C. 
Portland, Oreg. 

Salt Lake City, Utah 

National Park Service: 
Yellowstone Park, Wyo. 
Washington, D. C. 
Omaha, Nebr. 
Philadelphia, Pa. 

Bonneville Power Administration: 
Portland, Oreg. 





87 
GOVERNMENT CONTRACTS FOR SMALL BUSINESS 


Mr. Preston. Do you think you have had good results in obtaining 
Government contracts for small businesses, Mr. Barnes? 

Mr. Barnes. I do, sir. In the last fiscal year we have almost 
doubled what we did the year before, and we have new basic agree- 
ments which have been aman out with the Defense Department in 
the latter part of the calendar year 1955 which are just now becoming 
effective. Each of the last few months has shown a sharp increase 
in the percentage of business going to small business and the dollar 
volumes of contracts set t aside. We have worked out similar agree- 
ments with many of the civilian departments. 

Mr. Preston. This work does not in any way duplicate the pro- 
grams of the Department of Commerce? 

Mr. Barnes. No, sir. This is work actually done in the procure- 
ment centers, screening the proposed purchases of the Government 
and setting certain contracts aside that the small businesses are 
capable of bidding on. 


STATUS OF LIQUIDATION OF RFC LOANS 


Mr. Preston. What is the status of the liquidation of the RFC 
loans? How many do you have and what amount? Have you a 
consolidated sts itement on that which you could put in the record? 

Mr. Barnes. Yes, sir. 

Mr. Preston. That would be better than trying to read all the 
figures involved. 

“Mr. Barnes. All right, sir. 

(The information requested is as follows:) 


Status of RFC disaster loans 


Transferred to SBA July 1, 1954: 
Number 
Amount 
Outstanding Dec. 31, 1955: 
Number 2, 640 
NI i rts. gic Aasicheaiei nas adeien cla sail _.. $10, 423, 920 
Estimated to be outst: nding June 30, 1957 : 
I ili ai ee Eee ie od EA a ft Ds ie 2 1, 998 
Amount i bes ac sane . $4, 780, 423 
Mr. Preston. On the item of salaries and expenses before we get 
in the Jending and revolving fund, are there any questions? 


PERSONNEL STAFFING AT PHILADELPHIA FIELD OFFICE 


Mr. Foon. In considering the distribution of your employees, the 
new ones you might be asking for, I certainly think you should examine 
the advisability ‘of adding whatever number would be necessar y, and 
I would not have the faintest idea of whether it would be 1 or 100, to 
the Philadelphia office. I don’t know if they want any but they have 
increased their service a good deal. I know they are sending a man 
at my request up to my area a couple of days a week, and I am sure 
they are robbing themselves to do it. 

If you are getting any new people you might look at that Phila- 
delphia situation, because I am sure that they must be robbing them- 





selves there of personnel to try and take care of that terrible problem 
up in the coalfields. They have men coming in there pretty regularly. 
I don’t think they have enough people to do it. 

They are doing a good job but I think they are knocking themselves 
out unnecessarily. 

Mr. Barnes. There is a planned increase for the Philadelphia office 
to enable them to take care of their present volume and some increase. 

Mr. Fioop. You know that special program they are trying to serv- 
ice in the coalfields area, and I guess they are trying to borrow from 
Peter to pay Paul there. While I do not know your personnel prob- 
lem I imagine it must be some kind of problem. 

Mr. Barnes. Mr. Chairman, we have a management problem always 
in this agency which I hope the committee will keep in mind, which is 
that our number of employees is rather inflexible, and yet we are occa- 
sionally called upon to do massive jobs of work when we have these 
disasters. It means the taking of people from one area of the country 
and using them someplace else; it means shifting them around and 
asking them to work long hours to catch up on backlog. This 1957 
budget will give us a greater degree of flexibility. We are going to 
set up a small staff of disaster experts we can send out. 

Mr. Froop. This situation I am talking about is even more serious 
than that. It is not an emergency; it is not a disaster situation; it is 
a chronic bad condition that Philadelphia is trying to especially serv- 
ice. It is not fair to ask the Philadelphia office to take on an addi- 
tional amount of work, which amounts almost to a suboffice they are 
{rying to operate without any help. 

Mr. Barnes. We recently transferred an extra man to Philadelphia 
to help out there and more are included in next year’s budget. 

Mr. Froop. When you are confronted with this kind of serious 
problem in an important area in a big State, it should not be down 
to the question of one man. I don’t think we want to argue about 
one man or one salary. You have a bad chronic problem and we are 
all trying to help. Small business is helping up there and you should 
not worry about pinching pennies or sending a man from Washington 
there. Get somebody and try todo it. You can get the money to do it. 
That is a chronic problem. 

(Discussion held off the record.) 


LIMITED LOAN PARTICIPATION PLAN 


Mr. Fioop. I notice in your statement you refer on page 5 to what 
you call the limited loan participation plan under which it is pos- 
sible to provide assistance to the small-business man. I think your 
limit is $15,000 ? 

Mr. Barnes. Yes, sir. 

Mr. Fioop. How long has that program been in effect; how was it 
created and how is it operating? Have any loans been made? Why 
was there a need for this program ? 

Mr. Barnes. The program was announced and made effective Jan- 
uary 1 of this year. It has been very successful, in my opinion, so far. 
It has been received with general acceptance by the banks, particu- 
larly the small banks and our inquiries have increased to a rate of 
four to six thousand a month in our various field offices,. largely. due 
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to this new program. We have made probably 200 loans of this type 
of loan already. 


BREAKDOWN BY STATES AND INDUSTRY OF LOAN APPLICATION APPROVALS 


Mr. Fioop. Will you insert at this point in the record in your re- 
marks a chart showing the number of applications for loans in this 
territory ? 

Mr. Barnes. Yes. 

Mr. Froop. And an indication of the variety and different types 
of businesses and the geographic location of the loans? 

Mr. Barnes. Yes. 

(The information referred to follows :) 


Limited loan participation approvals, by States, cumulative through Mar. 31, 1956 


| 

Limited loan par- | 
ticipation loans | 
i} 

State State 


| 


| Limited loan_par- 
| ticipation loans 
approved 


p> PR, , 
| Number | Amount || Number | Amount 


Alabama titel 3 | $77,984 || New Mexico dbs 

Arizona _ ---- patie _— || New York ee ! $52, 500 
Arkansas. --- ‘ee 147, 500 || North Carolina , 60, 000 
California... ; ; 110, 200 |} North Dakota j 58, 000 
Colorado. - sis | 61,000 || Ohio_- ‘ 40, 000 
Connecticut —_ . 10,000 |; Oklahoma _— 26, 300 
Delaware-.-. - ‘ | 20,000 || Oregon ‘ cxikislell 5, 000 
District of Columbia._-._..--| - Pennsylvania eS 5 79, 500 
Florida. -_-- ae whdanain ‘ 25,000 || Rhode Island . 

Georgia... --- Sata 5 | 239,100 || South Carolina. -- gas 65, 000 
a a are . ‘ | South Dakota_---- = Saree 

Se 9 | 140,500 || Tennessee : | 86, 000 
Indiana 80, 200 Terns...- hareiae ; a4 | 148, 750 
lowa : a | 137,400 || Utah ‘ = ae cial : 
Kansas- ----- ox , 169, 500 || Vermont get ea 17, 900 
IE 6 ons occa cu | 5 82, 000 Virginia ati | 36, 000 
Louisiana - ------ 10,000 || Washington 6, 900 
Maine = eal 7,000 j| West Veemis................. 2 | 35, 000 
Maryland ------- : a 2} 27,000 || Wisconsin --- oe 2) 169,975 
Massachusetts... ._. a 49,500 || Wyoming 

Michigan. -- ; bawsocant 20,000 || — - —— 
Minnesota.-....-._--- ; 185, 540 | NE Ac mabe ial 21; 2, 829, 249 
Mississippi--------- een 18, 000 || = = 2 
Missouri. _-_- ne 132,000 || Reeapitulation by type of 

Montana..--_--_--- aie ieee | 27,000 || loan: | 

Nebraska phacdttlwanuc 47,000 |} Immediate participation 106 | 1, 449, 284 
Nevada ; : : | Deferred participation 107 | 1,379, 965 
New Hampshire__- | 1 5, 000 || TO... 213 | 2,829, 249 
New Jersey kcoeeath | 114, 000 | 


'In relation to the number approved, there have been approximately 275 limited loan participation 
applications received. Separate records on limited loan participation applications received as opposed to 
other business applications received are not maintained, and therefore only an approximate figure can be 
given. It is apparent, however, from this estimate that the limited loan participations approved are ap- 
proximately 77 percent of applications filed as compared with an average of 52 percent for all types of business 
loans for the current year through February 28. This indicates the high quality of applications being 
received under this program. 
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Limited loan participations approved, by industry, cumulative through Mar. 31, 1966 


| 

|Limited loans par- 
| ticipations loans 
| approved 
| 


Industry classifications 


™ Total 
Number | amount 








Nonmanufacturing industries: 

Wholesale: 
Automotive equipment 
Groceries and meats. .-_--_- 
Other (10 individual industries) - 

Retail: 
Lumber and building materials-- wae 
Hardware, heating, and plumbing | equipment. 
Farm-implement dealers ‘ 
General merchandise 
Groceries and meats. _-__- 
Bakeries-- 
M otor-vehicle dealers-.-..-__---_- i 
Tire dealers Si aie dl ad tak arta 
Service stations__- 
Clothing stores __ 
Furniture and appliances_- 
Eating places- ea 
Drug stores-- tt ia = lar 31, 000 
Hay, grain, and feed stores. -_- REESE EEE EE IR OG OOD Se AE 70, 240 
Other _____-- 47, 000 


$37, 500 
35, 000 
162, 500 


89, 600 
142, 000 
94, 500 
72, 500 
91, 250 
33, 000 
98, 500 
102, 000 
26. 500 
248. 500 
123. 084 
55, 650 


NIWOOIDDSNIANN SK ODOM Cowrt 





Total, wholesale and retail trade 1, 560, 324 
Construction -- : 196, 500 
Other nonmanufac turing-- cone 2 332, 925 


Total, nonmanufacturing PA WSN ee Ye 52 | 2, 089, 749 


Manufacturing industries: 

Food and kindred products--__- 92, 500 
Textile-mill products and apparels --- Re : f 75, 000 
Lumber, wood products, and furniture 209, 600 
Printing. 2 22, 500 
Concrete products ‘ k ha, 500 
Fabricated-metal products - 53, 800 
Machinery- a ; 115.600 
Other manufacturing. 


Total, manufacturing 739, 500 


NE as | 213 “2, 829, 249 





NEED AND IMPORTANCE OF PLAN 


Mr. Barnes. This is a program I devised myself. 

Mr. Fxioop. I am sure it is a good one. 

Mr. Barnes. As an indication of why it was necessary, under our 
regular program, the average loan had been about $50,000 and the 
average term between 5 and 6 years. So it was apparent that it was 
the larger small companies ‘ather than the Main Street merchant or 
the small service establishment that was being served. 

Mr. Froop. Not only the service establishment, but I understand 
small retailers. 

Mr. Barnes. Yes, sir. And the principal reason they were not able 
to get assistance under our regular loan program was the type of col- 
lateral they would usually want to offer. They were in a rented 
building; all they had were fixtures and inventory. 

Mr. Fioop. I think this is one of the most important things you are 

striking at. 

Mr. Barnes. It is being widely accepted. I believe it will be a suc- 
cessful program, and it is important because it takes fewer people 
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to serve it, because the banks actually handle the applications and 
close the loans. And whenever we can do that, we can save salaries. 

Mr. Froop. Let me tell you this: This is the kind of program that 
the average Member of Congress feels was always meant for the 
Small Business Administration program to be. And if it is as good 
as you think it is and that I think it is, I wish you would emphasize 
your concern. This is your baby. I feel this is a thing that can be 
of tremendous service to the small town, the small retailer, the small 
service establishment, the small loans of $15,000. You can do a 
fantastic good. 

Finally, I have said on the floor for years, ever since this thing 
was created, and others have said, and many of your people have 
said, and your own organization from the inception, that there is 
something the matter with this law; that your hands are tied. If 
there should be a better law, if it could be amended in some way, if 
there are provisions that are not in it or in addition to those now in 
it, if much better, more effective and desirable Small Business Ad- 
ministration officers could be put into the field, if we would do some- 
thing for this place and that place, if we would give you a better law 
or more desirable things, you would be able to accomplish the purpose 
more than you are able to do with what Congress has given to you. 


SUGGESTIONS FOR STRENGTHENING OF PROGRAM 


Now, do you have any suggestions; does your staff have any sug- 
gestions? Can you assign a task force to think about it and give us 
suggestions ? 

This Congress, I think, will be happy to do anything within reason 
that your organization feels you can suggest to us to do to accomplish 
your purpose. What do you want; what do you suggest; what is the 
matter with your law; how can we help you ? 

Mr. Barnes. After working under the law, there are really very 
few places in the law itself that I would recommend be changed at 
this time. I do not say this facetiously at all, but we have a lot of 
things we can do under this law when we can get around tothem. And 
I think the most important thing for us is to have the hands and the 
eyes, and the minds to carry out these programs. We were hopeful 
of doing some additional things last year, but we did not have as many 
people as we needed actually to do them. I say that in all sincerity— 
we did not. Then we had to take our trained people away from their 
regular assignments and put them on disasters. 

Mr. Fioop. Whose fault was it—yours, for not asking, or ours 
for not giving it to you? 

Mr. Barnes. It was my fault in not being able to sell you on our 
need for it when I was before this committee last year. 

Mr. Fxioop. Did you ask for it and we did not give it to you? 

Mr. Barnes. We were cut back $700,000 on salaries and expenses 
last year. 

Mr. Fioop. Then if there is anything wrong in that area, it is our 
fault ? 

Mr. Barnes. I think the best thing that can be done to strengthen 
this program is for us to have enough people to do the job. 





Mr. Foon. | certainly agree with that. If you are as good as you 
say you are and as necessary, we have to help you. 

Mr. Barnes. I want to be modest. I mean the possibilities are 
there. If we can get around to all of the places we are needed, there 
are some problems that can be solved by us. We negotiate with the 
military departments; we have devised new programs that I believe 
will be increasingly effective. It takes weeks and months to get that 
done; but in the detailed work (you are familiar with it in your part 
of the State) it takes a man to go there, to see people, to actually 
do the work. 

Mr. Foon. Let me tell you this: In fairness to this committee and 
in fairness to the House, the reputation of the Small Business Admin- 
istration around this House has been anything but good. As a matter 
of fact, it has been very bad, and nobody had a good word to say for 
you, or not many, because you were not doing anything for a long 
period. But now that definitely seems to be changed and the attitude 
around here seems to be different, and I hear a lot of nice things said 
about you all over the country in those areas where you were last year. 
Maybe you have gotten right with God and maybe you will do better. 

But the reason you were not getting what you wanted was not be- 
cause Congress did not think you should have the money, but it did 
not give you the money because we could not see anything being done. 

Mr. Preston. I think in fairness to Mr. Barnes, that reputation 
grew here before he took office. 

Mr. Fioop. That is correct. 

Mr. Barnes. We are a new agency; we had to assemble employees 
and train them. It is like having a bank with 40 branches. And 
each of our people now are able to accomplish a third to a half more 
than they could a year ago, and we are continually streamlining pro- 
cedures so that the men and money will reach as far as possible. 

Mr. Foon. I, for one, would like to see you get within reason what 
you think will help you do this good work. 


TYPES OF LOANS MADE BY AGENCY 


Mr. Horan. Can you give us an outline of the various types of loans 
you have? Iam a little confused. You have these limited partici- 
pation loans. 

Mr. Barnes. Yes, sir. 

Mr. Horan. What are the other categories? 

Mr. Barnes. Under our law, we are not permitted to make a direct 
loan if we can make a participation loan with a bank; we cannot make 
an immediate participation loan if a deferred participation loan is 
available at a bank. By “deferred participation loan” we mean where 
the bank agrees to take a share of the loan and we agree to take a share 
of the loan. In deferred participation loans, the bank agrees to put 
up all of the money; we agree, in effect, to guarantee our share, or to 
buy our share at some time in the future if the bank needs the cash. 
Then our share of the loan does not count against the bank in its own 
records, insofar as its maximum lending limit is concerned ? 

Mr. Miter. You mean a bank that could not loan more than 
$40,000 under State law, can loan this way and you guarantee the 
loan; is that right? 
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Mr. Barnes. Yes, sir. When I was talking earlier, I told you there 
were three types of loans—immediate participation where the bank 
puts up its money, and we put up our money at the same time, and 
deferred participations. In both of these types of loans, usually the 
bank goes ahead and closes the loan; we do not have to use our em- 
ployees to any great extent and clei arly the more of that type of loan 
that we have, ‘the less expensive it is to the Federal Government. 

Mr. Miter. Now the limited participation loan, then, is in two 
classes—immediate and deferred ? 

Mr. Barnes. The limited loan participation is really a fourth kind 
of loan. They are both immediate and deferred participation loans, 
but this is a type in which we have made certain limitations. 

Mr. Horan. Could we put those in the record in order, so that we 
will understand the various types of loans and with an explanation 
so that it will be clear to me; because we do get inquiries from our small 
people about how they can qualify. 

Mr. Preston. Will you put a statement in the record on that? 

Mr. Barnes. Yes, sir. In addition, we have some very good litera- 
ture that describes each type of these loans , including one pamphlet 
in particular that deals directly with the limited loan participation 
plan. I will be glad to send you several of those. Many Members 
answer their constituents’ inquiries by just sending that folder out 
when they receive the inquiry. 

Mr. Bow. Will you please send them to each member of the com- 
mittee ¢ 

Mr. Barnes. Yes. 

(The information referred to is as follows :) 


Types oF LOANS MADE BY THE SMALL BUSINESS ADMINISTRATION 


The following is a summary description of the various types of loans made by 
the Small Business Administration : 


1. BUSINESS LOANS 


(a) Deferred participation 

These loans are made to small-business concerns in participation with a local 
lending institution. This institution disburses the entire loan, using its own 
funds, with an agreement by the Small Business Administration to purchase its 
agreed portion of the loan at any time upon demand. 

In such loans the entire interest return is received by the bank and the bank 
pays the Small Business Administration a participation fee, ranging from 1 to 
2 percent of the Small Business Administration’s portion of the loan, depending 
upon the percentage of participation which the Small Business Administration is 
called upon to guarantee . 


(b) Immediate participation 

These loans are made to small-business concerns in participation with a private 
lending institution with an agreement by the Small Business Administration to 
immediately purchase its portion of the loan. 

The loan may be administered by the bank or the Small Business Administra- 
tion, as the bank may determine, and the interest is proportioned in accordance 
with the investment of the bank and the Small Business Administration in the 
loan. 

(ec) Direct 

These loans are made to small-business concerns directly by the Small Business 
Administration, when neither a deferred or immediate participation with a pri- 
vate lending institution is available. 

In such loans the Small Business Administration makes and services the loan 
and, of course, collects the full interest return, 
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.1) Limited loan participation 


These are loans designed to make credit available to small wholesalers, retail- 
ers, and service establishments, which have limited collateral to secure a loan 
under any other plan. 

The loans are made in participation with a private lending institution which 
has the responsibility of determining the adequacy of the collateral. These loans 
may be made either on a deferred or immediate basis and the bank must take at 
least a 25 percent participation, which must be new exposure on the part of 
the bank, or it may include good current loans made by the bank and still 
outstanding. 

The Small Business Administration’s portion may not exceed $15,000 or 75 
percent of the entire loan, whichever is the lesser. 

Loans are made for a maximum term of 5 years with interest set by the 
bank at a rate no higher than 6 percent. 


2. POOL LOANS 


Authority for this type of loan was included in the amendment to the Small 
3usiness Act of 1953. Such loans are made to corporations formed by small- 
business concerns for the purpose of producing or securing raw materials or 
supplies. 

Pool loans may exceed the $250,000 limit imposed by the Small Business Act 
and may amount to $250,000 multiplied by the number of small-business con- 
cerns forming the corporation. 


3. DISASTER LOANS FOR BUSINESS AND HOMEOWNERS 


These loans are made to victims of floods and other disasters to enable them 
to restore their property to a predisaster condition. Loans may be made for 
a period of 20 years at a rate of 3 percent per annum. The loans may be either 
direct or in participation with a private lending institution. Also included under 
this category are drought disaster loans made to small-business concerns which 
have suffered economic injury as a result of the drought. 


TIME LIMITATIONS ON REPAYMENT OF LOANS 


Mr. Mixxer. In that connection, I think it would be interesting to 
know what is your rule or policy as to the extent of the time element. 
How long a loan can you make? 

Mr. Barnes. We can make disaster loans up to 20 years for both 
businesses and homeowners who lost their homes in a disaster. Busi- 
ness loans of any of these other kinds can be made up to 10 years. 

Now on the limited-loan participation, we have ourselves placed a 
limit of 5 years on those because of the nature of the loan. As I indi- 

cated here a minute ago, the chief distinction between these types of 
res ans from an appropriation standpoint, is that direct loans and 
immediate participation loans are an immediate drain on the revolving 
fund because we have to put up the money immediately. On the de- 
ferred participations, we reserve funds equivalent to 15 percent 
of such loans. We notified the committee when we changed that ac- 
counting practice, which formerly was to keep a 100-percent reserve. 
We found we were only called upon to buy our share in these loans in 
roughly 3 to 5 percent, although more recently it has increased to 

7.8 percent. So, in effect, the more percentage of deferred participation 
alan we have, the less withdrawals there are from the Treasury; we 
have less appropriations necessary; and it takes less salaries and ad- 
ministrative expenses to make this type of loan. Also, it is really more 
effective for the borrower, because it is his bank that is in the loan and 
when he pays it off, he has built up a credit record with the bank and 
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usually can get an additional extension of credit; or, if he has done a 
good job, they will lend him an additional amount of money. So we 
try to have the borrower first get the deferred-participation type of 
loan; then, second, immediate participation and, third, the direct 
loans. 

However, during this last month, there was a change in the type of 
loans we received, and I would really like to show you a chart of what 
happened. By having a larger percentage of immediate participation 
loans, it immediately put a drain on our revolving fund and where 
we previously thought we would have oo funds to last until June, 
the fund was exhausted by the fact the banks asked us to take im- 
mediate participations, instead of deferred peli semen The ques- 
tion became this serious: I have delegated authority to these field 
offices in Philadelphia, Cleveland, and all around the country to 
approve certain types of loans, so it takes us a few days to get our 
records in and see exactly how much funds have been loaned. When 
we tabulated what happened in March, we found we were so near the 
end of the revolving fund that we immediately got a new tabulation 
for that week and found there was only $2 million left. Consequently, 
[ had to issue instructions to our field offices for them to stop approv- 
ing business loans until they received further instructions. In other 
words, until this supplemental goes through, we have about a $2 mil- 
lion reserve from which we can make disaster loans, I thought that 
should be done, since those people who have suffered a disaster have to 
get back under a roof and shelter. But that was the meaning of my 
earlier statement about the change in the type of loans that occurred in 
February and March. 


PARTICIPATION OF BANKS IN PROGRAM 


Mr. Miter. You are also having a little tightening on the money 
situation in the banks, are you not? 

Mr. Barnes. That was the reason given in most of those loan sit- 
uations this year. However, I was glad to see that the banks did not 
abandon the program. There are still just as many of our loans which 
are bank participation loans; but, instead of the banks putting up all 
of the money, they said in effect, “You put up your share immediately 
and we will put up our share immediately.” We still have about 66 
percent of the loans in which the banks are taking part; but obviously 
their portfolios are full and the hard money situation has made them 
restrict the amount of cash they would pay out. 


ADEQUACY OF BUDGET ESTIMATE FOR REVOLVING FUND 


Mr. Mriter. Do you feel you have asked for enough for the revolv- 
ing fund to meet the foreseeable needs for the coming fiscal year; that 
there is enough requested here for the revolving fund ? 

Mr. Barnes. Yes, sir; I feel there is, unless there is a disaster larger 
than the one we had last fall that extended through 6 or 8 States. 
If we have a disaster in which only eight or ten million is involved, 
we will still have enough for the following fiscal year. 
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COMPARISON OF PERSONNEL NEEDS FOR LENDING AND NONLENDING 
ACTIVITIES 


Mr. Mixer. I understand you are on a rather austere basis with 
regard to personnel. I understand you not only have to train them, but 
you have to be ready to meet those emergencies and to shift your per- 
sonnel around. Within the two categories of giving loans, or process- 
ing loans, and in the field of assisting small business to get (yovern- 
ment contracts, which place do you feel the need of assistance most ? 

Mr. Barnes. Well we have requested a very small increase in non- 
lending activities and that reaches the largest number of small busi- 
nesses. In other words, we reach tens of thousands of small concerns 
in our nonlending activities. The fact that I have talked most about 
lending does not mean I think that it is the most important. Because 
the nonlending activities are widespread, they bring benefits to more 
people. But “the requirements of the loan program are such that 
management cannot control its volume. If an application is filed, 
we have to process it. So that is the reason we have asked for more 
people in connection with the loan program. 

Mr. Mixer. But that has nothing to do with the emphasis that is 
being put on it? 

Mr. Barnes. That is right. 

Mr. Miter. I would like to say that I have been very much pleased 
at the results you seem to be getting, and I know your Baltimore 
office has done a very fine bit of work for the part of the world that 
I come from, and I hope you will keep on pushing the program, 


VIEWS OF NATIONAL FEDERATION OF INDEPENDENT BUSINESSES 


Mr. Preston. We will insert in the record at this point a telegram 
from the National Federation of Independent Businesses. 
(The telegram above referred to is as follows :) 


WASHINGTON, D. C., April 10, 1956. 
Hon. PRINCE H. PRESTON, 
House Office Building, Washington, D. C.: 

Due to our extensive membership throughout the Nation, comprised exclu- 
sively of independent business and professional men, this puts us in a position 
to get information from the “grassroots” as to the overall evaluation of the 
operations of the Small Business Administration in carrying out the will of 
Congress to aid small business, particularly on two important aspects: (1) 
Business loans and emergency disaster loans, and (2) the agencies’ expected 
help to aid small business in Government procurement. Further, we make it 
our business in any given year to visit regional offices of SBA to satisfy ourselves 
that the agency is carrying out the will of the Congress. Recent reports by 
eminent authorities in the press state in substance that the country today is 
facing a tight money situation which will have a tremendous bearing on the 
future of small business in their financial operations. In fact, it makes it 
imperative that the Small Business Administration be allowed to continue at 
its highest level. However, the agency must confine itself to the principal fac- 
tors, Nos. 1 and 2 above. It is our information that the Bureau of the Budget 
has approved the sum of $6,500,000 in appropriations to the Small Business 
Administration for the fiscal year ending July 31, 1957. If this sum is appropri- 
ated for the operations of SBA that agency would then be unable to offer any 
alibi for failure to carry out the entire intent of the Congress. Our interest is 
only one interest—needed protection and help to efficient small business in the 
overall economy of our Nation. Urge favorable action by your committee on 





the Budget Bureau recommendation. Will you kindly have this message read 
into the record of the hearings and made a permanent part of the record? 
GEORGE J. BURGER, 
Vice President, National Federation of Independent Business 
ReEvotvine Funp 


Pregram and financing 


[All data shown apply to SBA share only of loans authorized, collected, ete.] 


1955 actual 1956 estimate | 1957 estimate 


PROGRAM 
Loan commitments: 
Business loans: 
Direct $14, O80, 000 
Immediate participation ( . , B80, O00 
Deferred participation 22, 24, 040, 000 


Total business loans : f : 5, 8, 000, 000 
Disaster loans__-- 7 . 35, , 800, 000 
Less: 85 percent of deferred participation loans ‘ . 9, 314, , 434, 000 


Net total 53, ; 366, 000 
Administrative expenses 2, ; ; 3, 710, 000 
Other expenses 


Total operational program 56, s 4, . OTF, 
Interest expense on appropriated funds expended 275 ; , 929, 


Total program... .- i sates 56, 703, 35, 2, 005, 
FINANCING 


Amounts becoming available: 

Appropriation for principal of fund 5, 000, 000 25, 000, 000, 
Principal collection on loans 3, 710, 674 , 685, , 501, 
Repayments to banks on deferred participation loans not 

purchased by SBA 2, 213, 990 
Interest income from loans , 441 2, 123 3, 482, 000 
Fee income on deferred participation loans , 028 Zz 639, 000 
Other receipts , 019 
Termination of deferred part‘cipition agreements 211, 884 20, 120, 000 
Cancellation of loan commitments , 677, 276 Y, 815, 7, 700, 000 
Adjustment for deferred participation loans through June 

30, 1955 . 


Total amounts becoming available , 675, 31! 13, 945, 84: 56, 442, 000 
Balance brought forward__. ; ‘ , 173, 278 20, , 902 18, 172, 745 
Total available i, . 5g 84, 090, 745 74, 614, 745 
Balanee carried forward ‘ - 20, , 902 , 172, — 32, 609, 745 


Financing applied to program. __- 56, 703, 689 55, 918, 42,005, 000 





898 


Budget authorizations and receipts, expenditures and balances 


[All data shown apply to SBA share only of loans disbursed, collected, etc.] 


BUDGET AUTHORIZATIONS AND RECEIPTS AVAILABLE 


I oc ictnchccckechnsksdaeetareesstaesaiiners 


Receipts from operations: 

Collection of loans: 
Business loans 
Disaster loans 

Sale of assets acquired 

Interest income from loans: 
Business loans---..-....- a aciaciisasia wae phl 
Disaster loans 


Total receipts from operations 
Balance brought forward: 
Unobligated 
IN a a he 


Total budget authorizations and receipts available 


EXPENDITURES AND BALANCES 


Gross budget expenditures: 
Loans disbursed: 


I a et aed LER 


Administrative expenses 
Interest expense on appropriated fund expended 
Other expenses. -- 


Increase in working capital other than cash 


Total gross budget expenditures 
Balance carried forward: 
Unobligated 
Obligated 


Total expenditures and balances 


1955 actual 


1956 estimate 


1957 estimate 





| $25, 000, 000 


3, 358, 879 
351, 795 


624, 173 
66, 268 
162, 675 | 


4, 572, 162 


30, 173, 279 
21, 325, 022 


$25, 000, 000 


20, 144, 902 
33, 083, 796 


$30, 000, 000 


18, 172, 745 
11, 156, 153 





81, 070, 463 


19, 770, 799 
5, 005, 775 
2, 620, 665 

275, 990 
19, 530 
149, 006 


88, 450, 698 | 


77, 950, 898 





27, 841, 765 
20, 144, 902 
33, 083, 796 





81, 070, 463 


Budget expenditures 


Gross budget expenditures 


Receipts from operations...................-- sis eisiciaeachtaaend | 


Net budget expenditures 


Distribution of net budget expenditures: 
Out of current budgetary authorizations 
Out of receipts and balances of the fund 


| 
1955 actual | 


| 
$27, 841, 765 
4, 572, 162 | 


23, 269, 603 | 





—1, 730, 397 


59, 121, 800 


18, 172, 745 
11, 156, 153 


88, 450, 698 | 


1956 estimate | 


$59, 121, 800 
10, 222, 000 


48, 899, 800 


25, 000, 000 
23, 899, 800 


ScHEDULE A-1. Accrued expenditures by objects 


07 Other contractual services: Reimbursement to ‘Salaries 
and expenses, Small Business Administration”’ 

14 Interest expense on appropriated funds expended 

16 Investments and loans ; 


Total accured expenditures 


35, 389, 700 


32, 609, 745 
9, 951, 453 


77, 950, 898 


1957 estimate 


i re A ee 


$35, 389, 700 
18, 622, 000 


16, 767, 700 


30, 000, 000 
—13, 232, 300 


1955 actual | 1956 estimate | 1957 estimate 


$3, 710, 000 
1, 929, 000 
29, 543, 000 


35, 182, 000 





Condensed statement of income and expense and financial condition 


{All data shown apply to SBA share only of loans receivable, income from loans, etc.] 


Income: 
Interest income from loans-.- 


Free income on deferred participation loans. _---_.-.. wal 


Other income 
Total income 


Expenses: 
Administrative expenses 


Interest expense on appropriated funds expended._______ 
Other expenses including allowances for losses_..........-- | 


Total expenses 
Net loss (—) 


Assets: 
eso 
Other current assets 


Loans receivable: 
Business loans 
Disaster loans - 


Investment of U. 8. Government: 
Principal of fund: 
Interest bearing 
Noninterest bearing 
Deficit (—) 


Total investment of U. 8. Government 





$690, 441 | 
160, 028 | 


2, 620, 665 
275, 990 | 
738, 382 2 


—2, 781, 7 | 


53, 228, 698 
96, 647 


2, 125, 000 | 
412, 000 | 


853, 116 


3, 633, 000 | 
1, 239, 000 
2, 164, 700 | 


7, 0686, 700 | 


29, 328, 898 
422, 447 


4, 519, 700 | 


1955 actual | 1956 estimate 1957 estimate 


$3, 482, 000 
639, 000 


3, 710, 000 

1, 929, 000 

867, 300 

6, 506, 300 


— 2, 385, 300 


42, 561, 198 
_ 630, 147 








18, 313, 479 
4, 957, 794 | 


23, 271, 273 
741, 966 


22, 529, 307 
22, 787 


75, 877, 439 





66, 562, 707 


33, 883, 479 

35, 626, 794 | 

69, 510, 273 
2, 947, 566 


44, 723, 479 
39, 828, 794 
84, 552, 273 

3, 817, 266 


22, 787 


96, 336, 839 


80, 735, 007 
22, 787 


123, 949, 9,139 





158, 567 
28, 822 


187, 389 | 


158, 567 
7, 922 


166, 489 


158, 567 
5, 522 


164, 089 





| 


23, 328, 210 
56, 671, 790 
—4, 309, 950 


| 


68, 595, 010 
36, 404, 990 
—8, 829, 650 


81, 652, 610 
53, 347, 390 
—11, 214, 950 


75, 690, 050 | 96, 170, 350 360 | 123, 785, 050 


SUMMARY JUSTIFICATION DATA 


Mr. Preston. The next item will be the “Revolving fund,” which 
is found on page 193 of the committee print and page 38 of the 


justifications. 


We will insert in the record pages 12 through 17 of the revised 


justifications. 


(The matter above referred to is as follows:) 


REVOLVING Funp, SBA 


FISCAL YEAR 1957 BUDGET AMENDMENT 


The recent increase in business loan applications, particularly in the direct 
and immediate participation categories, coupled with unusually heavy disaster 
loan commitments have made it necessary to request a supplemental appropria- 
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tion of $20 million for the fiscal year 1956 and to request that the $30 million 
budget estimate for the fiscal year 1957 be increased to $50 million. 

The estimate for the fiscal year 1957 has been based on anticipated business 
loan approvals of 175 per month averaging about $32,000 each and a disaster 
loan program of $8,800,000. After allowing for estimated loan repayments of 
$19,200,000 and other miscellaneous income and expenses there would be an 
estimated reserve of almost $26 million. A reserve of this size does not appear 
to be excessive in view of the urgent loans requirements (approximately $30 
million) of business and home owners who suffered from east coast floods and 
hurricanes last fall. The following highlights the status of the revolving fund 
as of March 31, 1956: 


Funds appropriated_______-_- 5 $105, 000, 000 
Loans outstanding: 


I a 32, 202, 874 
Disaster : 27, 435, 946 


59, 638, 820 
Undisbursed loan authorizations: 


Business 133 878. 855 
Disaster 12. 354. 


Total +33. 378, 855 
Expenses and miscellaneous adjustments__._____.______________ 6, 504, 634 


Total net charges to fund 99, 517, 309 


1 Bxeludes $29,737,138 of deferred participation loans not considered as a commitment 
against the revolving fund. 


Uncommitted balance of the revolving fund 


30, 1955 $26, O88, 220 Feb. 29, 1956 $13, 263, 958 
. 81, 1955 21,504,819 Mar. 31, 1956 5, 482, 691 
31, 1956 18, 675, 735 
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REVOLVING Funp FoR BUSINESS AND DISASTER LOAN PROGRAM 


Program and financing 





1956 1956 actual, 1956 1957 1957 
stim se 1 July- revised timat revised 
- “ Feb. 2% estimate es estimate 


1955 actual 


PROGRAM 


Loan commitments: 
Business loans: 
Direct. _--- $14, 812, 507; $14, 238, 000) $12, 619,810) $21, 476,000) $15, 080, 000 
Immediate participa- 
Cis. svc 9, 110, 207 8, 400,000! 12,108,487) 24,072, 000 8, 880, 000 
Deferred participa- 
i Se _.| 22,065,314; 22,722,000) 10,494,598) 21,474,000; 24,040,000 


Total business 
loans ...--.--| 45,983,928) 45,360,000) 35, 222, 895 , 022,000) 48, 000, 
Disaster loans.._.........| 7, 799,476; 35,000,000) 33, 334, 704 000,000) 8, 
Less: 85 percent of de- 
ferred participation | 
MOOG 5 cia inctiteSenant ..----| 19,314,000 8, 920, 409 , 253, 20, 434, 000 


Net total_ __ , 7 53, 787, 504) 61,046,000) 59, 637, 190 366, 000 
Administrative expenses 2, 620, 665 3, 633, 000 3, 663, 400 3, 3, 710, 000 
Other expenses. --_.-..-- 19, 530} - - - seltext 250 


Total operational pro- 

gram dbie te 56, 427, 699, 64, 679,000; 63,300,840, 97, 2) 090 
Interest expense on appro- 

priated funds expended. 275, 1, 239, 000 646, 933 


. 500, ‘ 000 
Total program__......| 56, 703, 689) 


65, 918,000; 63, 947, 773 169, 2: é 000 


FINANCING 


| 
| 
| 
| 
| 
| 


Amounts becoming available: | 
Appropriation for princi- | } 
OO a cleanses 000; 25,000,000; 25, ¢ 
Proposed supplemental | | 
appropriation... .......- 
Principal collection on | 
loans a taenie <r N74 7, 685, 000 
Repayments to banks on | 
deferred participation | 
loans not purchased by | 
Bie kites onan al 990. ; on 
Interest and fee income... 469 2, 537, 000 1, 266, 
Other receipts or i a Ezek 
Termination of deferred | | 
participation agree- | 
ments 211, 884 120, 000 
Cancellation of loan com- 
mitments 14, 677, 276 9, 815, 000 6, 822, 931 4 , 000 
Adjustment for deferred | 
participation loans 
through June 30, 1955 ..| 18, 788.843) 18, 788, 843 . 788, 843 


Total amounts be- | 
coming available 46, 675,312! 63,945,843) 57,066,830) 88, 761 442, 9, 470. 
Balance brought forward 30, 173, 20, 144,902; 20, 144,902) 20, 902 172, 74! 9, 422, 


Total available. _. 84,090,745) 77,211, 732, 108, 663) 74, 614, 745 , 892, 
Balance carried forward —20, 144, —18, 172, 745| —13, 263, 959; —9, 422, 32, 609, 745 —25, 916, 


Financing applied 
program _.__- 56, 703, 689; 65,918,000 63,947,773) 99, 2 2,005,000! 62, 976, 


! As contained in the 1957 budget submission, 
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Condensed statement of income and expense and financial condition 


Interest income from loans 


Fee income on deferred participation loans_| 


Other income... 
Total income 


Administrative expenses_.- 


Interest expense on appropriated funds 


expended __- ; 


Other expenses including allowances for 
Rd Ee eee Pe 


Total expemse--_.........--- 


Assets: 
RR. eues 


Other current assets. ____- 


Loans receivable: 


Business loans_..------ ae 


Disaster loans 


_ | SE eee ea 
Less allowance for losses 


ee oe 


Liabilities: 


Total liabilities 


Investment of U. 8. Government: 


Principal of fund: 
Interest bearing 


Noninterest bearing 


Deficit 


i 
| } 


| 


| 1955 actual 


$690, 441 
160, 028 
2, 647 | 


1956 esti- 
mate 


| $2, 125, 000 


1956 revised 


| estimate 


$2, 350, 000 


1957 esti- 
mate 


$3, 482, 000 
639, 


[All data shown apply to SBA share only of loans receivable, income from loans, etc.] 


1957 revised 
estimate 


$4, 040, 000 
600, 000 





853, 116 | 
(es 


2, 620, 665 | 
275, 990 


2, 537, 000 


2, 184, 700 


2, 858, 050 


4, 121, 000 
8,710, 000 
1, 929, 000 


| 867, 300 





fii ie 3, 634, 887 


53, 228, 698 
96, 647 





18, 313, 479 
4, 957, 794 


23, 271, 273 
741, 966 


22, 529, 307 


75, 877, 439 


158, 567 





—4, 51 


29, 328, 898 
422, 447 


33, 883, 479 
35, 626, 794 


69, 510, 273 


2, 947, 566 


66, 562, 707 


96, 336, 839 


158, 567 
7, 922 


8, 258, 050 


9, 700 |—5, 508, 050 


31, 162, 566 
440, 447 


43, 086, 479 
44, 257, 794 





3, 621, 466 


21, 869 


158, 567 


| 23, 328, 210 | 68, 595,010 | 86, 494, 342 
56, 671, 790 | 36, 404,990 | 38, 505, 658 


—4, 309, 950 


Total investment of U. 8. Govern- 


—8, 829, 650 


—9, 818, 000 


7, 344, 273 
83, 722, 807 


115, 347, 689 


6, 506, 300 


—2, 385, 300 


42, 561, 198 
630, 147 


44, 723, 479 
39, 828, 794 
84, 552, 273 

3, 817, 266 





80, 735, 007 
22, 787 


123, 949, 139 


158, 567 


81, 652, 610 
53, 347, 390 
—11,214,950 


4, 640, 000 
~~ 4, 610, 000 
2, 100, 000 
1, 244, 900 


7, 954, 900 


—3, 314, 900 


49, 194, 166 
730, 847 


69, 372, 479 
47, 579, 794 


116, 952, 273 
4, 835, 666 
112, 116, 607 
21, 869 

162, 063, 489 


158, 567 


113, 852, 742 
61, 147, 258 


161, 867, 100 
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Budget authorizations, receipts, expenditures and balances 


[All data shown apply to SBA share only of loans disbursed, collected, etc.] 





1955 1956 1956 1957 1967 


revised revised 
actual estimate estimate estimate estimate 


BUDGET AUTHORIZATIONS, RECEIPTS AND 
BALANCES AVAILABLE 


Appropriation $25, 000, 000 | $25, 000, 000/!$45, 000, 000 |$30, 000,000 | $50, 000, 000 


Receipts from operations: 
Collection of loans: 

Business loans_-.-.-_. ak 3, 358, 879 

Disaster loans 351, 795 

Sale of assets acquired 8, 372 

Interest income from loans: 

Business loans 624, 173 

peebane WGN, . 52 di eke 66, 268 

Fee and other income-.._._........-- = 162, 675 





Total receipts from operations. ----_- 4, 572, 162 12, 250, 918 
Balance brought forward: 
CNEL. sho Sah earoengetiabsidntl 30, 173, 279 , 144, 20, 144, 902 | 18, 172,745 9, 422, 413 
Obligated 21, 325, 022 | 33, 083, 796 33, 083, 796 | 11, 156, 153 21, 740, 153 


' 

Total budget authorizations and 
and receipts available 81,070, 463 | 88, 450,698 | 110, 479, 616 | 77,950, 898 | 105, 002, 566 
———— ————— ————————————— — 








EXPENDITURES AND BALANCES 


Gross budget expenditures: 

Loans disbursed: 
Business loans 19, 770, 799 32, 773, 000 | 21, 543, 000 
Disaster loans. -...---.--.--- : 5, 005, 775 ‘ 40, 800,000 | 8, 000, 000 
Administrative expenses. --- 2, 620, 665 ‘ 3, 900, 006 3, 710, 000 
Interest expense on appropriated 
funds expended 275, 990 1, 500, 000 
Other expenses. -__- a 19, 530 250 
Increase in w orking “capital ‘other | 
than cash | 149, 006 343, 800 








Total gross budget expenditures. --_| 27, 841, 765 | 59, 121, 800 79, 317,050 | 35, 389, 700 ) 55, ‘808, 400 








Balance carried forward: | 
Unobligated-.----- aaadcccncncnweel SR | Seber eee 9, 422, 413 32, 609,745 | 25, 916, 413 
UNG dnistt pein aS ronniicenpbsnueae ---| 33,083, 796 | 11,156,153 | 21,740,153 | 9,951,453 | 23, 277,753 














Total expenditures and balances...| 81, 070, 463 | 88, 450, 698 | 110, 479, 616 | 77, 950, 898 | 105, 002, 566 





1 Includes anticipated supplemental of $20 million. 


Budget expenditures 





1956 | 1956 sovinell 


| | 1957 revised 
estimate | estimate oe estimate 
| —. 


| 
1955 actual | | estimate 


Gross budget expenditures_.............-- 1$27, 841, 765 |$59, 121,800 |$79, 317, 050 $35, 389,700 | $55, 808, 400 
Receipts from operations - - - - - ; | 4,572,162 | 10, 222, 000 | | 12, 250, 918 | 18, 622, 000 23, 840, 000 





Net budget expenditures _-__-____- | 23, 269, 603 | 4 48, 899, 800 | 67, 066, 132 _16, 767, 700 31, 968, 400 


Distribution of net budget expenditures: | | 
Out of budgetary authorizations 25,000,000 | 25,000,000 | 45,000,000 | 30,000,000 | 50,000,000 
Out ofreceipts and balances of the fund. a8 730, 397 | 23, 899,800 | 22, 066,132 | —13, 232, 300 | —18, 031, 600 


CHANGES IN ACCOUNTING AND BUDGETING POLICIES 


Mr. Presron. At this point, we will insert in the record a letter from 
the Small Business Administration addressed to the chairman of this 
committee, dated September 22, 1955, and the chart attached thereto. 

Also a similar letter dated November 29, 1955, with the chart 
attached. 

(The matters above referred to are as follows:) 
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SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., September 22, 1955. 
Hon. PrRINcE H. PRESTON 
Chairman, Subcommittee on Commerce and Related Agencies, Appropria- 
tions Committee, House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN PreEsTON: The purpose of this letter is to advise you of 
the Small Business Administration’s activities in connection with the recent 
disasters resulting from floods and hurricanes and the impact of these disasters 
upon the authorities and funds of this agency. 

Floodwaters struck the Northeastern States on Thursday, August 18, and 
by the following Tuesday, the Small Business Administration had opened 17 
emergency loan offices to accept disaster-loan applications. The number of 
temporary offices was increased to 20 by September 1, with staffs provided by 
detailing employees from other offices, by obtaining services of Federal employees 
from other agencies, and by limited recruitment of additional employees. Also, 
numerous banks have provided services of their experienced bank credit men 
without costs to the Federal Government except for minor miscellaneous 
costs such as travel expenses. In order to provide prompt aid, loan forms were 
simplified and authority was delegated to these temporary offices to approve loans 
up to a maximum of $20,000. Authority was also provided for the regional 
offices to approve loans up to a maximum of $50,000. 

Through September 16, we have had 7,248 personal interviews and inquiries 
with persons seeking financial assistance, distributed 4,789 SBA applications, 
accepted, 947 applications for processing totaling $22,956,404, and approved 
345 loans totaling $4,174,488. Of the total loans approved, 337 amounting to 
$2,740,S8S were approved by field offices under delegated authority, and 8 loans 
amounting to $1,484,000 were approved in Washington. The attached statement 
reflects activity by office through September 16, 1955. 

You will recall that the supplemental appropriation act, 1956 authorizes the 
Bureau of the Budget to approve an increase in the amount authorized for 
transfer from the revolving fund, Small Business Administration, to the appro- 
priation for salaries and expenses to finance administrative expenses incurred 
in the making of disaster loans. Such expenses must be directly related to the 
making, disbursing, or servicing of new disaster loans. On September 15, the 
Bureau of the Budget approved the transfer of $87,400 for estimated costs of the 
first quarter’s operations. 

The rapid rate that applications for loans have been received causes us some 
concern as to the availability of funds for lending purposes. Section 204 (b) 
of the Small Business Act of 1953, as amended, places a limitation of $25 million 
on the amount of disaster loans outstanding. Of this total $17.5 million were 
uncommitted and available for new loans on August 31, 1955. No flood-disaster 
loans had been charged against the authorization at that time. I am certain 
that final applications will exceed our current intake of $22,956,404 as of Septem- 
ber 16. Our experience through June 30, 1955, reveals that we have approved 
approximately 80 percent of the applications filed for disaster loans, and if this 
rate continues, it appears that SBA may soon have exhausted its legislative 
authority to approve disaster loans. We are studying, in conjunction with the 
Bureau of the Budget, the alternatives that might be available to us during the 
recess of Congress. 

With respect to the revolving fund, our uncommitted balance, based on August 
31 figures, was approximately $39.5 million. It is obvious that this amount will 
not be adequate to provide for business loan demands for the full year as well 
as disaster requirements of the size presently indicated. We will, of course, 
continue approving disaster and business loans as long as funds are available. 
However, whether funds will be sufficient for disaster and business loan purposes 
until the Congress returns is difficult to predict at this time. 

Another unpredictable factor, in addition to other disasters that may occur, 
which may affect our fund situation is the drought disaster loan requirements 
contained in the Small Business Act, as amended August 9, 1955. This amend- 
ment provides for loans to small firms in drought areas if the agency finds that 
they have suffered substantial economic injury as a result of drought. Over 
1,300 counties in 20 States have been designated by the Secretary of Agriculture 
as drought disaster areas. A drought disaster loan program has been developed 
and placed in operation, and this could result in an additional burden to the 
presently tight fund situation. 
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We plan to keep you advised of all significant developments occurring in con- 
nection with the disaster loan program. If you have specific questions, please 
do not hesitate to let us know of them. 

Sincerely yours, 
WENDELL B. BARNES, Administrator. 


Statistical report of SBA disaster field offices—cumulative as of Sept. 16, 1955 
APPLICATIONS 


————————— 
ita Forwarded to 
Filed regional office 


Approved | Declined 


PU SN a a a i al ca a ca 
quiries | uted “ . y 
—_ Amount (N°! Amount \Num-| Num- 

er | ber | | ber | 


prion 
Woonsocket, R. I_. 57) $769, ovr} 2} $60,000) 24) $216, 800) | 
Springfield, Mass... - 63) 861, 565 3| 300, 000 45 5) 336, 165} | . 


Amount Amount 


Worcester, Mass_ -- ‘ 266 * 1, 632, 755 4 590, 055 a 139, 000 
Webster, Mass-_---- 2 131, 300 889, 700 37, 400 
Port Jervis, N. Y__. 14| POD cscs css : 52, 900) 
Kingston, N. Y_-.-- j 18 529, 818 2} 62,000 39, 550)... -._| 
Putnam, Conn y 477, 700) 8} 314,700) 7| 53, 200) 

> 
1 
1} 





Waterbury, Conn__- , 02 ( 1B} 4, 367, 405 42) 1,848,550! 26) 317,545 
Torrington, Conn_..| 41; 576,187 30, 000) 13} 139,225 
Hartford, Conn , O56 40) 1, 032, 760 111, 500| 12} 116, 840 
Winsted, Conn 2) 45) 2, 633, 982) 9) 1, 343, 000! 11 89, 800 
Ansonia, Conn___-- 56) 2, 788, 125 28! 2, 228, 900) 9} 115,000) 
Stroudsburg, Pa.- -.- 5 43) 824,869 5| 242, 200) 14} 99, 287} 
Scranton, Pa f 20} 374, 000 10 215, 000) 5| 73, 000) 
Easton, Pa-.....--- 9} ¢ 45| 794,350)--.---| 10 35, 400) 
Tamaqua, Pa ; 6) 59, 400 
Flemington, N.J__- 31% 82} 289,043}... ---|- 13) 44, 900) } 41,139 
Trenton, N. J 5 2| 28; 258,775 epee! 4 40, 200) 3) 6, 000 
New Bern, N. ] 95} 81) 373,636 |. 63! 236, 476! 

Wilmington, N. C.1_| | 15 95, 959) 6 67, 089 6 16, 200! 











133 8, 302, 694] 


Forwarded from| 
field offices 


Philadelphia, Pa--__| 289 19 682, 180) | $344, 000! | 240, 200 
Boston, Mass. -.---- 427 368) | 664, 923 9) 1, 318, » 055) 3; 208, 400) : 
New York, N. Y.--- 384 é 3 5, - 2, 158, a 93, 000} | cane 
Richmond, Va_..--- 10) Babs Bas ect [scad 
8 /£ 434, 000 ) 123, 340 











4, 789) 947/22, 956, 404| 25} 3, 3, 820, 955) 345) 4,174, 488) 14) 156,970 


1 Wilmington, N. C., field office closed as of close of business Sept. 9,1 1955. 


NOVEMBER 29, 1955. 
Hon. PRINCE H. PRESTON, Jr., 
Chairman, Subcommittee on Commerce and Related Agencies, 
Appropriations Committee, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN PRESTON : In a letter dated September 22, 1955, we outlined 
the impact of the east coast disasters upon the authorities and funds of this 
agency. It was pointed out that the limitation of $25 million on disaster loans 
would soon be reached and that funds would be insuflicient to provide for business 
loans for the full fiscal year as well as for the disaster loans. The attached re- 
port reflects disaster loan applications of $42,748,549 as of November 8, 1955. 
This volume has intensified the problems occurring in connection with the finane- 
ing of disaster loans. 

To permit this agency to meet its responsibilities and still Operate within 
Statutory limitations and funds available, two significant policy changes have 
been made in our operations. First, in accordance with an announcement dated 
October 15, 1955, from the White House, the SBA is temporarily making some 
types of disaster loans as normal business loans, bearing an interest rate of 
6 percent. Congressional leaders and Congressmen from the affected areas have 
given assurance that immediately upon the reconvening of Congress next Janu- 
ary, they will support legislation lifting the legal limit of $25 million so that 
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these temporary business loans may be converted to disaster loans bearing 3 
percent interest. In each of the contracts for these temporarily designated 
business loans, the Small Business Administration will include a provision that 
the loans will be converted to disaster loans when and if the Congress passes the 
needed authorizing language. 

Second, existing policy has been to regard 100 percent of the Small Business 
Administration's share of outstanding deferred participation loans, plus undis- 
bursed approved loans, as commitments against the revolving fund. This policy 
has resulted in the accumulation of funds appropriated in the Treasury, against | 
which there were contingent liabilities, but which were not being used. Our 
experience to date has indicated that the total amount would not be required for 
the purchase of approved deferred participation loans outstanding, and in fact 
no more than a small percentage of these funds are likely to be required. 

This previous policy followed the experience of the Reconstruction Finance 
Corporation whose lending operations consisted primarily of direct loans with 
very few bank participation loans. It appeared advisable in the beginning, there- 
fore, that SBA consider all loans approved as commitments against funds avail- 
able as well as legislative authorizations. However, our actual experience has 
been greatly different from that of the Reconstruction Finance Corporation in that 
48 percent of our total loans approved through September 30, 1955, were of the 
deferred participation type, wherein the SBA agrees to purchase a stipulated 
percentage of each loan at such time as the participating bank requests. To be 
specific, through June 30, 1955, we had purchased approximately 5 percent of the 
total deferred participation loans disbursed by the banks. In addition, however, 
we had reserved through the commitment process approximately $21.6 million 
of our revolving fund, representing 100 percent of the Small Business Adminis- 
tration’s share of outstanding deferred participation loans, plus undisbursed 
approved loans. 

In view of our experience, it appears more in keeping with the intent of 
Congress to establish a more realistic reserve of appropriated funds to cover 
approved deferred participation loans since it is improbable that the 100 percent 
present reserves would ever be required. This action will extend the availability 
of appropriated funds and thereby defer the necessity for further appropriations 
by Congress until those funds actually are depleted by actual disbursements. 
Since this policy represents a material change from the accounting and budget 
policies which this agency has been following, it was first discussed with repre- 
sentatives of the General Accounting Office and the Bureau of the Budget, and 
they expressed an opinion, informally, that it would be satisfactory for SBA to 
reduce the reserve for approved deferred participation loans outstanding. 

In line with these opinions, it has been determined that the policy of reserving 
100 percent of the amounts approved as deferred participation loans as com- 
mitments against our revolving fund will be discontinued and in lieu thereof a 
reserve will be maintained of 15 percent of the SBA share of all deferred partici- 
pation loans approved and subsequently disbursed by the banks. While this 15- 
percent reserve is somewhat higher than our actual experience, it does not appear 
to be excessive considering the relatively short time that SBA has had to 
accumulate actual experience. However, the rate will be continually reviewed 
and revised, if necessary, as additional experience with such loans is acquired. 
This method of reserving funds will eliminate the need for a supplemental 
appropriation during the fiscal year 1956 and will reduce the size of appropria- 
tions in future years. 

We plan to submit our 1957 budget estimates on this new basis and will be 
pleased to discuss this change in policy fully during our appropriation hearings, 
or earlier, if you so desire. 

Sincerely yours, 
WENDELL B. Barnes, Administrator. 
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Statistical report of SBA disaster field offices—cumulative as of Nov. 8, 1965 
APPLICATIONS 





3 ts 

| Forwarded to 

Filed | regional offices 

In- | Distrib-| we 
quiries | uted 


Approved Declined 


~| 
|Num- 
ber 


Num- Amount 


Num- Num- 
Amount ber 


ber her Amount Amount 


Woonsocket, R. I__- 456 303 ; 66} $491, 800 
Springfield, Mass.!__ 313 207 81 538, 115 
Worcester, Mass. --. 807 284) ; ; 52 308, 390 
Webster, Mass.'_..-. 190 56 ; 66 381, 315 


$79, 000 
10, 600 
39, 000 


- 


Port Jervis, N. Y.'.. 105 61 , 16 90, 405 
Kingston, N. Y.!.._- 330 . 14 226, 070 
Putnam, Conn.!___- 648 35| 205, 620 
Waterbury, Conn..- 1, 829 201} 2, 038, 064) 
Torrington, Conn. -- 334 137) 2, 251, 024! 624, 300 83} 745,040 
Hartford, Conn 149} 2, 299, 460) 1, 005, 000 103} 912, 755 
Winsted, Conn... -_- 155} 4, 198, 607 2, 544,500} 110| 866, 325) 
Ansonia, Conn 122) 6, 151, 905) 3, 671, 052 76 574, 159) 
Danbury, Conn...-. 20 4 32, 250) 
Stamford, Conn... 9} 94, 700) _- 
Norwalk, Conn , 388) | 0 
Stroudsburg, Pa---- 677, 700) 485, 672 
Seranton, Pa--.-.-.---- | 742, y | 5} 161, 800 
Easton, Pa | 153, 450 
Tamaqua, Pa.!__...- 59, athe 
Flemington, N. J--- , 217, 399 
Trenton, N. J , 206) 3) 3, 143, 630 
New Bern, N. C.!___ , 226) | , 950} 208, 503} ......7.... 
Wilmington, N. C.1_ 18 16, 200! 
New Bern, N. C.?_-. < 140, 000 | 270, 135 


258 19, 831, 269 | 9, 301, 587 
| 


BER! NBos 


SEES: SEE 


= 8 


| Forwarded from 
| field offices 


Philadelphia, Pa-._. 5 53/$2, 442,316 36) 818, 650 
Boston, Mass | 29) 3,797,112) 78) 1, 278, 630) 
New York, N. Y-... ,645) 78) 8, 139,031) 56] 1.611, 600 
Richmond, Va. -- | 7 26; 307, 539) ll 77, 230 
Washington office Lsinwassshiuwasefineecewsnefsweses RcwebtASe | 78) 9, 556, 760 


6, 160 2, 122 42, 748, 549| 186/14, 685,098 1, 65 22,644, a 176.8 762, 644 
| | 























1 Field office closed. 
2 Reopened as of Sept. 28, 1955 (Ione); closed as of Nov. 2, 1955. 


1956 SUPPLEMENTAL APPROPRIATION REQUEST 


Mr. Preston. With reference to the supplemental sent over to the 
Senate and called to the committee’s attention yesterday, a letter 
from the Small Business Administration, dated April 11, 1956, will 
also be inserted in the record. 

(The matter above referred to is as follows :) 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 11, 1956. 
Hon. PRINCE H. PRESTON, 
Chairman, Subcommittee on Commerce and Related Agencies, 
Committee on Appropriations, House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN PRESTON: In a letter dated November 29, 1955, explaining 
the need for an increase in the disaster loan authorization and the status of the 
SBA revolving fund, it was indicated that a supplemental appropriation for the 
revolving fund would not be required this fiscal year. This assumption was based 
primarily on a change in the budget policy, whereby only 15 percent of the 
amount of deferred participation loans approved were considered as a commit- 
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ment against the revolving fund and that the trend by type of participation loan 
would follow our past experience. 

Up to June 30, 1955, approximately two-thirds of all loans approved by the 
Small Business Administration were in participation with banks, and about 75 
percent of these participations were on a deferred basis. During the current 
fiscal year participations have continued near the two-thirds rate. However, the 
distribution between the number of immediate and deferred participation loans 
this fiscal year Las changed to a point where immediate participations have 
exceeded the deferreds. Since the SBA’s share of immediate participation loans 
are necessarily committed on a 100-percent basis, compared with 15 pereent for 
the deferred participations, the revolving fund is being committed at a much 
faster rate than had been anticipated earlier. 

Even as late as January 31, after allowing for estimated disaster loan ap- 
provals for west coast flood victims and the increase in immediate participation 
loans, it appeared that the remaining balance in the revolving fund might be 
adequate to provide for the needs until the increase requested for the fiscal year 
1957 became available. However, in February a sharp increase occurred in 
business loan applications. Whereas an average of 253 applications per month 
were received during July—January, 391 applications were received in February, 
and a further increase to 505 occurred in March. With this upward trend, it 
became apparent that the revolving fund would be fully committed before the 
end of April. In order to meet our statutory lending requirements, we sub- 
mitted in March a request to the Bureau of the Budget for a supplemental ap- 
propriation. Pursuant to this request, the Bureau of the Budget has forwarded 
to the Congress a proposed supplemental of $20 million for the SBA revolving 
fund for the fiscal year 1956. 

Following is a brief report on the status of our revolving fund as of March 


31, 1956: 
IRON a ne och ak oe Chae now nd denmsndce sedan 





























$105, 000, 000 






Loans outstanding: 
Business loans ~~~... MA Nata h Soca cares autres ns ciegiah demaeeah cmedeapaalns 
IN RN wren IN adn pas cia ib sets ceo Sh pala 


59, 638, 820 


+ 32, 202, 874 
27, 430, 946 


















Undisbursed loan authorizations: 
191, 019, 273 


as Se eee aera 
PINION a ree ated a eee usigde etree eet 12, 354, 581 

















33, 373, 855 





6, 504, 634 


99, 517, 309 





Expenses and miscellaneous adjustments___-__---------------~- 





RN ar RINS AD II io odo lice a a ee 


a Ng lame 5, 482, 691 















1 Excludes $29,737,138 of deferred participation loans not considered as a commitment 
against the revolving fund. 
Nore.—Cents omitted ; therefore detail may not add to totals. 


Reports from our regional offices reveal that applications on hand ready for 
approval plus those in Washington exceed the present uncommitted balance of 
the fund. Consequently, I have had to place a stop order on the approval of 
business loans until an additional appropriation can be made available. 

In view of our current situation, it is my understanding that the Senate Ap- 
propriations Committee has included a supplemental request of $20 million 
in the second supplemental appropriation bill now before the Senate. This 
amount should be sufficient, we believe, for our requirements through June 30 
unless, of course, we should have another disaster of major proportions such 
as the one which struck New England last fall. 

We regret the fact that the recent change in conditions necessitates such 
urgent consideration and action, but the developments were such that they could 
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not reasonably be anticipated. Please let us know if you desire additional in- 
formation concerning the status of our funds. 
Sincerely yours, 
WENDELL B. Barnes, Administrator. 


CHANGES EFFECTED IN LENDING AUTHORITY BY PUBLIC LAW 402, 84TH 
CONGRESS 


Mr. Preston. This request is in the sum of $50 million. What 
changes did Public Law 402 in the 84th Congress make i in your lending 
authority ? 

Mr. Hanna. Public Law 402 amended the authorization for the 
making of disaster loans from $25 million up to $125 million. 

Mr. PRESTON. What did it do with reference to your total loan 
authority ? 

Mr. Hanna. It thereby raised the total loan authority from $175 
million up to $275 million. There were a few other minor changes 
pertaining to clarification of the interest rate on disaster loans and 
extension of the repayment period pertaining to loans. 

Mr. Preston. We will still be within our authori ity, considering the 
funds appropriated heretofore of $105 million, plus the supplemental 
in the Senate and the additional $20 million in the amended request ? 

Mr, Hanna. Yes, sir. 


BREAKDOWN BY STATES OF APPROVED DISASTER LOANS 


Mr. Preston. Will you insert a statement in the record at ~ point 
showing the loans that were made in the disaster last year in New 
E ngland, California, and Oregon and, if you have a general - itement 
atlecting the other areas of North Carolina and M: aryland, put that in 
also, 

Mr. Mitier. That would go back another year and it would be well 
to have it, because it would cover your whole program, and I would 
like to have the Maryland figures. 

(The information referred to is as follows:) 


Disaster loans approved, classified between home loans and business loans 


IN EASTERN AND NORTHEASTERN AREAS SUFFERING DAMAGE FROM HURRI- 
CANES AND FLOODS DURING AUGUST, SEPTEMBER, AND OCTOBER, 1955, AS OF 
MAR. 31, 1956 


Home disaster loans Business disaster Total loar aa 
pti oans apt ” 
approved loans approved 4 ins approve 


Total Number otal Numbe Potal 


; ws 
Number amount amount ; amount 


Connecticut ___- : ~ 213 | $1, 502, 667 4 ($18, 475, 688 1,037 | $19, 978, 355 
Massachusetts - -- ( 271, 905 255 5, 383, 045 349 5 654, 950 
New Jersey - 5 148, 346 891, 410 91 1, 039, 756 
New York 5 43, 450 5 1, 153, 750 if 1, 197, 200 
Pennsly vania ¢ 353, 868 3, 198, 830 57 3. 552, 698 
Rhode Island. see ; : 2 582, 500 } 582, 500 
Vermont......-- 4 . 20, 000 20. 000 
Maryland_-_--- 9, 125 9, 125 
North Carolina__- wuts 92 165, 488 26 661, 553 , 827, 041 


ai, 


South Carolina_ -- . 45, OOO $5, 000 


IRE A ess tech nd ead bao 557 | 2,494, 849 , 532 | 30,411, 776 2, 0 32, 906, 625 


Percentage of total number and 
en ‘ ee 26.7 7.6 73. ¢ 92 0 100 
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Disaster loans approved, classified between home loans and business loans—Con. 


IN CALIFORNIA, NEVADA, OREGON, AND WASHINGTON AREAS SUFFERING DAMAGE 
FROM DECEMBER 1955 AND FEBRUARY 1956 FLOODS, AS OF APR. 6, 1956 


300 | $3, 214, 838 480 | $4,010, 518 
14 82, 900 88, 740 
19 318, 024 


19.6 | 


ee 120 loans in the amount of $887,694 approved under the ‘‘deferred participation agreement” 
plan. 
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DELINQUENT LOANS AND LOANS IN LIQUIDATION 


Mr. Preston. What is your repayment experience with reference 
to your participating loans and direct loans? 

Mr. Barnes. I can give it to you for our total business loans. At 
the end of February 29, we had 37 loans that were delinquent and 29 
loans that were in liquidation. Breaking those down into categories, 
of the ones that were delinquent, there were 17 direct loans, 9 immedi- 
ate participation loans, and 11 deferred participation loans, making 
a total of 37. 

The dollar amount of the loan balances represented by those 37 loans 
was $1,580,758.99. However, since only the payments were delinquent, 
there was $286,121.68 in payments involved in that delinquency. Most 
of those were temporary problems that the borrower will be able 
to work out of, however. 

Of the loans in liquidation, there were 15 direct loans, 9 immediate 
participation loans, and 5 deferred participation loans, making a total 
of 29 loans with a dollar loan balance of $1,.247,388.82. That will not 
all represent losses, however, since there is collateral to cover most of 
the amount that is in liquidation. We have actually had a loss of less 
than $100,000. It is between $80,000 and $100,000. The dollar amount 
cannot be determined completely because some of the collateral has 
not been sold. We think that the loss figure at present on business 
losses to date may run as low as $200,000, and the maximum would be 
$500,000. In other words, if it is $100,000, it is one-tenth of 1 percent 
of total appropriations for lending. 

Mr. Preston. That is good, 

Any questions 4 

Mr. Horan. I just want to say that is a pretty good record, one- 
tenth of 1 percent, if it turns out that way, for this type of loan under 
this type of circumstances. 

Mr. Mitter. In disaster loans. 

Mr. Barnes. The loss record is also low. 

Mr. Preston. Any further questions ? 

Mr. Mitier. No. 


LIMITATION ON TRANSFER OF FUNDS FROM REVOLVING FUND TO SALARIES 
AND EXPENSES 


Mr. Preston. Is there any limitation on what you can transfer 
to salaries and expenses for administration from the revolving fund? 

Mr. Barnes. There is no limitation in our basic legislation. 

Mr. Preston. No percentage or dollar limitations? 

Mr. Barnes. No. 

Mr. Preston. Thank you, gentlemen. 
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STATEMENT OF PROCUREMENT AND TECHNICAL ASSISTANCE ACTIVITIES 
FOR PERIOD AUGUST 1953 TO FEBRUARY 1956 


Mr. Barnes. I would like to submit this statement for the record. 

Mr. Preston. Without objection it will be made a part of the 
record. 

(The document referred to is as follows :) 


Procurement and technical assistance activities (for the period Aug. 1, 1958, through 
February 1956, unless otherwise indicated) 


' Fiscal year 1956 
! 953 ai year tt 
Pe ruary 1956 


Procurements set aside for small business. - - - ‘ 8, 634 8, ORO 
Value . $875, 158, 978 260, 044, 030 
Set-asides awarded - - - s ‘4 2 aaa 6, 168 2, 659 
Value ‘ aiid 1 $493, 873,449 | 2 §. 407, 058 
Prime contract referrals ; saa 317, 670 2, 801 
Contracts resulting from referrals ; 3 5, 680 2, 545 
Value i ede 3 $444, 788, 000 93, 855, 000 
Contracts to de velop subcontracting opportunities elas 7, 157 2,045 
Subcontracting referrals - - 22, 169 2, 237 
Cases of procurement assistance ‘counseling and represent ut ion to pro- 
curement agencies in behalf of small firms - --_--- basse | 3 47, 846 166 
Firms assisted to bid on specific procurements 9, 453 3, 848 
Additional sources of supply furnished for bidders lists on which small- | | 
business competition was needed. -_-.-_--- y ele aia ee 37, 309 | 2, 677 
Certificates of competency: 
Applications received 


onaiee : - . i 325 O4 

Value : ; ; nek anchinanattidiaiabateaitatgais cs $62, 923, 230 
155 
726 


51, 194 
48 


156, 656 


Number issued - : ; 
Value $19, 852, 
Plants visited in connection with production progress of certified 
contracts - oh ; : 160 
Engineering surveys (loans, certificates, preaward, etc.) , 146 
Cases in which production and management assistance was given_____- : 4,723 
Cases in which assistance was given in obtaining materials and equipment 2, 66 821 
Publications distributed: 4 
Management Aids. : aaeatee ie aiclatetie ie ‘ 
Technical Aids APES Le a 480, 000 
Small Marketers Aids . 4 142, 000 
Small Business Management Series: 
Sales 7 i E : 356, 500 
Free distribution ‘ ee o-. ; 36, 500 
Management Aids Annual No. 1: 
Sales__- ; Secoe Ae ale ! 15, 200 
Free distribution ‘piiateaiacy ey. 850 
Purchasing Directory: 
Sales_- me —_ | 27, 000 
Free distribution __-..........-.-- ; ; 2, 900 
Specifications Directory: | 
Sales = me eal . 8, 600 | 
Free distribution __ -- ta hid di eGaee stsanwdukateen 1, 800 | 
Requests for products assists ance handled 5_- pa ~eeekak 6, 557 
Inventions listed in Products List Circular ® . 445 
Reques‘s received for information and data on inventions listed 493 





1 These awards resulted in 9,757 contracts to small firms. 
2? These awards resulted in 4,766 contracts to small firms. 

3 Covers only period July 1, 1954, through February 1956. 

* Through Dec. 31, 1955. 

§ Beginning of program, February 1954 through Dec. 31, 1955 
* May, September-December 1955. 
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Procurement assistance statistics 


July 1955, Aug. 1, 1953, 
through through 
February 1956 | February 1956 





8, 634 

$875, 158, 978 

2, 659 168 

‘V Rs Soc 1 $198, A 058 2 $493, 873, 449 

Prime contract referrals_____- . 317, 670 

Contracts resulting from referrals. __- , 2, 545 3 5, 680 

Value aoeee ; 3 $444, 788, 000 

Contacts to dev elop subcontracting opportunities . 2,0 7, 157 

Subcontacting referrals. - 22, 169 
Cases of procurement assistance counseling and representation to pro- 

curement agencies in behalf of small firms , 3 47, 846 

Firms assisted to bid on specific procurements. .----.------.---------- 9, 453 
Additional sources of supply furnished for bidders lists on which small 

business competition was needed 37,309 


1 These awards resulted in 4,766 contracts to small firms. 
2 These awards resulted in 9,757 contracts to small firms. 
3 Covers only period July 1, 1954, through February 1956, 


Mr. Preston. I share the feeling expressed by Mr. Flood that the 
reputation of this agency has improved considerably and it is gen- 
erally felt you are attacking this problem forthrightly in an attempt 
to make the agency perform the services it was created to perform, and 
we are gratified to know that. 


Tuourspay, Apri 12, 1956. 
UNITED STATES TARIFF COMMISSION 


WITNESSES 


JOSEPH E. TALBOTT, ACTING CHAIRMAN 

WALTER R. SCHREIBER, COMMISSIONER 

J. WELDON JONES, COMMISSIONER 

WILLIAM E. DOWLING, COMMISSIONER 

DONN N. BENT, SECRETARY 

LOYLE A. MORRISON, DIRECTOR OF INVESTIGATIONS 
LOUIS 8. BALLIF, CHIEF, TECHNICAL SERVICE 

BEN D. DORFMAN, CHIEF ECONOMIST 

RUSSELL N. SHEWMAKER, ACTING GENERAL COUNSEL 


SALARIES AND EXPENSES 
Program and financing 
1955 actual | 1956 estimate | 1957 estimate 


Program by activities: 
1. Research, investigations, and reports $1, 130, 142 $1, 265, 975 $1, 328, 400 
2. Executive direction and administration 222, 341 225, 325 226, 600 


Total obligations 1, 352, 483 1, 491, 300 1, 555, 000 


Financing: 
Appropriation : ‘ 1, 400, 000 
Proposed supplemental due to pay increases 
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Obligations by objects 


Object classification 


Total number of permanent positions_-___-_- 
Average number of all employees--.--..._- 
Number of employees at end of year- --- 


Average salaries and grades: 
Average salary. 
Average grade... -_._- 


General schedule grades: 


01 Personal services: 
Permanent positions____- 5 
Regular pay above 52-week base __ 
Payment above basic rates...........----- 


Total personal services_...............-------- 
Travel . : 
Transportation of ee. De Seth aoa the & gp balbnmitene a 
Communication services. 

Penalty mail___-__- Sopmchoe 
Printing and reproduction -- hale 
Other contractual services... - a a ae 
Services performed by other agencies. 
Supplies and materials_...........--- ; 
Equipment___-__- ae 
Taxes and assessments. 


Total obligations 


1955 actual 


1956 estimate 


211 | 


198 
198 


273, 613 
52 | 
4 


13, 48 
a 
, 107 


5) 710 | 


3, 687 
, 274 
8, 605 

417 


1, 352, 483 


107 | 
3, 874 | 
715 


5, 200 
5, 000 
, 525 
17, 000 
50 
, 000 
, 000 
8, 000 
000 
, 000 
750 | 
7, 500 
"472 
| 1, 491, 300 | 
| 


Budget authorizations, expenditures and balances 


RUDGET AUTHORIZATIONS AVAILARLE 


a bretigec cals ota cc hie inciocaidaatelnata densi eared , 
Pro supplemental due to pay increases ___._....__- 
Obligated balance brought forward 


Total budget authorizations available__..............- al 
EXPENDITURES AND RALANCES 
Expenditures— 
Out of current authorizations. _..................--.------ 
Out of anticipated supplemental een 
Out of prior authorizations 
Total expenditures 
Balance no longer available (other than unobligated, inpeing 
I a os oe cits ui anda 
Obligated balance carried forward......................-...-.- 


Total expenditures and balances 


Mr. Preston. 


| 





$1, 352, 483 
45, 473 


AL 397, , 956 | 


1, 270, 012 | 
43, 613 


1, 313, 625 


| 
| 1955 actual | 1956 estimate 


91, 300 | 
82, 570 | 
1, 878, 87 


| $1, 400, 000 | 
| 


1, 314, 120 
87, 700 
82, 547 | 


| 1,484,367 | 


82, 570 | 


1, 397, 956 


The committee will come to order. 


1, 573, 870 | 


1957 estimate 


58, 000 
3, 000 


71, 000 
20, 000 
50 
600 
000 
000 
350 
500 
000 
, 000 
500 


55, 000 


—— 
Oe On 


1957 estimate 


$1, 555, 000 
89, 503 
, 503 


, 700 
3, 600 
85, 783 


1, 551, 083 


The next item we will consider is the Tariff Commission. This item 
is found on page 203 of the committee print. We have separate justifi- 
cations for this item that have been passed out to the members. 


COMPARATIVE TABLE OF ACTIVITIES 


We will insert 


(The matter ai rred to is as follows :) 


age 5 of the justifications in the record at this point. 
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Mr. Preston. This is a request for $1,571,000, an increase of $63,500 
over the 1956 base. 

Mr. Talbot, we would like you to discuss the increases set forth on 
page 5. 

Mr. Tarsor. Mr. Chairman, I have a very short statement here. 

Mr. Presron. You have a general statement ¢ 

Mr. Tarnor. Yes, very short. 

Mr. Preston. All right, sir. 

Mr. Tatsor. Mr. Chairman and members of the committee, before 
1 go on further I would like to present to the committee my es 
who are here. First let me say that our Chairman, Dr. Brossard, 
Utah, and Commissioner Sutton, of Georgia, are at Geneva at te 
time, as are 15 or 16 members of our staff, but the other Commis- 
sioners are here. 

Commissioner Schreiber, of Maryland, sits on my right; on my 
left is Commissioner Jones, of Texas, who has been a member of 
the Budget Bureau for many, many years and who I think is new to 
most. of » you gentlemen, he was not here last year; Commissioner 
Dawling, of Detroit, Mich., who is our most recent Commissioner. 

In addition, the Chief of our Economics Division, Mr. Ben Dorf- 
man, is here; and next to him is Mr. Russell N. Shewmaker, our Act- 
ing General Counsel; and next to him is Mr. Loyle Morrison, the 
Director of Investigations; and our affable secretary, Mr. Donn N. 
Bent; and Mr. Louis Ballif, Chief of Technical Service. 

Mr. Preston. Thank you, Mr. Chairman. We are glad to have 
all these gentlemen before the committee today. Some of them we 
have met before and others we have not. 


GENERAL STATEMENT 


Mr. Ta.rzor. The Tariff Commission’s total estimate for 1957 is 
$1,571,000, which includes estimated reimbursements of $16,000, and 
a request for direct appropriation of $1,555,000. The amount re- 
quested for personal services is $1,486,000, which will provide an 
average annual employment of 220. 

The activity groupings adopted for previous years by agreement 
between the Bureau of the Budget and the Commission are carried 
forward in the present estimates. Estimates for the two activities 
may be summarized as follows: 

Activity I is stated: “Research, investigations, and reports on in- 
ternational trade, tariffs, and commercial “policies.” This covers all 
substantive work of the Commission, as well as all miscellaneous ex- 
penses. The total requested for this activity is $1,344,400. Of this 
amount, $1,259,400 is for personal services based on an average annual 
employment of 186. The balance of $85,000 provides for all miscel- 
Janeous expenses. 

Activity IT is entitled: “Executive direction and administration.’ 
It includes the Commissioners’ offices and the administrative services. 
The total request for this activity is $226,600, for an average annual 
employment of 34. Apart from the offices of the Commissioners, 
whose salaries are fixed by law, the estimate for administrative serv- 
ices totals $103,400 for an aVerage annual employment of 22. This 
amount is 6.6 percent of the tot: al appropriations, a lightly. smaller 
proportion than in the current and previous years. 





The Commission has been faced with an increasing workload, par- 
ticularly in escape-clause and other public investigations. Thus, dur- 
ing the first 9 months of the present fiscal year, twice as many escape- 
clause investigations were ordered as during the entire preceding fiscal 
year. A major share of the work on many of these investigations will, 
of course, be required during the coming fiscal year. 

Several factors, such as the continued expansion of productive 
capacity abroad, steadily rising improvements in technology abroad, 
increased imports from areas in which wage rates are much lower than 
in the United States, and current trade-agreement negotiations on 
some 1,400 articles, indicate an increasing impact of foreign competi- 
tion on domestic products. 

In addition, the recent amendments of the escape-clause provisions 
relating to the definition of affected industries appear likely to lead to 
increased filing of escape-clause applications. 

Under all of these conditions, we are convinced that the amount 
requested for 1957 is the minimum necessary if the Commission is to 
meet the demands for its services with reasonable effectiveness. 

The details of our request are given in the written justification which 
has been submitted to your committee. We will be glad to answer any 
questions, or to furnish any additional information which may be of 
assistance. 


ANALYSIS OF REQUESTED INCREASE IN PERSONNEL 


Mr. Preston. I believe under “Personal services” you are seeking 
additional personnel ? 

Mr. Bent. There is a small increase from 212 to 220 average employ- 
ment. At the bottom of page 5 you will find the item, next to the last 
line, “Personal services.” 

Mr. Preston. From 212 to 220? 

Mr. Bent. From 212 to 220. 

Mr. Roonry. You are requesting an increase of 10 additional posi- 
tions, right ? 

Mr. Bent. Eight. Ten additional positions but eight additional 
average employment. 

Mr. Rooney. Let us get it good and confused. 

Mr. Bent. The Budget insists on this terminology, average employ- 
ment, because there are always lapses in between. 

Mr. Preston. In what areas are these new positions? 

Mr. Bent. They are pretty well scattered. There are 2 in our 
Economics Division; 7 in our various Commodity Divisions; none in 
Administrative Services; and 1 in the Legal Division. 

Mr. Rooney. Mr. Chairman, I take it you want a chart showing the 
location of these new positions and the amounts for each? 

Mr. Preston. Yes. 

Mr. Bent. There is a chart in the back of the book which shows the 
entire group and shows which ones are new positions. 

Mr. Presron. For the record that would be helpful. 

Mr. Bent. We will give you a list of them. 

(The information requested is as follows :) 
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Positions to be added in fiscal year 1957 


Unit and position title Grade Salary 


ACTIVITY I 


Agriculture Division: Commodity specialist... - 
Ceramics Division: Commodity specialist -- 
Chemicals Division: Commodity specialist_- 
Lumber and Paper Division: Commodity specialist - 
Metals Division: Commodity specialist : 
Sundries Division: Commodity specialist__.. icaosenes : 
Textiles Division: Commodity specialist. .....................---------.- 
Economies Division: 
RE PEE eT Le ey Pees ee ; 


Do 
Legal Div ision: - Attorney ~ad viser 


Total, Activity I, 10 positions 





Mr. Preston. This chart on page 5 that we are operating from is 
a little different from the one we are accustomed to having. Where is 
the increase in dollars for these positions ¢ 

Mr. Bent. I think, sir, the chart that you are accustomed to is on 
page 7, which discusses our various types of work in terms of man- 
years. 

Mr. Preston. Where are the dollars shown for these people? 

Mr. Bent. In the green sheets you have, all the positions are listed. 

Mr. Preston. How much in money and where in the justifications is 
the increase in personnel for 1957 over 1956? That is the question. 

Mr. Bent. They are not itemized in that way in this document. 

Mr. Preston. What is the amount? 

Mr. Bent. On page 5 you will find in the middle the total for 


“Personal services” in 1956 is estimated to be $1,436,525, and the cor- 
responding estimate for 1957 is $1,486,000. 

Mr. Preston. An increase of roughly $50,000 ? 

Mr. Bent. That is right. 

Mr. Preston. And where is the remainder of the increase, in “Other 
objects ?” 

Mr. Bent. That is right. That is covered in detail on page 29. 


INCREASE IN TRAVEL 


Mr. Preston. What about these increases in “Other objects?” You 
have an increase in “Travel” from $17,000 to $20,000. 

Mr. Bent. Yes, sir. We have the written material on that begin- 
ning on page 29. The increase in the item for “Travel” relates in 
general to the increase in our activities. In other words, we have to 
travel in connection with these additional investigations. 

Mr. Preston. What types of investigations would you be referring 
to? 

Mr. Bent. All types may involve travel. “Escape clause” investi- 
gations is one type. Investigations under section 22 of the Agri- 
cultural Adjustment Act is another. Any 1 of our 6 or 7 types of 
investigations. 

Mr. Tatsor. Specifically, we are now having four men go on an 
investigation of fresh and frozen ground fish fillets in New England 
that will take in the main ports in New England and perhaps Halifax. 

Mr. Preston. Any questions on this, gentlemen ? 
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Mr. Mitier. I believe not. I think these fellows are lucky. They 
come in late, but they get away light. 


COMPARISON OF 1957 BUDGET REQUEST WITH APPROPRIATIONS IN PRIOR 
YEARS 


Mr. Roonry. That reminds me, I had better ask if this request in 
the amount of $1,571,000 is higher than any amount that was ever 
appropriated in the history of the Tariff Commission ? 

Mr. Benr. I cannot exactly answer that question because the salary 
scale has changed so much, but you will see by page 3 it is by no means 
the largest staff. 

Mr. Rooney. I am asking whether or not in dollars it is higher 
than has ever been appropriated for the Tariff Commission ? 

Mr. Benr. I would doubt it very much. I can get that information. 

Mr. Roonry. Suppose you insert that at this point in the record. 

Mr. Benr. All right. 

(The information requested is as follows :) 


The request for $1,555,000 in 1957, is the highest. in terms of dollars in the 
Commission's history. 


Mr. Bent. In 1943 we had 336 people and now we are asking for 
220). 

Mr. Preston. The committee print, on page 204, shows it is the 
largest in 10 years. 


INCREASED ACTIVITY IN TNVESTIGATIONS 


Mr. Tarsor, I think that is probably correct. I think there is one 
point I might make here. Sometimes it is not the number of investi- 
gations that causes the greatest expense. For example, we have to 
make an investigation under textiles for cotton blouses that takes up 
«x lot of territory in Mr. Rooney’s district up around New York. 
There may be 2,200 contacts in this industry. 

Likewise, we have one on velveteens and another on pillow cases. 
Each of these investigations is a separate and distinct investigation. 

Yesterday the Senate introduced a resolution requesting the Senate 
Finance Committee to order the Tariff Commission to make an in- 
vestigation under section 7, of all textiles and textile products. That 
investigation alone, in my estimation, would take more than the 10 
additional men we are asking for now. It would take in woolen 
textiles, cotton textiles, outer garments, inner garments, and it would 
be quite an exhaustive and expensive investigation. 

Mr. Fioop. When you complete that you might conduct one on the 
dumping of residual fuel oil. 

Mr. Tatror. Yes, that and tunafish. 


STATUS OF TUNAFISH AND SWISS WATCH INVESTIGATIONS 


Mr. Rooney. What is the status of the tunafish investigation ? 

Mr. Tarot. Tunafish has been on the free list for some years. It 
is now eligible for a section 7 investigation. Whether there will be 
one, I do not know, but the Members of Congress from the west coast 
have been writing quite insistently for an investigation. That would 
include not only ‘fresh tunafish but tunafish in brine and oil. 
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Mr. Dorfman would know more about this than I do, but we might 
have some repercussions of the Swiss Watch case pretty quickly. As 
I understand it, there will be a $10 tax on processing watches, which 
would have an effect on the increased duty which we recommended for 
the American watch industry about 2 years ago. 

Mr. Presron. We must conclude the hearing because of the lateness 
of the hour. 

Mr. Taxzor. I cannot tell you how much we appreciate your having 
given us this opportunity to be heard today. 


Wepnespay, Aprin 11, 1956. 
WEATHER BUREAU 
WITNESS 


HON. JOHN E. MOSS, JR., A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


ESTABLISHMENT OF FRUIT-FROST WARNING SERVICE IN CALIFORNIA 


Mr. Preston. We are glad to have with us this morning our col- 
league, Congressman Moss, of California, who wishes to be heard on 
an item in the Weather Bureau's request. 

Mr. Moss. Mr. Chairman and gentlemen of the committee, I am 
here to make a request on behalf of the growers in a 2-county area 
of my district for a frost warning service and I have estimates from 
the Weather Bureau which would indicate that the cost of such serv- 
ice would be approximately $10,000. I will supply a copy of this 
letter for the record. The breakdown is in this manner: $6,500 for 
the salary of a fruit-frost specialist ; part-time office assistants during 
critical periods, $2,000; and mise ellaneous expenses, $1,500. In addi- 
tion to this, the growers would have to pay for the long-distance tele- 
phone calls and travel cost on a mileage basis in connection with the 
operation of the fruit-frost service. The growers also would pay a per 
diem allowance for the fruit-frost specialist while assigned to their 
areas. Also the growers would furnish the instrument shelters to 
house the temperature measuring and other related equipment fur- 
nished by the Weather Bureau. This last item, as I understand, is a 
nonrecurring expense. The growers and the county officials in these 
two counties have indicated a willingness to underwrite any additional 
cost in connection with this service. 

This suggested service is in the area which, during this past vear, 
has been so seriously hit. by floods. Approximately 40,000 acres of the 
richest fruit-growing land in the district was under water for periods 
of anywhere from 10 to 30 days. Much damage has been done to the 
orchards. This year an unpredicted frost hit the area with the follow- 
ing resulting losses: 80,000 tons of peaches; 24,000 tons of prunes; 
3.200 tons of almonds; 100 tons of walnuts: and 1,000 tons of other 
crops. The total value of the lost crops was in excess of $8 million, 
out of a total production in the area of $20 million. 

These frosts have occurred periodically over a period of many years 
and the loss has always been severe—not in any previous year as severe 
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as the 1955 loss; but, nevertheless, substantial enough to do great 
damage to the growers. In the preceding 5-year period, as a result of 
floods, some 2,000 acres of orchards were destroyed. Some of that is 
rather spotty; a few tress in orchards will be killed by sour sap if the 
water stays on the land too long. And these producers are going to be 
operating for the next 5 or 6 years with a lesser margin of protection 
against disaster. If they were to suffer a frost now, the economy of 
this area would be seriously affected becaues it has since suffered dam- 
ages of around $60 million as a result of very heavy floods. These 
orchards are going to be quite a number of years in coming back up 
to the capacity they had prior to the floods, and that does have a 
serious effect upon their margin of operation. 

Mr. Preston. What is the total amount of money you say would 
be required ? 

Mr. Moss. $10,000. 

Mr. Preston. We thank you very much. We will insert in the 
record the letter to which you refer. The committee will be glad to 
give consideration to your request. 

(The letter above referred to is as follows :) 

UNITED STATES DEPARTMENT OF COMMERCE, 


WEATHER BUREAU, 
Washington, April 4, 1956. 


Hon. JoHN E. Moss, 
House of Representatives, Washington, D. OC. 

DEAR Mr. Moss: In accordance with your telephone request, we are con- 
firming by this letter the estimate of $10,000 which it would cost the Weather 
Bureau to establish and maintain a fruit-frost service specialist in the Yuba- 
Sutter County area. This total annual cost consists of the salary of a fruit- 
frost specialist ($6,500), part-time office assistance during critical periods 


($2,000), and miscellaneous expenses ($1,500). 

In addition to the above costs which would have to be paid by the Weather 
Bureau, the growers there would have to pay for long-distance telephone calls 
and travel costs on a mileage basis in connection with the operation of a fruit- 
frost service in the Yuba-Sutter County areas. The growers also would pay 
a per diem allowance for the fruit-frost specialist while assigned to their areas. 
Finally, the growers also would furnish the instrument shelters to house the 
temperature measuring and other related equipment furnished by the Weather 
Bureau. This last item is a first-year (nonrecurring) expense. 

We understand from our regional director that the growers in Yuba and 
Sutter Counties are agreeable to supporting the costs enumerated in paragraph 2 
above. 

Sincerely yours, 
F.. W. REICHELDERFER, 
Chief of Bureau. 


Mr. Mitier. Did you have any estimate as to what you might expect 
to save if there were better warning given ? 

Mr. Moss. In the instance of 1955, the damage was some $8 million. 
I would say at least half of that could be saved if they could get the 
heaters and fans out in the orchard sufficiently early. 

Mr. Mitier. With enough warning ? 

Mr. Moss. That is correct. 

Mr. Miter. That is the saving you would anticipate ? 

Mr. Moss. I would say at least that much could be saved, perhaps 
more. 





Wepnespay, Aprit 11, 1955. 


ESTABLISHMENT OF SMALL Business ADMINISTRATION OFFICE IN 
San Juan, P. R. 


WITNESS 


HON. A. FERNOS-ISERN, RESIDENT COMMISSIONER OF THE COM- 
MONWEALTH OF PUERTO RICO 


Mr. Preston. The next witness the committee will hear is our dis- 
tinguished colleague from Puerto Rico, Dr. Fernés-Isern, who has 
some gentlemen with him here this morning. 

We are glad to have you, Doctor, and will be glad to hear you at 
this time. 

Dr. Frrnos-Isern. Thank you, sir. Mr. Chairman and gentlemen 
of the committee, I very greatly appreciate this opportunity to appear 
before the subcommittee t to express my conviction that an office of the 
Small Business Administration should be established in San Juan, 
P. R., at the earliest possible date, and to give information in support 
of this view. 

I spent the Easter recess period in Puerto Rico, and one of the most 
persistent subjects that came up in talking with the businessmen in 
my community was their deep concern over the absence of an office in 
Puerto Rico of the Small Business Administration. Since this com- 
mittee is now hearing views and recommendations on the budget re- 
quirements of the Small Business Administration for the forthcoming 
fiscal year, I am anxious to express and place before you the needs of 
the Puerto Rican people in this connection. 

During my stay in Puerto Rico, I was asked over and over again by 
responsible small-business men, community bankers, the chambers of 
commerce, as well as by our own Commonwealth government, what 
could be done to bring to Puerto Rico the services of the Small Busi- 
ness Administration. In Puerto Rico, the small-business men are 
the bulwark of our economy. Practically all of our businessmen are 
small. It is to the small-business men that we all look for the creation 
of most of the new job opportunities and the raising of living stand- 
ards. At this juncture of our economic development in Puerto Rico, 
these small-business men need the help that the Congress has found it 
desirable to extend to the other small-business men of the United 
States. Without burdening the record with statistics, let me just indi- 
‘ate the magnitude of our need by reminding you that we are trying to 
solve a pressing problem where 15 percent of our workers are un- 
employed and where the per capita income is considerably lower than 
in any of the 48 States. 

Now, as I understand the Small Business Administration's assign- 
ments, this agency was established by the Congress to help small-busi- 
ness men overcome several of their major problems—the need for loans 
and financial counseling, better access to Government procurement, as 
well as subcontracting opportunities that stem from prime military 
contracts; and the need for managerial and technical assistance to 
permit them to keep pace with the changing business situation. In 
carrying out this assignment, the Small Business Administration faces 
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an obvious problem—that of bringing its assistance to the small-busi- 
nessmen. As we all know, it is not easy for small-business men to leave 
their places of business to come to Washington to cope with the rules, 
regulations, and the inevitable paperwork involved in obtaining the 
help which Congress has authorized. To overcome this problem, the 
Small Business Administration was required to establish an extensive 
and farflung regional organization. Even so, the small-business men 
of Puerto Rico are still 1,200 miles over the water from the nearest 
Small Business Administration office in Miami. We have been placed 
under the jurisdiction of the Miami branch office of the Small Business 
Administration. 

This distance may help to explain why until a few weeks ago, only 
seven applications for loans were filed with the Small Business Ad- 
ministration from Puerto Rico. I might add that, as I am informed, 
on learning more about the Small Business Administration procedures, 
two of these applicants withdrew their requests. With respect to the 
other five, the report has it that no assistance was received. Perhaps 
if there had been a Small Business Administration office on the scene to 
advise them, the Small Business Administration would not have lost 
this opportunity to help these businessmen. 

Because of the record of apparent limited interest by the small- 
business men of Puerto Rico in what the Small Business Administra- 
tion can do for them, the Small Business Administration has indicated 
that it does not see sufficient justification for establishing an office in 
Puerto Rico. The Small Business Administration has responded to 
Puerto Rico inquiries by explaining that it must spread its limited 
funds where it finds the need is greatest. 

A few weeks ago, however, something significantly interesting hap- 
pened. As a result of an invitation from the Chamber of Commerce 
of Puerto Rico, Mr. Wendell Barnes, Administrator of the Small Busi- 
ness Administration, came to Puerto Rico to observe firsthand Puerto 
Rico’s small-business problems. Merely as a result of this visit by 
Mr. Barnes, the hopes of the island’s small-business men were greatly 
raised. I am informed that in the last few weeks the Puerto Rico 
Chamber of Commerce received 212 inquiries about the Small Business 
Administration assistance, and the local banks received at least 125 
applications for Small Business Administration financial assistance. 

I have also received the following telegrams: 

As a result of Administrator Barnes’ visit, the business community feels that 
SBA help may at last be within reach. We are receiving large number of 


requests. Puerto Rico Chamber of Commerce will greatly appreciate your 
making our needs known. We will appear at Appropriations Committee hearings. 


EMILIANO POL, Jr., President. 
Another wire reads: 
A great number of merchants and industrialists have been inquiring as to 
loans to small business. We have supplied information at hand, but feel neces- 
sary that a permanent office be opened in Puerto Rico by the Small Business 


Administration which will be of great help to our commercial and industrial 
developments. Thanks for your cooperation to that effect. 


THE PONCE CHAMBER OF COMMERCE. 
These are typical of many responses to the visit of Mr. Barnes. 
I do not want to dwell on what seems obvious. Most small-business 
men in Puerto Rico cannot afford the time to visit a Government office 
that is 1,200 miles away. In fact, most of them cannot afford the 
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expense of such a trip. From talking to my people, I know that a 
number of our sasnl iiesinams men need and earnestly want the help 
that Congress intended for them by creating the Small Business Ad- 
ministration. If needed as proof of their interest and need, the record 
of responses and expressions of interest in the last few weeks should 
be sufficient. However, if the subcommittee thinks it desirable, I could 
provide the committee with further factual information which, in my 
judgment, would show that SBA assistance is needed in Puerto Rico 
as it is elsewhere in the United States. 

This is why I am glad for the opportunity to come before the 
subcommittee today, to ask for help on behalf of the small-business 
men of Puerto Rico. The assistance already authorized by Congress 
can effectively reach these small-business men only if funds are 
assigned for an SBA office within a reasonable traveling distance 
to those to be helped. To accomplish this, it appears to me to be 
necessary to ask for a specific designation of funds by Congress for 
the establishment of an SBA office in Puerto Rico. I assure you 
that this will be regarded by my people as a further symbol of your 
understanding and interest of their problem. 

Mr. Preston. Thank you very much, Doctor. I think you have 
raised a very interesting and worthwhile question. Since the Small 
Business Administration will be before the committee tomorrow, the 
committee will be glad to bring this matter to the attention of Mr. 
Barnes. 

We recognize that you have a problem that is deserving of our 
consideration. We assure you that our very earnest consideration 
will be given to the matter. 

Mr. Bow. Doctor, I think you know of my great interest in Puerto 
Rico and, in your opinion, if a Small Business office were opened 
in Puerto Rico, do you feel it would be more for the purpose of 
securing loans than for advice to small business ? 

Dr. FrrNoés-Isern. I think it would be a benefit in a general way. 
It would be limited to that only. I think the advice a Small Business 
office could give to the merchants there would be very valuable. 

We have to consider—and you are very familiar with the situation— 
that many of our small-business men have not been out of the island. 
They are not very familiar with the ways of business on the main- 
land, procurement, and so forth, and a local office can help them 
understand what it is all about. 

Mr. Bow. I think it would be very helpful to the people there to 
have it from the standpoint of the help they could get in the way 
of advice on organization and the setting up of their records, and 
so forth and, of course, on the loans, too. 

Now, Doctor, because of the peculiar situation of the status of the 
Commonwealth of Puerto Rico and this being an agency supported 
by the taxpayers of the United States, I am wondering whether or 
not, if it were determined that a branch of the Small Business Admin- 
istration should be established in Puerto Rico by this Government, 
the Commonwealth would be willing to share somewhat in the cost 
of housing for establishing an office in Puerto Rico ¢ 

Dr. Frrnos-Isern. I had not thought of that, Congressman; but 
I certainly welcome your suggestion. 
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Mr. Bow. It seems to me—and I make the suggestion for that reason, 
Doctor—that inasmuch as Puerto Rico has its own tax structure and 
takes care of its own affairs and does not contribute in that way from 
the tax standpoint, and I know other contributions are made to ship- 
ping and things of that kind, that perhaps a working arrangement 
could be worked out with the Commonwealth government whereby 
perhaps office space and some of the cost of operation of the office 
could be provided where we could furnish the facilities of the Small 
Business Administration and employees, and open the door so that 
your people could come in and get advice later on, with some of the 
cost being absorbed by the Commonwealth government, and it might 
work out to the advantage of both of us. 

Dr. Frernos-Isern. I agree with you 100 percent. I had not dis- 
cussed the matter, because it had not occurred to me, with the Common- 
wealth officials or legislators; but I am sure they would welcome it. 
And let me take advantage of your suggestion and the opportunity to 
say that perhaps this would just establish a precedent that should be 
followed in other matters as well. I mean it should be a two-way 
proposition in every sense and Puerto Rico should always share in the 
responsibilities as well as the privileges whenever possible. 

Mr. Bow. I know that is the attitude of the people of Puerto Rico, 
of yourself and the present Government there, and it is for that reason 
that I make the suggestions. I hope we can work something out. I 
know the need and I know the desire of the people of Puerto Rico. 

Dr. Fernos-Isern. I thank you very tat for your suggestion. 


Mr. Yates. What are the businesses to which you have reference 
when you talk about small business in Puerto Rico requiring an office 


of thistype? Iam not familiar with Puerto Rico. 

Dr. Frernos-Isern. Puerto Rico fundamentally and traditionally 
has been an agricultural community. 

Mr. Yates. That is what I had assumed and I wondered what was 
the nature of the businesses you had in mind. 

Dr. Frrnoés-Isern. In the main, at the moment they are sugarcane, 
coffee, tobacco, and so forth; but we have 2,200,000 people on 3,500 
square miles of land and we simply do not have enough land to put 
everybody to work on farms; therefore we have embarked on an in- 
dustrialization program and have tried to build up industries there 
and have been rather successful. Before, we thought our unemploy- 
ment problem was so chronic that it was just a waste of time; but now 
unemployment is beginning to diminish and we hope we can come up 
in 10 years to a standard that would be comparable to at least the 
favored States of the Union. 

Mr. Yates. Then you feel that the installation of an Office of the 
Small Business Administration will be of material assistance in your 
industrialization program ? 

Dr. Frernés-Isern. Exactly. 

Mr. Preston. Thank you, Doctor. 





Wepnespay, Aprix 11, 1956. 
Coast AND GEODETIC SURVEY 
WITNESS 


HON. GLENARD P. LIPSCOMB, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


EARTHQUAKE RESEARCH 


Mr. Preston. The next witness to appear before the committee this 
morning is our distinguished colleague, Congressman Glenard P. 
Lipscomb of California, who wishes to testify in connection with an 
appropriation for the Coast and Geodetic Survey. 

Mr. Lirscoms. I appreciate the opportunity to appear before this 
subcommittee to urge that serious consideration be given to present 
and future increases in funds appropriated for the strong-motion 
earthquake work of the seismological field survey of the United States 
Coast and Geodetic Survey in order to realize vitally necessary ob- 
jectives of the program. 

In appearing before your subcommittee, I would like to make it 
clear at the outset that I am not intimately familiar with the com- 
peting budget requests within the Department of Commerce which 
certainly are pertinent factors, nor am I technically qualified to dis- 
cuss the relative merits of the proposal which I would like to submit 
for the subcommittee’s consideration. 

The chief source of my technical information upon this subject is 
Mr. George W. Housner, president of the Earthquake Engineering 
Research Institute, a nonprofit corporation acting as spokesman for a 
number of organizations concerned about destructive earthquakes in 
the western United States. Mr. Housner, a professor at the California 
Institute of Technology, is also a member of the Advisory Committee 
on Engineering Seismology which was established under the Depart- 
ment of Commerce to make available to the Department the benefit of 
professional technical advice from persons outside the Government. 

The Earthquake Engineering Research Institute has prepared a 
recommended program in engineering seismology for the United 
States Coast and Geodetic Survey which outlines and justifies the 
necessity of a more adequate budget for the Coast and Geodetic Sur- 
vey’s work in this field. This recommended program has been en- 
dorsed by the Structural Engineers Association of Northern Califor- 
nia, the Structural Engineers Association of Southern California, the 
Los Angeles section of the American Society of Civil Engineers, and 
other interested groups. 

_Some time ago I notified Secretary Weeks of the Department of 
Commerce and the former Director of the Bureau of the Budget, 
Mr. Rowland R. Hughes, of my interest in this matter, and I have had 
several conferences with representatives of both the Department of 
Commerce and the Bureau of the Budget concerning this matter since 
that time. 

I would like to summarize briefly the factual background of this 
problem, the proposal of the Earthquake Engineering Research Insti- 














tute, the position of the Department of Commerce as I understand it 
and as the Department’s representatives can more fully present it, and 
my suggestions to the subcommittee at this time. 


FACTUAL BACKGROUND 


As is every resident Californian, I am personally familiar with the 
earthquake problem which is apparently particularly acute in the west- 
ern United States. This year there have been many slight quakes 
reported in California. But the more serious problem is that, as Mr. 
Housner informs me, during the past 50 years there have occurred in 

California alone 25 destructive earthquakes. Fortunately, most of 
a were not near populous areas, so that although many hundreds of 
lives were lost and damage in excess of a billion ‘dollars was suffered, 
the destruction was much less than it might have been had chance 
worked otherwise. Apparently, we may expect a similar number of 
destructive earthquakes in the coming 50 years, and the rapid increase 
of population in the State accentuates the danger of more extensive 
loss of life and property. 

A possible future objective of earthquake research, but certainly not 
our present problem in view of our scanty knowledge of the causes of 
earthquakes, might be the eventual evolution of techniques and prac- 
tices to retard the occurrences of earthquakes. This, of course, is not 
our present foreseeable problem. 

At the present time, to cope with the problem of losses of lives and 
property from destructive earthquakes, studies of how to design and 
construct buildings to resist earthquakes have been made, and are 
continuing to be made, and these are reflected in building ordinances 
and methods of construction. It is imperative that such studies be 
continued until the problem of how to design against earthquakes with 
optimum safety and economy is solved. 

The basic data used in e: wrthquake studies are collected by the seis- 
mological field survey of the United States Coast and Geodetic Survey 
under the Department of Commerce. It maintains seismographs to 
measure the ground motion during strong earthquakes and thus fur- 
nishes the basic data for earthquake studies. It operates in a manner 
similar to, but, I am informed, on a more modest scale, than the hurri- 
cane observation and warning system on the Atlantic co 

A substantial portion of this activity is concentrated in California. 
The survey makes earthquake data available upon request to a consid- 
erable number of universities and other institutions which are engaged 
in earthquake research. The California Institute of Technology and 
the University of California are among the leading institutions having 
research programs in this field. 

I understand that the Government’s most recent seismological pro- 
gram was set up by Public Law 373 (80th Cong.) on the recommenda- 
tion of California Congressmen subsequent to a destructive earth- 
quake. Since that time, Mr. Housner informs me, the program has 
suffered a gradual attrition, and now the Los Angeles office is closed 
down, and the entire work of the program is being carried on by 8 pro- 
fessional men and 2 clerks from a headquarters in San Francisco on a 
budget of approximately $34,000 per year. This figure of $34,000 has 
been verified by a letter to me from Admiral Karo, present Chief of 
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the United States Coast and Geodetic Survey on September 9, 1955. 
This, I am informed, is a reduction from 6 professional men and 2 
clerks engaged in the work in 1950. Mr. Housner informs me that this 
work of the : seismological field survey in San Francisco, whose duty is 
to collect data on destructive earthquakes, is to be distinguished from 
the functions of other work in connection with nondestructive earth- 
quake phenomena carried on elsewhere in the United States -by the 
Coast and Geodetic Survey. 


RECOMMENDATIONS OF EARTHQUAKE ENGINEERING RESEARCH INSTITUTE 


Copies of the recommended program in engineering seismology for 
the United States Coast and Geodetic Survey and a summary “chart 
comparing these recommendations with the Department’s budget re- 
quest for this work for fiscal year 1957 are available for the further 
study of the subcommittee. 

In summary, the institute’s proposed program recommends an an- 
nual budget of approximately $164,000 for pr destructive earthquake 
work of the seismological field survey in California. In addition, a 
nonrecurring expenditure of $90,000 is recommended for the immedi- 
ate purchase of additional strong-motion seismographs during fiscal 
1957, 

This compares with the Department’s request of approximately 

$34,000 for the destructive earthquake work of the seismological field 
survey in California and no funds requested for the purchase of addi- 
tional strong-motion seismographs during fiscal 1957. 

Apparently, both the institute and the Department of Commerce 
recommend approximately $115,000 for seismological work not con- 
nected with destructive earthquakes and not car ried on in California. 

In total, the institute recommends a fiscal 1957 budget of $369,000 
for earthquake investigation and purchase of seismographs, and : 
future annual budget of approximately $279,000 for earthquake in- 
vestigation. This compares with the Department’s request of approxi- 
mately $149,000 for the work of the seismological field survey during 
1957, an increase of $220,000 for fiseal 1957, and a future annual in- 
crease of $130,000 as compared with the fiscal 1957 budget request. 

Aside from the nonrecurring cost of purchasing seismographs, the 
major increases recommended by the institute would be attributable 
to increases in the number and civil-service grades of personnel en- 
gaged in the program. 


POSITION OF THE DEPARTMENT OF COMMERCE 


Representatives of the Department of Commerce in their latest 
conferences with me have maintained that they do not concur in the 
recommendations of the institute. 

Assistant Secretary Moore has, however, informed me that the 
Department has approved a program estimated to cost somewhat in 
excess of $20,000 during the next 15 months to develop much more 
inexpensive seismogr aphs than are now available. I am informed that 
the strong motion seismographs currently being used in this program 
cost about $5,000 apiece, and it is believed that certain types of seismo- 
graphs can ultimately be produced at tremendous price reductions, 
some for as little possibly as $100. 
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I believe that this program for the development of much less expen- 
sive seismographs is most commendable, and it is obvious that with 
drastically cheaper seismographs the Department will be able, even at 
the present level of funding, to cover more thoroughly with instru- 
ments the probable areas of future earthquakes. However, as I 
understand it, mere improvement in geographical coverage by seismo- 
graphs is only one factor in this program and does not necessarily 
answer the need for other increases in the program recommended by 


the institute, particularly the need for increased numbers of qualified 
personnel. 


The total program of the institute has been considered favorably by 
the Department within the last year, in contrast to the present position 
of the Department. 


In answer to my inquiry concerning the adequacy of the Depart- 
ment’s program, Rear Adm. R. F. A. Studds, then Director of the 
Coast and Geodetic Survey, replied in a letter to me of June 30, 1955 
that— 


* * * under present conditions, we anticipate maintaining the entire array 
of instrumental coverage, even though servicing and maintenance work will have 
to be upon a minimal scale. We cannot, at this time, engage in development 
work, collateral activities, or some of the more general activities that have 
characterized our more prosperous periods. In the event of a disastrous earth- 
quake, our capahility of coping with the necessary field survey and data gather- 
ing activities would be regrettably inadequate. Probably the objectives of our 
program have sufficient merit and importance to warrant greater effort; in fact, 
we have had numerous memorials from west coast groups to this effect, proposals 
which we have been uniformly unable to respond to. We are, however, as I 
said, earrying on in a sort of “austerity” now * * *, 


On July 8, 1955, in a letter to Senator Thomas H. Kuchel of Cali- 
fornia, Secretary Sinclair Weeks, replying to Senator Kuchel’s re- 
quest for an appraisal of the institute’s recommendations, stated that— 


The views expressed by the institute accord with the facts as we see them. * * * 
We have had a varied number of professional employees, at times up to 7 
or 8, but now down to 3 professional engineers, as the result of changing 
budgetary conditions. We are operating our entire instrumental layout, how- 
ever, on a minimum level of attention, and we are unable, at the present time, 
to engage in collateral activities and related investigations which in the past 
have seemed to be an important feature of our work. The officials of the 
Coast and Geodetic Survey believe that the program merits greater effort, as 
recommended by the Earthquake Engineering Research Institute. 


On July 8, 1955, in a letter to Senator William F. Knowland, of 
California, Admiral Studds stated that: 


* * * The recommendations made by the institute are in line with numerous 
pleas made in the past by individuals and organizations in the western earth- 
quake regions. We are in general accord with the ideas so often expressed, and 
we believe with our correspondents that the importance of the earthquake situa- 
tion obviously warrants greater effort. We have, in the meantime, always done 
everything possible with the means at our disposal. 

* * * Despite this number—60—of instruments, we have so far obtained 
only a small number of significant earthquake recordings. This is because of the 
unpredictability of earthquakes and the relative infrequency of the really severe 
ones. Considering the complex and chaotic character of the earthquake dis- 
turbances, and the fact that no two are alike, the few recordings we have 
obtained are considered to be very far from adequate for the use of engineers in 
developing safe structural design principles. 

To be sure in this regard, we recently called a special meeting of our Advisory 
Committee on Engineering Seismology to review our results and our present 
activities, and to appraise future needs. This committee is widely representative 
of engineering and construction interests in the western areas, as well as of 
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public-buildings officials and academic circles. It is interesting to note that this 
penetrating scrutiny resulted in strong expressions of the need to expand our 
work in this field. 

We are operating at a lower level now than formerly. We have 3 professional 
people at San Francisco, and formerly had a branch office with 1 professional 
employee at Los Angeles which was closed last year. Notwithstanding these 
facts, we anticipate maintaining the entire array of instrumental stations, 
although servicing and maintenance work will be reduced to the absolute mini- 
mum. We cannot, at this time, engage in development work or collateral activ- 
ities. We have now no reserve with which to undertake special field surveys, 
or to gather data in the event of a disastrous earthquake. 

In a letter to Mr. Housner on November 23, 1955, Secretary Weeks 
stated : 

I have to inform you that no increase in the strong-motion earthquake work 
of the Coast and Geodetic Survey is contemplated in our budget for 1957. The 
Survey, on account of the number and urgency of other projects, has unfortu- 
aately found it impossible to fit the recommended expansion into its plans, 
although there is full appreciation of its importance. * * * 

There would seem to be no reasonable explanation for the almost 
complete variance between these statements of officials of the Depart- 
ment of Commerce during 1955 and the present position of the Depart- 
ment that the proposed fiscal 1957 program of the seismological field 
survey is “adequate.” 


EXPENDITURES BY THE STATE OF CALIFORNIA 


I am informed that the State division of architecture of the State 
of California has in the past years had a budget of $50,000 for earth- 
quake engineering research and that it is proposed to increase this to 
$100,000. Although this is substantially larger than the present 
budget for the Federal seismological field survey, it is strictly engi- 
neering research, and does not cover the items included in the survey’s 
program. 

CONCLUSIONS AND RECOMMENDATIONS 


As a layman, I must confess that the facts I have presented bewilder 
me in trying to make a concrete recommendation to the subcommittee. 

There would seem to be no question but that the Department of 
Commerce should at the very least be authorized and directed to carry 
forward the proposed program for the development of low-cost seis- 
mographs as an important factor in the improvement of the strong- 
motion earthquake research program. 

There would seem to be considerable inconsistency in the Depart- 
ment’s attitude during 1955 and 1956 concerning the adequacy of the 
present program. Almost uniformly the program was admitted to be 
“inadequate” during 1955 while in conferences with departmental rep- 
resentatives this year the program has just as uniformly been repre- 
sented to me as “adequate.” I am technically unqualified to judge 
whether either position is factually justified, or whether some inter- 
mediate position conforms with the true state of events. 

At the very least, I believe that the vital importance of this program 
to the people of the western United States and to the people of Cali- 
fornia, in particular, demands a thorough review of this whole pro- 
gram by this subcommittee. In such a review, it would seem necessary 
to take into consideration the detailed recommendations of the Earth- 
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quake Engineering Research Institute, the opinions, if any, of the 
Department’s Advisory Committee on Engineering Seismology both 
with respect to the adequacy of the Department’s present program and 
the advisability of adoption of the Institute’s recommendations in 
any degree, together with the views of the representatives of the 
Department of Commerce. 

Whether or not the subcommittee recommends increases in the funds 
for this program during fiscal 1957, I believe that such a thorough 
reappraisal of the Department’s program for strong-motion earth- 
quake research should be expressly and explicitly directed and man- 
dated in the text of the appropriation bill reported to the House by 
the Appropriations Committee. 

Mr. Presron. I understand, then, while you are interested in the 
overall subject, you primarily want to see this $20,000 earmarked for 
work pointed toward developing this instrument? 

Mr. Lipscome. Yes, sir. I feel if they will take the initiative in 
this particular case and go ahead with this program, if they could 
develop instruments that cost as low as $100—and I think that is an 
optimistic figure—in future years they can put in more of those in- 
struments and make a better long-range earthquake survey of the 
State of California. 

Mr. Mitier. Did I understand you to say they already have the 
money ? 

Mr. Lirscoms. The Department of Commerce has indicated they 
have the money in this present budget that they can allocate to this 
and they can go ahead on a 15-month program. I wanted to be sure 
that the committee understood they were going to do this and they 
would continue with it and make an effort really to do the job. 

Mr. Preston. Are you referring to funds they have in fiscal 1956, 
or in fiscal 1957 ? 

Mr. Lirscoms. Both years, I imagine, as they have already indicated 
the program is ready to start. 

Mr. Tuomas. Which bureau has this responsibility ? 

Mr. Liescoms. The bureau is called the Seismological Field Survey 
of the United States Coast and Geodetic Survey. They presently, 
I believe, have a budget of $146,000, a good portion of which is spent 
in the State of California, although they are using a portion of that 
money outside of the State of California on other subjects. In fact, 
I believe they are doing some secret work in the field of recording 
damage by hydrogen and atomic bombs. That is not included in this. 
The whole expenditure is not made in the State of California. 

I feel this is a necessary program for the State of California. I 
regret it has been cut down in recent years. 

Mr. Preston. I might point out at this point that their appropria- 
tion for 1956 was $148,700 and the request for 1957 is $149,000, which 
is a slight increase over what they had in fiscal 1956. 

Mr. Lipscoms. Yes, sir. 

Mr. Preston. I am confident they have adequate funds to carry 
out this little research project you are interested in. It sounds rea- 
sonable to me as one member of the committee. 

We are delighted to have you come in and call this to our attention. 

Mr. Liescoms. Thank you. My principal point in appearing before 
the committee today is I realize this entire program as originally rec- 
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ommended is more than should go into effect now, but I do want the 
Department of Commerce to follow through and to do the job they 
have said they are going to do. And I feel they will, with your 
approval, 

If I may, I will leave a summary of what was requested, what the 
Department of Commerce is doing now, and also the program the 
Earthquake Engineering Research Institute, have suggestec 

Mr. THomas. You have made a nice statement. 

Mr. Lirscoms. Thank you, gentlemen. 


WebnNeEspDAy, Aprin 11, 1956. 
Bureau or Pusiic Roaps 


WITNESS 


HON. JOEL T. BROYHILL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF VIRGINIA 


JONES POINT BRIDGE 


Mr. Preston. The next witness is our distinguished colleague from 
Virginia, Congressman Joel T. Broyhill, who desires to testify in 
connection with the Jones Point Bridge. 

We will be glad to hear from you. 

Mr. Broyuiut. Thank you. Mr. Chairman and gentlemen, the 83d 
Congress authorized the construction of this bridge across the Po- 
tomac River at Jones Point in Alexandria. In the Ist session of the 
S4th Congress, an appropriation of $600,000 was made to commence the 
plans. In the President’s budget request for this year, $13.8 million 
was included in the Department of the Interior budget to complete 
the actual construction of the bridge. 

The Subcommittee on Interior refused the appropriation, due to 
the fact we had a bill pending in the House District Committee which 
would transfer the authority for the construction of the bridge from 
the Department of the Interior to the Department of Commerce, 
where it should have been to start with. It was just an error that 
we did not place the authority for construction with the Bureau of 
Public Roads when the bill was originally passed. 

Then another question in the minds of the subcommittee was 
whether or not the States involved had met their obligations insofar 
as providing adequate approach roads. In the original authorization 
bill, there was a provision that construction would not commence until 
these States had satisfied the Department of the Interior that ade- 
quate approach roads would be constructed by them to qualify the 
actual construction of the bridge. I do not think the Subcommittee 
on Interior was satisfied the States had met that particular obliga- 
tion. However, since then, I have received letters from the States 
and also from the Department of the Interior and the Department of 
Commerce which certified that certainly to their satisfaction they 
had in their program planned the construction of sufficient roads and 
highways to more than make the bridge justified. So those things 
have been eliminated. However, the House has not yet approved the 
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transfer bill. It has been reported out of the District Committee—a 
bill transferring the authority from Interior to Commerce. 

There is one other item in that bill, making a slight change in the 
design which would lower the cost of it by approximately $500,000. 
I did attempt on the floor, which was futile—I knew that to start 
with—to get the matter reinstated in the Interior bill. However, 
that lost, and at that time the chairman of the subcommittee stated 
if this transfer bill was coming right out and there was no contro- 
versy about the transfer bill and that adequate approach roads had 
been provided by the States, then to go over and get the Senate to 
put it in the Interior bill over there, which [ did. I called the Senate 
committee this morning and it is anticipated, unofficially, of course, 
that they will reinstate that $13.8 million in the Interior bill over 
there. 

Yesterday they approved in the supplemental bill $500,000 for the 
purchase of land over in Maryland which would be necessary to the 
construction of the bridge. That was previously denied by the House. 

So I do not know whether my request here this morning is out of 
order by asking you to put this in the Commerce bill when you do 
not have the authorization legislation yet to transfer authority for 
constructing the bridge over to Commerce; but the Interior subcom- 
mittee turned it down because they felt since there were the two points 
pending they should wait and not appropriate it for Interior. So 
I am in between the two subcommittees right now. 

There does not seem to be any controversy as to the necessity for 
appropriating money or, rather, any disagreement as to whether 
money should be appropriated, or not, but just the technical question. 

Mr. Bow. Is it in the budget? 

Mr. Broyniu. Oh, yes, it is in the budget. 

Mr. Miter. It is in the Interior budget? 

Mr. Broruum. It is in the Interior budget. 

Mr. Miter. And has been denied by their subcommittee and is now 
before us because it will later be turned over to Commerce? 

Mr. Broyuiizi. That is right. And in the transfer bill, we have 
put in authority to transfer the funds appropriated under the Interior 
budget over to Commerce; but the Interior Subcommittee again felt, 
since obviously it was going through, it would be wise to wait and 
put it in the Commerce bill. 

Mr. Preston. At present we are without authority to appropriate. 

Mr. Broyum. I know you are. 

Mr. Preston. We could not do it unless the bill became law. 

Mr. Miizter. What about the authorization bill; is it going to be 
acted on in the District Committee soon ? 

Mr. Broyuiy. It has been passed unanimously by the House Dis- 
trict Committee. The reason it was not passed by the House on the 
last District day was because of an unofficial agreement that there 
would not be a rolleall and, frankly, when the gentleman from Iowa, 
Mr. Gross, objected to its being considered on unanimous consent, I 
went and asked the Speaker if we could go in the Committee of the 
Whole House and debate the bill and he stated there had been an 
agreement not to have a rollcall and Mr. Gross had given warning of 
a point of order, and he thought it was not the proper thing to do. 
And that same thing held true on the Monday after the Easter recess; 
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again there was an agreement there would be no rolleall. There is 
no question but what it will be passed overwhelmingly on the next 
District day. 

Mr. Presron. Is not your procedure from here on out either to go 
along with what the Senate does, if they should happen to put the 
money in, or to press for the passage of the bill to transfer the author- 
ity and then seek a supplemental appropriation ? 

Mr. Broyuiwt. I think that would be the proper procedure. 
Frankly I prefaced my remarks by saying I did not think this was 
completely in order, but the Subcommittee on Interior had suggested 
that it go in the Commerce bill. 

Mr. Preston. Thank you very much for making this explanation. 
We think we fully understand your problem. We are glad you called 
it to our attention, since it has gotten into this rather unique situation 
of perhaps being involved in two bills. 

Thank you very much. 


Wenpnespay, Aprit 11, 1956. 
Crvi. Arronavutics ADMINISTRATION 


WITNESS 


HON. JAMES W. TRIMBLE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF ARKANSAS 


FORT SMITH MUNICIPAL AIRPORT 


Mr. Preston. The next witness is our distinguished colleague from 
Arkansas, Congressman J. W. Trimble, who we are always glad to 
have appear before our committee. We will be glad to hear you at 
this time. 

Mr. Trimecte. Thank you, Mr. Chairman and members of the sub- 
committee. I shall not detain you long. 

I appreciate this opportunity to testify in behalf of an increase in 
the appropriation for the Civil Aeronautics Administration to cover 
a situation at the Fort Smith, Ark., municipal airport, which is in the 
district that I am honored to represent. The situation is as follows: 

The activation of an Air National Guard squadron and increased 
use of airport facilities by transient commercial and private aircraft 
in 1953 caused an unsafe flying condition at Fort Smith Municipal 
Airport. This fact became apparent in early 1954, and as a result an 
effort was made by the city and Air Guard officials to establish a CAA 
control tower at the base. The CAA began surveys in June of 1954 to 
determine the actual number of operations (landings and takeoffs) 
that were involved in interstate commerce. 

Surveys conducted by the CAA indicated traffic conditions at Fort 
Smith did indeed warrant the location of a control tower. However, 
surveys must be conducted quarterly and over a period of at least 1 
year, and with an increasing trend. 

As the year of surveying progressed, the seriousness of the situa- 
tion increased, and military officials became alarmed over the critical 
conditions and called a meeting on March 3, 1955, in Washington, 
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D. C., of city, military, and CAA personnel to speed up the process. of 
establishment of a control tow er. The CAA had not finished its in- 
vestigation and stated that it would be at least 2 years before a control 
tower could be established under regulations governing tower activity. 

The military and city authorities agreed to construct the tower 
jointly, and have the physical facilities ready for the CAA at the 
end of their testing program. The milit: ary and city authorities then 
told CAA that in the event that the surveys did not come up to what 
was expected that the cost of operating the tower as opposed to the 
operation of an already existing communic ations (INSAC) operation 
would be borne by the city and miltar y jointly. However, if the year 
long survey conducted by the CAA did show the airfield to come 
within the criteria, CA. would include the cost of its operation in 
their next fiscal year budget. 

An estimate was made by the CAA of $20,000 to cover the differ- 
ence in cost of operating the control tower and communications sta- 
tion. By agreement the city would contribute $11,000 of the $20,000 
and the National Guard Bureau would contribute $9,000. This con- 
tribution was to be made only if the survey did not warrant full as- 
sumption by CAA. 

On January 15, 1956, the tower facilities were completed and CAA 
started the installation of communications equipment. On February 
9, 1956, the CAA roquantind funding instructions from the National 
Guard Bureau for $5,422, cov ering the cost of operation of the tower 
for June of 1956, and $32,542 covering cost of operation of the tower 
for a full year. The $32,542 was an increase of $12,542 which was 
not budgeted for by either the National Guard Bureau or the city of 
Fort Smith, and neither organization has the funds to cover this 
amount. 

CAA surveys are now complete and as of January 3, 1956, inter- 
state commerce operations exceeded 24,000 required under CAA cri- 
teria by 3,924. Fort Smith now complies with the CAA standard 
and should be included in the Federal system. 

The results of the CAA survey were not complete in time to com- 
pile the information for inclusion in the CAA fiscal year 1957 budget. 
Therefore, it is suggested that the CAA budget be amended to include 

$39.542 and place the control tower under complete Federal control. 
This amendment would allow the CAA to fulfill its commitment and 
will alleviate a very hazardous condition for military and civil avia- 
tion. 

Gentlemen, I ask to have included the CAA quarterly survey for 
the year 1955 and a part of the Quarterly Traffic Survey Report of 
Potential Locations for Airport Traffic Control Service prepared by 
CAA region 2, dated January 3, 1956. 

I am very much interested in this additional amount of $32,542 for 
two reasons: First, it will enable the CAA to comply with an agree- 
ment between the agency and the National Guard Bureau and city of 
Fort Smith. Second, it will complete the installation that is so vital 
to this area—the municipal airport at Fort Smith serves not only 
Fort Chaffee, Ark., but the Air National Guard unit at Fort Smith, 
plus commercial and private air service. This is one of the largest 
airports in the Southwest. 
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I have a statement showing we meet the criteria on everything, and 
a telegram from the mayor of Fort Smith, the airport manager, and 
the chamber of commerce. 

Mr. Preston. We will be glad to insert that in the record at this 
point, 

(Information referred to follows :) 


Results, CAA quarterly survey for year 1955 


Interstate commerce 
operations 


April 1955 : sceruneneetoneieest ; aod 23. 400 


— ~—?). 


July 1955_-- ckeaite ; sisieestapdbadsinaiiicekiioas: 


October 1955__- ‘ ; re Th ca ; aires a ie . 26, 104 
January 1956.-...--- Zz ave sea . 27,924 


(Copied from Quarterly Traffic Survey Report of Potential Locations for 
Airport Traffic Control Service prepared by CAA region 2 dated January 3, 1956.) 


Forr SmitH, ARK. 
a. tay 


Total estimated scheduled air carrier operations for the prior 12 months__ 12, 376 
Total estimated military itinerant operations for the prior 12 months . 4,472 
Total estimated number of civil itinerant for the prior 12 months______ 11, O76 
Total estimated military local for the prior 12 months_______-____________8,, 692 
Total estimated civil local for the prior 12 months 4, 576 
Total estimated scheduled air carrier and itinerant for prior 12 months__ 27, 924 


—- awl, 


1 (b) Activity during the most recent sample traffic count conducted—Dec. 
15-21, 1955: 


Scheduled air carrier : ; 140 
Military itinerant . 70 
Civil itinerant 180 
Military local ss 60 
Civil local 50 


1 (c) Traffic trend: This survey reveals an overall count in close proximity 
to the September report, in spite of the fact that the ILS was shut down for 
relocation, construction was in progress on both ends of te airports long run- 
way, poor flying weather prevailed during part of this survey period, and 
restrictions were being placed on National Guard flying by the Air National 
Guard Bureau. It is expected that scheduled air carrier traffic will increase 
in the near future with the addition of schedules by Central Airlines on its 
recently approved Dallas-Fort Smith-St. Louis route. In addition, Braniff Air- 
ways is expected to add two flights daily to Fort Smith in conjunction with 
their recent approval of route extensions. Military itinerant traffic is expected 
to increase, inasmuch as the runway construction at this airport has been com- 
pleted and is now adequate for jet aircraft operations. In addition, the National 
Guard has moved into its new facilities, and military field and storage will be 
available to transit aircraft. 

1 (d) Control tower structure: The control tower structure is virtually com- 
plete and for all practical purposes can be considered so. 

1 (e) Miscellaneous data: The normal flow of traffic is currently from 0700 to 
2200. Most large, nonscheduled air carriers operate during the night hours. 
Routine traffic consists of aircraft from the Aeronca and Piper trainers to 
Convair equipment of the airlines and from T-6 trainers through C—131 trans- 
ports and T-33 trainers of the military. A mixture of all types below the 1)C—7 
class is to be found. 

Traffic confliction is caused by the great differences in types and speeds 
of the uncontrolled aircraft operating into Fort Smith, and due to the fact that 
no one agency issues landing information—the airlines handle their flights, some 
military and civilian aircraft contact Fort Smith radio, and some contact no 
agency. In addition, large, heavy aircraft must land east or west for sufficient 
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runway length, while the prevailing wind might be north or south, with the 
lighter aircraft using those runways. 

Several extremely hazardous conflictions and near-misses were observed during 
the period of this survey. 

(f) Recommendation for action: It is recommended that a combined station 
tower be operated at this location as soon as the equipment can be installed. 
The region has recently received authorization to proceed with the equipment 
installation. In the event this facility can be made operational prior to the 
end of fiscal year 1956, the Air National Guard and the city of Fort Smith should 
bear the difference in the cost of operation of the existing INSACS and the com- 
bined facility for the remaining portion of 1956. It is recommended further 
that cost of operation of this facility be borne by the CAA starting at the begin- 
ning of fiscal year 1957. 


Fort SmiTH, ArK., April 1, 1956. 
Hon. J. W. TRIMBLE, 
Congressman, 
Washington, D. C.: 


Here are pertinent facts regarding control tower at our airport. It was 
originally agreed that after completion of the tower, the city of Fort Smith 
together with the National Guard would subsidize its operation by CAA person- 
nel until such time as the airport qualified by traffic count for operation at CAA 
expense. 

We are advised that we have qualified and that Fort Smith will be placed 
in the budget for fiscal year 1958. Inasmuch as we have qualified by traffic 
count, we feel that Fort Smith should be included in the budget for 1957 and 
thus relieve the city of Fort Smith of an operational expense that should be 
paid by the CAA. 

It should be further noted that recent stepped-up operations of the Air Na- 
tional Guard, the designation of Chaffee as a fort, together with increased 
scheduled airline flights, have created a near emergency at the Fort Smith 
Municipal Airport which should be relieved in the public interest. 


H. R. HEstanp, Mayor. 


Fort SmiTH, ArRK., April 1, 1956. 
Congressman J. W. TRIMBLE, 
House Office Building, 
Washington, D. C.: 


Two years ago the city of Fort Smith requested that the CAA make a survey 
of traffic volume at our municipal airport to determine if we were eligible for 
tower control. Our request was brought about because an Air National Guard 
unit had been established on the field and Central Airlines had begun serving 
us with a number of new flights. 

We understand that as a result of this survey Fort Smith will be placed in 
the CAA budget for fiscal year 1958. However, the establishment of Chaffee 
as a fort and the addition of new flights to St. Louis has convinced us that the 
airport, uncontrolled as it is, now is becoming hazardous and that traffic 
control should begin immediately. 

We therefore urge that you do everything possible to have our airport placed 
in the CAA budget for fiscal 1957. 

Bos Crisp, 
Airport Manager, Fort Smith, Ark. 


Fort SmitH, ArkK., April 2, 1956. 
Hon. J. W. TRIMBLE, 
Congressman, 
Washington, D. C.: 


Please do all in your power toward CAA appropriation for the operation of air 
control tower at Fort Smith Municipal Airport. 

We feel that it is absolutely necessary for public safety that this tower be 
put into operation immediately and realize it is next to impossible for our city 
to undertake additional and unfair expense. 

CHARLIE HUBBARD, 
President, Fort Smith Chamber of Commerce. 





Fort Smitu, ArK., April 2, 1956, 
Hon. J. W. TRIMBLE, 
Congressman, 
Washington, D. C.: 


The combination of uses of Fort Smith Municipal Airport by Air Guard, Fort 
Chaffee, and the commercial airlines as well as private planes make it absolutely 
necessary that the control tower be put into use immediately. 

Your addition to an appropriation making this possible will be very much 
appreciated. 

C. C. Davis, 
Chairman, Fort Smith Municipal Airport. 


Mr. Preston. I would like to mention that you spoke to me earlier 
as to the advisability of bringing additional witnesses here from Fort 
Smith to support your testimony. I recall that I advised vou that 
it would be the committee’s feeling that what you had to say on the 
subject would be sufficient as far as we are concerned and we did 
not need corroboration of your testimony or your recommendations. 

We recognize that you have a situation that deserves our immediate 
attention, and I am inclined to believe that the response of the com- 
mittee will be favorable. 

Mr. Trrusie. Thank you very much. 

Mr. Preston. Thank you. 


Wepnespay, Apri 11, 1956. 
PaTENT OFFICE 
WITNESS 


HON. FRITZ G. LANHAM, REPRESENTING THE NATIONAL PATENT 
COUNCIL 


Mr. Preston. The next witness to testify is our former colleague and 
distinguished gentleman, Mr. Fritz Lanham, who desires to testify 
in connection with the appropriation for the Patent Office. Do you 
have a prepared statement ? 

Mr. Lanuam. No, sir. I prefer today to testify orally. 

It is a real pleasure to have this opportunity to renew the genial 
association with you. 

I represent the National Patent Council, which is an organization 
of smaller manufacturers devoted to the preservation and protection 
and promotion of our American patent system. 

I had an opportunity to appear before you last year in rather a 
lengthy statement concerning necessary appropriations for the Patent 
Office. What I said at that time is equally pertinent today. How- 
ever, to conserve your time, may I state briefly three things with refer- 
ence to our patent system and the 1957 budget estimate for an ap- 
propriation for the Patent Office. 

First, our patent system is a fundamental institution of our Gov- 
ernment. The fathers very wisely adopted—and without any con- 
troversy whatever—in the Constitution of the United States a pro- 
vision to promote the progress of science and the useful arts. It was 
under that authorization that the Patent Office was formed and our 

patent system developed. Now, the one thing primarily which 


75136—56——60 
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has kept our country in the forefront of nations, industrially and other- 
wise, is our patent system, and consequently it is of the utmost im- 
por tance that we preserve and protect and promote it. 

The second thing to which I wish to call your attention involves 
very particularly the matter pending before you, the appropriation 
for the Patent Office. 

The incentive which our patent system affords must be protected and 
must not be restricted. It is being restricted at present, and the pro- 
gram now in progress in the Patent Office is designed to remove that 
great restriction. I refer to the great backlog “of applications for 
patents in the Patent Office. By reason of it, 1t now takes approxi- 
mately 4 years for an applicant to get final action on his patent appli- 

cation and during those 4 years he ‘has no protection whatever. Un- 
ee those circumstances, many of the humbler folk of our Nation in 
partic = are absolutely unable to proceed in prosecuting their help- 
ful ideas. They have to look about and find a way to make a living in 
some ween field of endeavor and consequently they are not devoting 
to the welfare of our country their research in the matter of discoveries 
useful to us and to mankind in general. 

Now, that backlog arose very largely by reason of the fact that in 
the war years there was such a demand in private industry for these 
expert examiners with their technical skill and knowledge that they 
could get much greater compensation than the Government affords 
and consequently the force of Patent Office examiners was depleted. 

This program to eliminate the backlog has been started, was started 
in fact, last year when you increased the appropriation in order that 
we might begin this important service. It will take a few years to ac- 
complish that task and I assume that the Commissioner of Patents has 
put before you the details with reference to that pending program. 

It is imperative, therefore, in carrying on this work to comply with 
the budget estimate for this coming fiscal year, which takes into con- 
sideration the present situation and the existing conditions, in order 
that this program of eliminating the backlog may be carried on ap- 
propriately and effectively. 

It is very important that that be done, that we get back to the situ- 
ation which will inspire our Americans of inventive skill to exercise 
their ingenuity and give us discoveries that will continue to keep us in 
the forefront of nations. 

Mr. Preston. This committee initiated the idea of getting this back- 
log disposed of, rather than the Patent Office. 

Mr. Lannam. We appreciate that and are very grateful. 

Mr. Preston. They came up with an inadequate request and we 
raised it above the budget request. 

Mr. Lannam. You did and that program is now being carried on 
through the budget estimate. 

The third thing I wish to mention is more or less incidental but 
highly important and that is that patents make jobs and the revenue 
of our country is very greatly increased by employment under these 
patents that are in commercial operation. For instance, it is a rather 
interesting fact that there are many thousands of people today who 
are making their living in operations based upon Thomas Edison’s 
invention of the electric light because electric lighting in its many 
phases has gone to great lengths. 
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Let me remind you, too, that Thomas Edison, himself, was originally 
one of the little fellows and he had no educational background that 
would forecast the great service he rendered to our country and to 
the world. 

So the incentive to the little fellows to keep on is most important. 
They may give us things of which we do not even now dream, if they 
have the opportunity to do so. 

I have spoken very briefly, Mr. Chairman, because I wish to conserve 
your time and I know you have many witnesses to hear. 

Mr. Preston. Thank you very much, Mr. Lanham. The commit- 
tee is aware of your deep interest in the welfare of the Patent Office 
and the small inventor. 

Mr. Lanuam. All we ask is appropriation of the budget estimate 
which I understand is what the Commissioner says he can appropri- 
ately use. 

Mr. Cievencer. Could you fellows promote enlistments in the 
examiner force, men who will spend time taking this training! Can 
you find some recruits outside that will join our forces / 

Mr. Lannam. Yes. 

Mr. Cievencer. That is the disappointing thing to this committee. 

Mr. Lanuam. They have found quite a number in this fiscal year 
and the reason that they cannot take them all at once is that they do 
in many instances have to get new men and train them for this service. 
That is the reason it cannot be done all at once. It necessarily requires 
a few years to carry the program into effect that will rid us of this 
backlog. 

Mr. Cievencer. I found this committee way ahead of the Patent 
Office in the understanding of the problem. 

Mr. Preston. Thank you, Mr. Lanham. 

Mr. Lanuam. Thank you, Mr. Chairman. 


Wepnespay, Aprin 11, 1956. 
GRANTS-IN-AID FOR AIRPORTS 


WITNESS 


HON. GEORGE MEADER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MICHIGAN 


Mr. Preston. The next witness is Congressman George Meader, 
of Michigan, our able and distinguished colleague. He desires to 
testify in connection with the Federal aid-to-airports program. 

Mr. Meraper. Thank you, Mr. Chairman. I have no prepared 
statement. 

I am going to ask the committee to save some money. I call atten- 
tion, first, to section 5 of Public Law 211 of the 84th Congress, ap- 
proved August 3, 1955, which for a 4-year period authorized nearly 
a quarter of a billion dollars for the airport aid program, and I be- 
lieve the authorization for fiscal year 1957 is $60 million for the con- 
tinental United States. 

I am requesting the committee to write a limitation upon that 


appropriation for fiscal 1957 to provide that no funds shall be allo- 
cated to the Detroit-Wayne major airport. 
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I would like to give you a brief background. I would like to call 
your attention, if I may, to a list of references to the Congressional 
Record where I have discussed this problem at considerable length. 

The commercial air terminal for Detroit at the present time is the 
Willow Run Airport which is owned by the University of Michi- 
gan, having been donated to the university as surplus property at 
the end of World War II. That airport cost originally some $21 
million when built during the war and was used to fly B-24 bombers 
away from the plant operated by the Ford Motor Co. 

The university acquired the property primarily because it had 
some research contracts with the Government and needed part of 
the facilities at the airfield to house those research activities. They 
have some 500 people, scientists, technicians, and other experts, en- 
gaged in some very important research on a project known as Project 
Michigan, having to do with battlefield surveillance. They did not 
need the airfield exclusively, and the deed to the university provided 
it be maintained as a public airport. 

At that time, in 1947, when the airlines got their planes back from 
the military and started expanding their commercial service the old 
city of Detroit airport was inadequate for four-engine aircraft. It 
has a big gas tank in the middle of it and its runways are not long 
enough. They had nowhere to go except Willow Run Airport which, 
when built, was considered the best in the country. So, since the war, 
Willow Run has served as the Detroit terminal with practically no 
expense to the taxpayers. 

After the war the Wayne County Road Commission commenced an 
expansion program of the Detroit-Wayne Major Airport. Detroit- 
Wayne Major Airport is located near Romulus, Mich., and is 6 air- 
miles distant from Willow Run Airport, border to border, and 8 
miles distant from center to center. It is in the same air traffic pattern 
as Willow Run. Under instrument-flying conditions the control tower 
at Willow Run controls takeoffs and landings at Wayne Major. As 
the Detroit Free Press aviation writer, Jean Pearson, in a series of 
articles which I inserted in the Congressional Record, very aptly said, 
you have 2 large airports on the ground but only 1 in the air. 

This has been a matter of controversy in Wayne County and De- 
troit ever since the war. Elements in the community which I regard 
as perhaps being a little more alert to the future of aviation than 
the ground-bound Wayne County Road Commission do not like to 
see another terminal for Detroit built in the same air-traffic pattern 
as the existing air terminal. They advocate construction of an air- 
port on the north side of Detroit which will serve a different population 
center than the Wayne Major Airport which is essentially the same in 
its location with reference to metropolitan Detroit as Willow Run. 
Wayne Major is some 10 or 12 miles by road nearer the city of Detroit, 
than Willow Run, saving that much time. 

Since the war something on the order of $17 million has been spent 
improving and expanding Wayne Major Airport, of which $4 million 
has been Federal airport aid money. That has been 52 percent of the 
Federal airport aid received by Michigan since 1946. The Wayne 
County Road Commission and its engineer, Leroy Smith, who, by the 
way, is due to retire in a. few months, have been conducting a relent- 
less campaign to compel the airlines to transfer their operations from 
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Willow Run to Detroit-Wayne Major. This they have consistently 
refused to do. 

Last December they made a decision that once and for all they 
would not move to Wayne Major from Willow Run, unless forced to 
do so, because they thought it would be bad business judgment. The 
reason, they say, is that estimates are it will cost from $30 million to 
$33 million more to erect the hangars, the terminal building, addi- 
tional parking facilities, lighting, and whatnot, that will be necessary 
to accommodate the airlines at Wayne Major as a comimercial terminal. 
The airlines think it is foolish to pour $30 million to $33 million more 
into the same air-traflic pattern. They think it would be much more 
sensible to take that amount of money and put it in a second airport 
for the city of Detroit, but in a different air-traffic pattern and serving 
a different center of population. 

Briefly, that is the basis for my request that you eliminate any funds 
in this bill for Detroit-Wayne Major Airport on the grounds that it 
would be a waste of taxpayers’ funds and foolishness to pour $30 mil- 
lion to $33 million, not all public money, into an airport which, when 
it is finished, will be in the same traffic pattern as the present adequate 
terminal for Detroit. 

I may say that this obviously would have an effect upon my con- 
gressional district. The University of Michigan is obliged to main- 
tain that field as a public airport. If the airlines do not use the air- 
port, there is a question whether or not there will be sufficient revenue 
for the university to maintain the airport and it would not have, I 
would think, any right to take money from the students’ tuition fees 
or from educational appropriations by the State of Michigan to main- 
tain an airport. 

The Michigan Legislature wrestled with this problem until just last 
week. Wayne Major, I may say, was allocated by the Civil Aero- 
nautics Administration out of fiscal year 1956 funds, $975,000. There 
was an arbitrary ceiling fixed by the Civil Aeronautics Administra- 
tion of $1 million. You can see Wayne Major got nearly the ceiling. 
But the Michigan Legislature cut the matching funds from a re- 
quested half-million dollars to $245,000 for fiscal year 1956, and for 
tiscal year 1957 appropriated only $175,000 for Wayne Major Airport. 

One other thing that I think you might want to consider is the fact 
that at my request the Subcommittee on Legal and Monetary Affairs 
of the House Government Operations Committee, headed by Repre- 
sentative Mollohan of West Virginia, has undertaken an investigation 
of the entire Federal airport aid program including specific reference 
to this example of the expenditure of Federal funds at Wayne Major. 

My contention is that when the CAA started 10 years ago giving 
money to Wayne Major Airport—and this matter was not then as 
controversial as it is now, conditions were different than they are 
today. With faster planes—jet transport planes coming in by 1959— 
there ought perhaps to be another look taken at the manner in which 
Federal aid funds have been allocated to airports to see whether or 
not they are simply going along on a program that was started under 
different conditions or whether they are taking into account new de- 
velopments in aviation in the allocation of airport aid funds. 

Mr. Preston. Who represents the district in which Wayne Major 
Airfield is located ? 
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Mr. Meraper. John Lesinski, and he got into this matter recently. 
We had a hassel on the floor not too long ago. 

Mr. Presron. Are you not, in effect, asking this committee to do 
something your own State legislature refused to do / 

Mr. Mraper. I would say ‘that the State legislature had gone pretty 
far in the direction that I am asking this committee to go because 
they did not allocate sufficient funds from the State to match fully 
the amount that the Civil Aeronautics Administration had allocated. 

Mr. Preston. Let us get those figures again. They did allocate 

Mr. Meaper. $245,000. 

Mr. Preston. For the Wayne Major ? 

Mr. Mraper. For fiscal year 1956; that is right. 

Mr. Presron. Matching funds? 

Mr. Meaper. Yes, sir. 

Mr. Preston. To obtain Federal aid / 

Mr. Meaver. Right. 

Mr. Preston. Apparently they have not reached a decision to aban- 
don this field in favor of establishing a new field, have they ? 

Mr. Meaper. No. I might say that the field, W ayne Major Air- 
port, now accommodates the Michigan Air National Guard, I think 
two squadrons. The guard has a long-term lease and has every in- 
intention of staying there. The 10th Air Force has established : 
squadron at W illow Run. The airlines and the University of Michi- 
gan sought to have them establish that squadron at Wayne Major. 
But they settled at Willow Run and the airlines say they can con- 
tinue to operate. They would prefer not to have the jets there, but 
they can operate. 

There is an outfit without a home, the Navy, which has a squadron 
at Grosse Ile. The Wayne Major engineer turned down the Navy's 
request to locate at Wayne Major. The airlines do not intend to 
move unless forced. That is up in the air because there are clauses in 
the deed to the university which give the Federal Government, during 
the existence of an emergency proclaimed by the President, the right 
to possession of all or any part of Willow Run, and it is a question of 
whether or not they will take advantage of that rather harsh remedy 
to seize Willow Run Airport. I asked the President to declare the 
emergency at an end but he has written me he cannot do it. 

Mr. Preston. This points up a fact that Congress cannot much 
longer ignore. There must be some supreme authority in this land 
to coordinate the use of airfields and the establishment of civilian 
and military activities on fields. There you have a good example. 
You have 2 squadrons on 1 field and 1 on another. ~ Certainly jet 
aircraft ought to be separated from the civilian air traffic, if possible. 
We have two authorities, civil and military. Ultimately we will 
have to have somebody to tell the military and the civilian what to 
do. That authority must be in one agency or one person if we are 
going to solve some of these problems, ‘such as the one you talk about 
today. 

Did the last release by the CAA for Federal grants contain funds 
for the Wayne Major Airfield ? 

Mr. Meaper. For fiscal year 1956? 

Mr. Preston. Yes. 

Mr. Meaper. $975,000 was alocated in the announcement they made 
a couple of months ago. 
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Mr. Mitier. Could that be used in view of the limited State appro- 
priation ¢ 

Mr. Meaper. I cannot answer. 

Mr. Mitiers What is the matching formula? 

Mr. Meaper. One-quarter by the local government, one-quarter by 
the State and one-half by the Federal. I cannot tell you whether, in 
view of the fact that the State only gave Wayne Major about half of 
what they wanted the State to put up, Wayne County could make 
up that differential and still match the entire $975,000. That is a 
question in my mind. I think there might be some basis for saying 
that the State determined that the only expansion they would ap- 
prove would be one based upon four times the amount they appro- 
priated. So that is a question which, so far as I know, is not settled 
yet. 

Mr. Preston. You have a difficult problem. I wish we could dis- 
cuss it longer, but our schedule will not permit it this morning. 

Mr. Meaper. I appreciate your hearing me. I could not agree more 
with what you said about some top lev el agency to settle these dis- 
putes between military and civilian commercial air traffic and as you 
know there is a tremendous hassel going on over air navigational aids, 
which is a thorny problem. 

Mr. Preston. That is right. This committee has been going into 
that this year 


WeEDNEsDAY,. APRIL 11, 1956. 
Panama CanaLt Company AND Cana ZonrE GOVERNMENT 


WITNESS 


HON. LaVERN R. DILWEG, REPRESENTATIVE OF THE UNITED 
STATES CITIZENS ASSOCIATION, CANAL ZONE 


Mr. Preston. The next witness the committee will hear is the Hon- 
orable L. R. Dilweg, who wishes to speak on the Canal Zone appro- 
priation item. Do you have a prepared statement ? 

Mr. Dinwec. Yes, a very short one, and I will read it. It will take 
a couple of minutes. 

Mr. Preston. Very well. 

Mr. Ditwec. By way of introduction, my name is LaVern R. Dil- 
weg, former Member of Congress from Green Bay, Wis., and prac- 
ticing attorney in Washington, D. C. The United States Citizens’ 
Association me mbership is composed of United States civilian citizens 
residing in the Canal Zone and I am acting as their counsel and Wash- 
ington representative. This association is an active and aggressive 
one now strongly entrenched and giving voice to the individual Com- 
pany-Government employee interest and attitude on any and all mat- 
ters which affect his welfare. 

When I appeared before this same committee, last year, I outlined 
in some detail the employee's problems and stressed the need for full 
implementation of the recommendations in the Booz, Allen & Hamil- 
ton report. This management consultant firm made its report in 
1953 on the subject of extra compensation for United States citizen 
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employees of the Company-Government. It was made under con- 
tract to the Panama Canal Company at the request of the Senate 
Committee on Appropriations. I will confine my remarks to but 
one of the recommendations—that the 25 percent salary differential 
be retained. : 

Technically, employees in the Canal Zone do not receive either an 
overseas allowance or differential as those terms are now used. The 
law provides that they may be compensated at rates not more than 
25 percent above the rates paid for comparable United States posi- 
tions. Their basic pay is, therefore, considered to include the 25 
percent. The 25-percent differential is authorized for Company-Gov- 
ernment employees by title I, sections 81 and 248, Canal Zone Code, 
as amended by 50 Stat. 487 (1937) and Article V, section 8 of Panama 
Canal Company bylaws. It is authorized for Defense Department 
employees by section 103 of the Civil Functions Appropriations Act 
(McCarran amendment). In both cases the language of the statute 
permits, but does not require, the President to set rates in the Canal 
Zone which shall not exceed by more than 25 percent the rates for 
comparable positions in the United States. There is no legal require- 
ment that the rates of pay be higher or even equal to those in the 
United States. The authorization in the Canal Zone Code is good 
until such time as Congress acts; that for the Defense Department 
must be renewed annually in the Civil Functions Appropriation Act. 

Legislative committees of the House and Senate are now consider- 
ing proposed changes to Public Law 841, the law which changed 
the theory of operation of the Panama Canal. One proposal if en- 
acted would remove section 103, from the Civil Functions Appropria- 
tion Act and eliminate the need for renewing same annually. 

I appear before you today to respectfully request your committee 
to take no restrictive or limiting action in regard to the 25 percent 
differential. 

I wish to thank the committee for extending the opportunity to 
testify. 

Now, if there are any questions in regard to this matter that I can 
enlighten you on, I would be happy to answer them. 

Mr. Preston. The people are getting the 25-percent rate now? 

Mr. Ditwec. They are getting the 25-percent differential now. 

Mr. Preston. They feel that is adequate? 

Mr. Dirwec. They do not feel that is adequate. 

There are other questions involved and the 25-percent differential 
is but 1 of the recommendations, as I said before, made in the report 
of Booz, Allen & Hamilton with 4 other recommendations, and the 
company is in full accord and so are the Board of Directors of the Pan- 
ama Canal Company and Government that the 25-percent differential 
shall and should remain as an increment to their salary that they would 
receive by going down to the Canal Zone. 

Whether or not they should receive more is a question that we will 
have to fight out later, but the limitation at the present time, as I 
pointed out, is 25 percent. 

Mr. Preston. I, as one member of the committee, suggest that they 
should be satisfied with what they are getting. Twenty-five percent 
appears adequate as a differential pay for the people in the Canal Zone, 
considering the various benefits they receive, free benefits. 
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Mr. Ditwec. That is a matter of some concern. Sir, over the past 
3 or 4 years, the so-called free benefits have been reduced quite mate- 
rially. May I say this: That at the present time, here is the present 
concern of the employees : 

1. Failure to implement the BAH recommendations either by the 
C company -Government or through legislation. 

. Policy of the Company- Government to recover all direct costs 
for ‘goods and services rendered employees plus a contribution to in- 
direct or general expenses. 

3. Prices of sales and services rendered employees are charged with 
United States Government share of “fringe benefits” extended to the 
employees. In other Federal agencies the Government’s share is paid 
from appropriated moneys. 

4. Company’s policy on reclassification and downgrading of job 
standards result in replacement of United States citizen employ ees 
by aliens. 

5. The impact of treaty obligations. 

6. The Company’s policy of contracting for work formerly done 
by Company employees. 

The real serious thing in the picture is the implementation of the 
treaty and what is going to happen with reference to replacement of 
United States civilians by Panamanians. There are limitations, such 
as security and skill, ability to carry out a certain job, but the trend 
has been to downgrade jobs and say to the individual American who is 
down there “You take the local rate or get out.” 

Mr. Preston. Of course, the treaty is a matter of concern only for 
the Senate. While we may be concerned about it, it is beyond our 
jurisdiction. 

Mr. Diiwee. That is true, sir, but what I am trying to say to you is 
as a result of the treaty there is legislation going to be necessary, now 
being considered and will be considered eventually here, and there is 
a certain impact that is going to hit these people at that time and, of 
course, your committee is not concerned with that, but I just wanted 
to point out to you, since you asked me if the 25 percent was sufficient, 
what we thought the other problems of the employees were. 

Mr. Preston. We are glad to have you do that. We feel they are 
entitled to be heard and are always glad to have you do that. 


Wepnespay, Apri 11, 1956. 
SMALL Bustness ADMINISTRATION 
WITNESS 


HON. ABRAHAM J. MULTER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEW YORK 


Mr. Preston. The next witness is the Honorable Abraham J. Mul- 
ter, from New York, a Member of Congress, and a distinguished col- 
league of ours. We are glad to hear you concerning the Small Busi- 
ness Administration. 





952 


Mr. Mutrer. Thank you, Mr. Chairman and gentlemen for the 
privilege you accord me to come before your distinguished committee. 
As you | probably know, I am chairman of Subcommittee No. 2 of the 
House Small Business Committee, which has jurisdiction over the 
Small Business Administration. I am anxious to see that they get 
as much money as they need to properly operate. It can be justifiably 
said that they did not get off to a good start, but I think that this year 
they are doing much better than ‘they did last year and I think that 
some of the reasons as to why they are not doing a better job is that 
-_ have not had sufficient money to do it. 

I do not want to even attempt to impinge upon your authority of 
saying how much they should have to operate, but I do want to suggest 
to you that 

Mr. Tuomas. The gentleman is aware of the fact that one year their 
administrative expense exceeded the amount of loans they made? 

Mr. Murer. Yes, it did and I think you will find it is true again 
for 1955 that the amount of administration expense prerss “the 
amount of loans that they made and if you balance one against the 
other on paper there is a big paper loss, but I do not think that’ is the 
fair way to appraise what they : are doing. 

Mr. Txomas. You get them to make ‘loans and we will give them 
the administrative expense. Down in my section I have not “been able 
to get a loan out of them yet. 

Mr. Mutrer. As is usual in agencies of this kind, comes appropria- 
tion time, they can show vou they are doing an awfully good job. 
Look at the release of the Small Business Administration of April 4, 
which may not yet have reached your desk and you will find during 
the period March 1 to 15 they have done a tremendous lending job. 
They have approved 253 loans in that 15-day period. The loans cover 
36 States. If they did as good a job throughout the rest of the year 
as they did in that 2-week period nobody could complain about the 
lending facility. 

In some places it has not gotten off the ground. They can do a 
better job. 

Mr. Preston. Is it not true that, when the agency was first created, 
their general policy almost demanded that they not make any loans? 

Mr. Mutter. Yes, sir. 

Mr. Preston. Some changes were made, and since that time their 
policy has been quite differ ent from what it was originally? 

Mr. Mutter. Yes, sir. 

Mr. Preston. As a matter of fact, they have done a very good job 
in disaster areas, such as California, New England, North Carolina, 
and Maryland. 

Mr. Mrarr. They did a good job in Maryland. 

Mr. Preston. Immediately following the terrible disasters that 
struck this country last year. 

Mr. Mcurer. One on top of the other, 3 or 4. We cannot compli- 
ment the agency too highly for the fine job in the disaster program. 
Thev dropped everything else and moved into these areas and did a 
terrific job. Their ‘lending only is a small part of what they are set 
up to do. 

In the beginning. the first Administrator publicly announced in 
his speeches “that this agency will not make loans. They got rid of 
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him very quickly and I think we have a more sympathetic admin- 
istration in the Administrator of the Small Business Administration, 
but he is tied down by the fact that he has a Loan Policy Board con- 
sisting of himself, the Secretary of the Treasury, and Secretary of 
Commerce. 

There we get into the same argument about small business against 
big business, and these two big fellows sit there, and he must take his 
policy from them. Within the limits of the law and policy board su- 
pervision, he is doing a pretty good job. I think he can do a better 
job if we help him, but the important work he is doing is in procure- 
ment. The important work he is doing, which the agency does, is in 
getting the small-business man integrated into the Government pro- 
curement program, both civilian and military. There he needs more 
money with which to do the job. 

Mr. Preston. I understand the supplemental request was $20 mil- 
lion. I suppose that will be reaching us today. 

Mr. Mutrer. Yes. They must have it. That is almost an emer- 
gency, because they underestimated how much money they would need. 
That money is for lending facilities, of course. They will need that 
much money as a revolving fund to carry on. They are down to $5 
million now. Unless they get it replenished they just won’t be able to 
make any more loans. That is an emergency situation. 1 am sure 
you will be sympathetic to that. 

The question of procurement [I say is much more important. Of 
course the little fellow comes in and looks for a loan, but the much 
larger field is in the procurement field. We can improve the economy 
of our small-business men throughout the country if we can give them 
more opportunity to get into the Government procurement program. 

The Army, Air Force, and Navy have 475 men in their so-called 
small-business procurement offices, specialists, and consultants in the 
small-business problems. 

The Small Business Administration, which must work in all of 
those offices, has only 78 men in the field. Of those 78 men, 39 men 
must cover 190 military procurement centers. They just can’t do the 
complete job expected of them unless we give them the wherewithal to 
do it. 

In addition I would like to call your attention to this situation : The 
Defense Department definition of small business was a very arbitary 
one—any firm with under 500 employees is small and any firm with 
over 500 is big business. We found that that definition was unwork- 
able, and we wrote into the law a new definition. 

In addition to the new definition, which now is any firm who is 
indepedently owned and not dominant in the industry may qualify, 
may but not must, may qualify as small business—but the Defense 
Department continued to stick to the numerical definition excluding a 
lot of small-business men who should be included. 

Last year we wrote into the Small Business Administration <Act 
another provision stating that anyone who thought he was small 
business, and the procurement agencies said he was not, could go to 
the Small Business Administration and get a certificate certifying 
that he was small business, just as the law provided if it was a ques- 
tion of competency, he could go to the Small Business Administration, 
they make an investigation, issue a certificate of competency, and then 





954 


the procurement agency certifies whether or not he is competent. Sim- 
ilarly on small business. If there is a question between the business- 
man and the Department, the Department says “You are big business, 
we cannot give you this,” the small-business man may go, or the De- 
partment may request the certification from the Small Business Ad- 
ministration certifying whether he is or is not small business. We 
said in the law that the certificate shall be binding on the Defense 
Department. 

Up until today the Defense Department has refused to implement 
that definition. I am told as of today that they expect to implement 
it with a new directive that ought to be out within about 10 days, and 
that will then require the Small Business Administration really to 
go to work in a serious way examining into and certifying to the De- 
fense Department procurement offices who is small business and who 
is not. That, too, means additional work for the agency for which 
they will need additional personnel and they will need some addi- 
tional money. 

Mr. Mitter. Your definition does not upset the 500 employees classi- 
fication necessarily, does it? It might not be determined down below 
that, might it? 

Mr. Motrer. It could be. 

Mr. Miter. Is it so they cannot go in the other direction ? 

Mr. Moutrer. In either direction according to the definition in the 
law now. If there is a question about it, then Small Business Adminis- 
tration will have to inquire into the facts, examine the man’s plant 
and facilities, compare that with the situation in the particular in- 
dustry, and then certify accordingly. 

As it is today the Defense Department takes the arbitrary position 
—500 employees, small business; 501, big business. 

Mr. Mitter. Just arbitrarily and without any respect to what the 
customs of that particular type of business might involve ? 

Mr. Moutrer. That is right. They refuse to take anything into 
account except the number of employees. That obviously must be 
arbitrary and it is not fair in many instances. Our records in the 
Small Business Committee are full of instances where people are 
obviously small in their industry but could not bid. They were pre- 
cluded from bidding because in certain areas procurements are set 
aside for small business, and in certain areas they are entitled to cer- 
tain preferences. If it is a tie bid, between big and small business, 
small business must be given the preference. 

There is another thing I would like to touch on briefly. I know you 
are busy and you have other witnesses. 

As a result of the hearings conducted both by the Small Business 
Committee and the Banking and Currency Committee, the bill that 
came out last year provided a directive, a mandatory directive, that 
the Small Business Administration open branch offices, I think it said 
offices, in Puerto Rico, Hawaii, and Alaska. That was because of the 
fact that those areas were not being served at all by Small Business 
Administration. 

As to the situation in Alaska, I take the information on that from 
people who have written to our committee and from the Delegate from 
Alaska, Mr. Bartlett. 
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As to the situation in Hawaii and Puerto Rico, our position is sus- 
tained not only by letters that we have received from businessmen 
there, from witnesses we have heard, from Delegate Mrs. Farrington 
from Hawaii, from the Resident Commissioner, Dr. Fernés-Isern from 
Puerto Rico, but from personal visits I made to both Hawaii and 
Puerto Rico. 

It is utterly impossible for people at that distance to be serviced by 
the Small Business Administration for either loans or procurement. 

Mr. Bow. Do I understand that by the bill you have required they 
open offices in these places ? 

Mr. Mutter. Provision was in the bill as reported by the Banking 
and Currency Committee, unanimously reported. : 

Mr. Bow. Was that passed ? 

Mr. Mutter. No. When the bill came to the floor the agency then 
said that we don’t have any appropriation for this, and if you will leave 
it in as a mandatory provision we will be in violation from today until 
we get an appropriation. 

We took the mandatory provision out, and we made it a permissive 
provision. 

Mr. Bow. Is it now in the law permissive ? 

Mr. Mutter. It is. 

Mr. Bow. Dr. Fernés-Isern testified this morning, so far as Puerto 
Rico is concerned, and I am interested in the people there, and I feel 
they should have all the help we can give them. I suggested to Dr. 
Fernoés-Isern because of the peculiar situation of the Commonwealth 
of Puerto Rico, and the fact they do not contribute in Federal taxes 
to the United States, that that creates some situation there. 

I asked him whether or not he felt perhaps the Commonwealth might 
share in the costs and the furnishing of office and space to cut down 
some of the expense, which he will consider. 

What would the gentleman from New York think about that ar- 
rangement ? 

Mr. Mutter. I will tell you this on that problem, sir: 

Theodoro Moscosco, who is the head of the Economic Development 
Corporation of Puerto Rico, and the Governor, Munoz-Marin, both 
told me the commitments would stand. They would supply the space, 
the Puerto Rican Government would supply the space, that they had 
made the offer to the Small Business Administration, and that the offer 
will continue and remain in effect if they decide to establish an office 
there, so there will be no rent charge, they will supply the furniture 
to furnish the office. All they ask is that the Small Business Admin- 
istration make the personnel available. 

I believe that the maximum that would cost probably the first year 
would be about $25,000. That kind of an investment in Puerto Rico, 
all of us along the Atlantic coast would say is a good investment, 
because as we increase employment and business in Puerto Rico we 
take the pressure off our own Atlantic Seaboard States and have that 
many fewer people coming in and taking jobs from our people along 
the Atlantic coast. 

I think that is a good investment to help them improve the situation 
there. 

Hawaii is in a better position but at the same time they, too, need 
the help. The small-business man is entitled to the same help as we 
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give our small-business man here, and there, too, I think we can get 
the cooperation of the local government as to rent and office furniture 
and so forth. 

In that connection, when it came to opening up a branch office in 
Florida the entire committee unanimously recommended that the 
branch office be in the industrial area of the State, somewhere around 
Orlando or Jacksonville. Every member except the member repre- 
senting Miami urged that it go to either Orlando or Jacksonville. It 
went to Miami. 

We were told by the administration the reason they put it there 
was they then would be able to service Puerto Rico. The fact of the 
matter is that it has not been able to service Puerto Rico. The people 
out there can just as easily go to Atlanta, Ga., as to go into Miami. It 
just hasn’t done the job. 

The fact of the matter is that in this last release of the Small Business 
Administration where they talk about this 253 loans from March 1 
to 15, there was only 1 loan made in Florida, and that was in Lakeland, 
not out of the Miami office. Only this last week we conducted hearings 
in Miami and we find there is no need for the branch office there. I 
think you should say something in your report that they ought not to 
maintain an office where they don’t need it. 

The office can serve the whole community if it is located in another 
place. ‘There is no reason for its being continued in Miami where it 
doesn’t serve the area. 

As against the 1 loan made in Lakeland, Fla., for the same re- 
gion there were 12 loans made in Georgia where the regional office is 
located, so you can see how the easy access to an office helps the local 
businessman. 

I appreciate the time you have given me. 

Mr. Preston. Congressman Multer, we thank you for giving us 
your views. We know you have devoted many of your energies and 
efforts since you have been here to help the small-business man. 

Mr. Mutter. Thank you for letting me come. 


SMALL BustIngess ADMINISTRATION 
WITNESS 


HON. WILLIAM S. HILL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF COLORADO 


Mr. Preston. The next witness we will hear is Congressman Wil- 
liam S. Hill, of Colorado. 

We are delighted to have you this morning. We will be very glad 
to have your views on the subject of the Small Business Adminis- 
tration. 

Mr. Hiri. I am happy to appear before this committee to say a 
word in support not only of the program but for the finances or the 
appropriation. That was the idea, or shall I say the influence, behind 
my determination to say a word for the continuation of the appro- 
priation for the Small Business Committee, so I am here before the 
Appropriations Committee to support this important part of the 
appropriation. 
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Mr. Chairman, I appreciate very much this opportunity to appear 
before you to urge your favorable consideration of the budget request 
of the Small Business Administration for the fiscal year 1957. 

It is extremely important to the many thousands of small firms in 
our country that the SBA be given ample funds to develope its finan- 
cial, procurement, managerial, and technical assistance programs. 

During the past 15 years Congress has expressed its intent to pro- 
vide assistance for small business when needed both in statements of 
policy and in many acts of Congress. 

The Congress has always been vigilant in its efforts to maintain a 
broad competitive base by encouraging small business enterprise. 

Hearings over the years before the various committees of Congress 
have developed evidence that the trend toward economic concentration 
continues and that small firms are ofttimes at a disadvantage, as 
compared to larger businesses, in their dealings with the Government. 
It has also been found that their managerial and technical knowledge 
is frequently limited by the size of their operations and their resources. 

And finally, private financial institutions are unable, 1o matter 
how willing they may be, to meet the demand for the necessary credit 
with which to maintain or improve the position of many worthwhile 
small-business concerns. 

Three times during the past 15 years the Congress has enacted leg- 
islation to establish small-business agencies. 

Two of these agencies were established—the Smaller War Plants 
Corporation and the Small Defense Plants Administration—during 
periods of hostilities in order to prevent the complete elimination of 
small manufacturing firms from our defense effort and to make sure 
that small distributors received a fair share of consumers’ goods. 

The third small-business agency, the Small Business Administra- 
tion, was established not only to provide financial and other types of 
assistance to strengthen the small business segment of our economy 
in peacetime, but, and this is important, to make certain that small 
business will continue to paly a part in our national defense and to be 
ready to serve if any emergency should occur. 

We must not be faced again with a hurried and inefficient method 
of mobilizing small business in the event of an emergency. 

Mr. Chairman, the problems of small business and the measures de- 
signed by Congress to solve these problems are nonpartisan and non- 
political, and should receive support from both sides of the aisle. 

No one should ignore the importance of, or the facts concerning, 
small business in our economy. 

Nor can we ignore the necessity for a continuing effort to foster 
the strength and initiative of the small-business men in our country. 

This is not an emotional appeal. The hard, cold facts developed by 
investigations of congressional committees give more than ample proof 
that, lacking assistance from the Federal Government, many small 
firms will be either eliminated or taken over by their large competitors. 

Referring specifically to the Small Business Administration, I be- 
lieve that the volume of requests for assistance during the past couple 
of years has demonstrated the demand which exists for its services. 

The Congress has authorized this agency to develop certain pro- 
grams. 
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It has always been my feeling that these programs will not attain 
their proper scope unless sufficient funds are appropriated. 

I believe that in particular the procurement programs have barely 
gotten off the ground. 

Despite the good work accomplished in the field of Government 
procurement to date, the potential is much greater. 

This means that the SBA needs more procurement specialists to 
screen military and civilian purchases in order that small firms may 
have the opportunity to compete. : 

It also means that additional personnel is needed particularly to 
handle the business and disaster loan applications. 

Mr. Chairman, I believe that the record of SBA is a good one. 

I think it has done a good job within its personnel limitations. 

SBA has done a grand job in the several disasters which have hit 
many parts of our country during the past year. 

It has done the disaster job with too few persons on its staff, and 
had it not been possible to get wonderful cooperation from the local 
banks which supplied personnel at their own expense it might have 
been a different story. 

I am firmly convinced that unless sufficient funds for the SBA op- 
eration are granted it will be extremely detrimental to small business 
throughout the country. 

It is one of the best investments we can make. Every segment of 
the economy will be the beneficiary. 

I am not prepared to discuss the individual budget requests. I have 
only come here to respectfully urge that the full budget request be 
made in order that the greatest possible service may be provided’ by 
the Small Business Administration. 

The budget request for 1957 is $7 million for salaries and expenses. 
I think that is against $5 million for the past year. 

There are many, many reasons why it should be increased, and we 
think we can base our statement that they need this extra money 
because of the increase in the workload. 

Mr. Mirzer. Are you now speaking of money that is already re- 
quested ? 

Mr. Hix. In the budget, yes. 

Mr. Mitier. You are in support of the sum requested which is 
now before us? 

Mr. Hizu. Exactly. Thank you. 

I just want to mention quickly what they have done. I know there 
is criticism because we have two classes of people in these United 
States, and they are very vociferous—one is that the Government 
shouldn’t help anybody, and maybe they shouldn’t. That is not my 
position. 

The other is that they should do everything for everybody, and 
that is not my position. My position is that there are times when 
you should help, and there are times, and I think we are in an era 
when moderation should be the base of our domestic financial assist- 
ance. We trust we are heading into a peaceful era wherein all na- 
tions can live together in peace. 

What has Small Business done? Here are the figures. They have 
approved 2,533 loans for a value of $125,740,000 as of February 29, 
1956. 
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They approved for disaster loans 3,699, these folks in these areas 
I mentioned, to the tune of $42,831,000. 

Then in addition to that there are four things they have done on 
procurement and technical assistance. I will not mention those. They 
have done a fine job on procurement and technical assistance, because 
small-business men cannot come to Washington or provide the force 
necessary to find their way around this complicated system, shall I 
say at this Capitol where we work, and put his finger on the right 
man to give him proper information to bid on a Government contract. 

We eliminate all small-business firms from obtaining these contracts 
unless we continue the SBA organization. 

On proc urement assistance e they have set aside joint determinations 
for s sines: ‘agreed to by military—as of March 
25, 1956. 

2. Certificate of competency: 137 for $15,173,409 as of December 
31, 1955. 

3. Prime contract referrals: Over 200,000 notifications of prime 
contract opportunities to small concerns—past 18 months. 

4. Subcontracting opportunities: 1,432 contacts with prime con- 
tractors and 1,702 referrals of subcontract opportunities for small 
business—last 6 months. 

Production and management assistance in the following categories: 

1. Obtaining materials and equipment. 

2. Tax amortization certificates. 

3. Technical advice on production problems. 

4. Products assistance—developing new and improving old, obtain- 
ing research data. 

Publication of management, technical, and small marketers aids, 
and management booklets. 

6. Cosponsoring administrative management courses in colleges and 
universities. 

Facilities inventory of small business for the national defense. 

SBA budget request for fiscal 1957 is as follows: 

1. Seven million dollars for salaries and expenses. 

This will permit new personnel amounting to 77 man-years. Among 
other things, it will permit 19 new finance ial specialists and 8 region: il 
attorneys. 

2. Fifty million dollars to be added to the revolving fund for 
purposes of making business and disaster loans. 

When I was home I met one of the small-business men in my own 
county, and I said, “How are you getting along?” 

He threw up his hands and said, “Bill, I could never thank you 
enough.” I wondered what I had done. 

“You told me to keep in touch with the men who handle the SBA. 
I have, and we are doing all the work we can possibly do. 

“Our small business is doing all the work our shop can turn out 
with our present facilities.” 

Mr. Preston. That is wonderful. 

Mr. Hitz. That is a typical example. 

Mr. Preston. Mr. Hill, I would like to say that I think every Mem- 
ber of Congress is aware of the great interest you have in the small- 
business people of this country. I have heard you on the floor. I 
know personally, as other members of the committee do, of your in- 
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terest on the subject. It is helpful to us to have members such as you 
come in and verify the results that the SBA is obtaining in your 
areas. We are glad indeed to have you testify before us tod: ay. 

Mr. Hux. Thank you for hearing me, ge ntlemen. 

Mr. Preston. Thank you, Mr. Hill. We are glad to have your 
views. 

Mr. Hinx. If you need any further information on why this appro- 
priation should remain at the suggested figure I should be happy to 
give you further details of the wor rk and program of the SBA. 


Crviz. AERONAUTICS ADMINISTRATION 
WITNESSES 


HON. CARL T. DURHAM, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NORTH CAROLINA 

HON. CHARLES B. DEANE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NORTH CAROLINA 


IMPROVEMENTS TO AIRPORTS AT GREENSBORO AND RALEIGH IN NORTH 
CAROLINA 


Mr. Presren. The next witnesses to testify this morning will be 
the Honorable Carl Durham, our distinguished colleague from North 
Carolina, and the Honorable Charles Deane. We are glad to have 
both of you, gentlemen. 
Mr. Durnam. Mr. Chairman, I think T will preface my statement 
by saying this: 
I have never appeared before the Appropriations Committee before 


since I have been in Congress asking for any appropriation. 

I am glad to appear before you today in the interest of improve- 
ments to the two airports located in my congressional district, one be- 
ing at Greensboro—the Greensboro-High Point Airport—and_ the 
other at Raleigh-Durham, two of the largest facilities we have for 
air service in the State of North Carolina. These airports serve thou- 
sands of people in air transportation. 

Last year it was necessary to lengthen the runway at Greensboro and 
to build taxi strips and other improvements, all of which have been 
completed. In this project, the airport had to acquire aviation ease- 
ment or property for the installation of a new lighting system. All 
these commitments were fulfilled by the local airport authority at 
Greensboro-High Point. 

The ceiling has been raised at Greensboro, and landings that for- 
merly could be made with a very low ceiling rating now pass over the 
airport, at great inconvenience to the traveling public. A new lead-in 
lighting system to replace the former neon system is urgently needed 
at this location, and T certainly urge the committee to provide the 
necessary funds so that conditions may be restored to the point they 
were before the runways were lengthened. 

Over at Raleigh-Durham Airport about the same situation exists, 
due to the lengthening of the runways some 1,000 feet. Some of the 
approach lights previously in existence had to be removed because 
of this extension and the CAA removed the entire system. Due to 
the fact that the approach light system has not been replaced, a large 
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number of commercial air flights have had to bypass Raleigh-Durham 
Airport recently. Having traveled in and out of this airport almost 
weekly now since it was first activated, I am thoroughly familiar with 
conditions and the inconvenience to the traveling public caused by the 
lack of a new lighting system. Six such commercial flights bypassed 
the airport in February 1955, whereas in February 1956, with the 
lights gone, 61 such flights bypassed the airport, a difference of over 
900 percent. 

I urge your committee to provide enough funds to restore prior 
service in the approach-light system both for safety measures and also 
for the convenience of the tr: aveling public at both these airports. 

I thank you very much for your kindness in letting me appear be- 
fore you this morning about this matter, in which the people of my 
district and my State are so vitally interested. 

Mr. Presron. Let me see if we understand your problem now. You 
are speaking about 2 airports in the 1 statement. Is that correct / 

Mr. Durnam. That is correct. 

Mr. Preston. The lights were removed from both airports? 

Mr. Durnam. Because of the fact we had to lengthen the runways 
due to these larger planes. 

Mr. Presron. And the program included lengthening the runway 
but not replacement of the lights / 

Mr. Duruam. That is right. 

Mr. Preston. Are the local communities in a position to match the 
funds to replace the lights? 

Mr. Dunnam. We have matched every dollar we have ever received 
from the Federal Government since 1940. 

Mr. Preston. When did you get the money to extend the runways 
at these airports? 

Mr. DurHam. Last year. It was in the funds in the 1955 budget, 
I believe, along with the matching funds in the local community. 

Mr. Preston. Did you have funds included in the allocations which 
were announced about 2 months ago for the remaining portion of 
19567 

Mr. Durnam. That is correct. 

Mr. Presron. What were they for? 

Mr. Durnam. That is also for lengthening the runways and im 
provements in the airport. 

Mr. Preston. Do you have an application pending at both airports 
for the approach lights? 

Mr. Durwam. Both have been pending since they were removed. 

Mr. Preston. Has CAA given you any indication as to oe 
they will be included in the release which is to come out about M: ay 1h 
for the first part of fiscal 1957? 

Mr. DurHam. No, I have had no such commitment. I don’t think 
Mr. Deane has, either. 

As I recall, the problem is one of trying to get the new lighting 
systems, this type of beam affair, which is now the most improved type. 
This equipment is in short supply at the present time, but we face an 
emergency at both airports. 

Mr. Deane. I would like to say that these airports are located withi: 
the district of our colle: ague, Carl Durham, but these are ke Vv airports 
in North Carolina and the ecaiean 
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As Congressman Durham indicated, we are having to bypass because 
of the lack of lights. 

I checked this with the Air Force officials. I serve on the Appro- 
priations Committee involving the Department of the Air Force, and 
they have had to detour some of their operations because they could 
not land safely at night. 

In answer to your question as to whether or not funds would be avail- 
able, I quote from a letter sent to me by the manager of the Raleigh- 
Durham Airport of recent date: 

Since the entire project was being handled under the Federal-aid airport pro- 
gram, and since CAA had never advised us to the contrary, we assumed that the 
approach lights which had been removed to allow for the runway extension 
would simply be added to the end of the old system, thus restoring the approach- 
light system to its original status. 

Subsequently, much to our surprise, we learned that CAA was not planning 
to relocate the approach lights which had been removed, but instead CAA was 
planning to dismantle the entire system. Reason: Lack of funds. 

That is the basis upon which I share with Congressman Durham 
our request that you study this. There may be information which 
we have not been given by CAA, and there may be other airports in 
the country similarly situated, but it would seem if they are going to 
lengthen runways and go to that expense they will not be able to use 
them satisfactorily unless there are sufficient lights. 

What I would say for this airport I certainly would substantiate 
for any other part of the country. 

Mr. Horan. It seems funny they would give them money to extend 
the runway—— 

Mr. Mitier. And then put them out of business. 


Mr. Preston. Thank you, Congressman Durham and Congressman 
Deane. You have brought to our attention a situation which needs 
urgent attention, and the committee will be glad to consider this matter 
in an effort to bring about some satisfactory solution to the problem. 


Wepnespay, Aprit 11, 1956. 
PaTENT OFFICE 
WITNESS 


W. H. KENYON, JR., REPRESENTATIVE OF THE NEW YORK PATENT 
LAW ASSOCIATION 


Mr. Preston. The next witness appearing before the committee is 
Mr. W. H. Kenyon, Jr., who represents the New York Patent Law 
Association. 

We are glad to have you with us, Mr. Kenyon. We will hear you 
at this time. 

Mr. Kenyon. I represent the New York Patent Law Association, 
of which I am first vice president and chairman of its committee on 
patent law and practice. Our association comprises some 800 mem- 
bers who practice patent law and who stand, as it were, between the 
inventors and the Patent Office. 

We wholeheartedly endorse and support the budget proposal of 
$17.1 million for the Patent Office. This amount is approximately 
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20 percent in excess of last year’s appropriation, which was $14 mil- 
lion, as 1 remember. It is well justified by the facts and the needs 
of the Patent Office as seen by the membership of our association. 

We are in effect the practitioners who deal directly with the Patent 
Office. Our daily bread is earned in the preparing and filing of patent 
applications, in correspondence with the Patent Office regarding them 
and visits to the Patent Office on business of our clients, and in the 
argument of appeals before its tribunals and boards. We are in an 
excellent position to see the unfortunate effects of the growth of 
business beyond the abilities of that Office to discharge them. 

A great deal has happened in the world of science and invention 
in this country since the end of World War II. We are in an age 
of dynamic expansion. The Patent Office has not, until this appro- 
priation has been suggested, been enabled to keep pace with the needs. 
We believe that every patent law association in the country—and 
there are some 30 besides my own—is in wholehearted accord with 
the position which I state today. They are, for the most part, writing 
letters to this committee endorsing the budget proposal. 

My association has taken the liberty of asking to come and take a 
moment of the committee’s time to express its support because we 
have, over the last several years, actively endeavored to bring to 
public attention the growing needs of the Patent Offiee and the grow- 
ing deficit between its business and its ability to discharge that 
business. 

The manifest disadvantages to the public of delay in the issuance 
of patents take the form of delaying the beginning of the period of 
exploitation, delaying the beginning of income to the inventor from 
royalties, and delaying, also, the expiration of the patents which, in 
the public interest, should be at as early a date after the invention is 
made as is sufficient to accomplish the purpose of the patent laws. 

We therefore support the budget proposal and urge that Congress 
enact it. 

Mr. Preston. Thank you, Mr. Kenyon. We are aware of the seri- 
ousness of the situation. You know, of course, this committee took 
the initiative last year to do something about it. The Department 
requested $12 million and we, so to speak, took the bull by the horns 
and put $2 million additional on the appropriation for the purpose 
of trying to get rid of the backlog. 

We are in close touch with the situation. 

We know what their recruiting has been and it looks favorable, and 
it is our desire to help them get rid of this backlog. 

We know you lawyers have a problem. If you cannot get a patent 
in less than 4 years, you are delayed in collecting your fees and the 
patentor is inconvenienced. So we know that what you say is true. 

We appreciate the fact your association has authorized you to come 
down and give the committee the benefit of its views. 

Mr. Kenyon. Thank you. And I think I might say, as I rise, that 
our association is very well aware of the leading job that has been done 
by this committee in the last 2 years, and particularly in the last 
year. 

Mr. Presvon. Thank you, Mr. Kenyon. 





Wepnespay, Aprin 11, 1956. 
PATENT OFFICE 
WITNESS 


WILLIAM R. BALLARD, ADVISER TO THE COMMITTEE ON PATENTS, 
NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Preston. The next witness is Mr. William R. Ballard, who 
represents the National Association of Manufacturers. 

We will be glad to hear from you at this time, Mr. Ballard. 

Mr. Baniarp. Mr. Chairman and members of the committee, my 
name is William R. Ballard, adviser to the committee on patents of 
the National Association of Manufacturers, and I am speaking today 
for that association. As you may know, the NAM is a voluntary or- 
ganization of more than 20,000 manufacturers, 83 percent of whose 
members have less than 500 employees each. We represent a cross- 
section of American industry, including in our membership manufac- 
turing companies of all sizes. 

The Commissioner of Patents may already have explained to this 
committee that the budget figure of $17 million for the Patent Office is 
« part of the first year’s program in an 8-year plan for restoring the 
Patent Office and bringing its work reasonably up to date. It is the 
result of a thorough study by the Office and is proposed as the best 
compromise between economy and speed. 

The controlling factor in any such plan is the fact that it takes sev- 
eral years to bring a newly appointed examiner up to the degree of 
efficiency required “for a first class discharge of his duties. W hile it is 
of the utmost importance to the public that this job be done speedily, 
it is obviously impossible to do it in, say, only 1 or 2 years. In the 
nature of the case, it requires a long-term program consistently fol- 
lowed through. 

Such being the problem, what I wish to do today is to remind the 
committee that the party in interest here is the American people at 
large. It is for them that our whole patent system, including the 
Patent Office, has been set up. It is not for the benefit of inventors as 
such, or any other group. 

The philosophy of our constitutional provision (art. 1, see 8) and of 
the patent laws, is that it is important to the public to have improve- 
ments made in the things we use in our daily lives and in our w ays of 
doing things, what the Constitution refers to as the “useful arts”; and 
that the way to get this done is to reward those able and willing to make 
the improvements. Patents issued to inventors are, then, nothing more 
than the paychecks for doing jobs which the public (through the patent 
laws) has invited them to do, namely, to devise and disclose improve- 
ments in the “useful arts” which shall be free to everyone when the 
patent term expires. Those receiving patents are no more “special 
beneficiaries” of the patent program than Government employees are 
“special beneficiaries” of other laws merely because they receive pay- 
checks for their services. 

For upward of 160 years the public has been receiving the benefits of 
the patent system in an ever-rising standard of living. As the National 
Patent Planning Commission said in 1943: “The American (patent) 





965 
system is the best in the world, * * *” and it** * * 
all that the framers of the Constitution intended * * 

The danger now is that the public will lose this benefit because of a 
breakdown in the mechanism for carrying the plan out. The Patent 
Office is the indispensable machine for receiving, for the public, the 
invention disclosures offered and for issuing the stipulated reward for 
the service rendered. If it gets too far behind in its work, or if patents 
issued are too often found to be worthless, the inducement to invent 
and disclose improvements in our standard of living, vanishes. In- 
ventors will give up inventing or will keep their inventions secret. The 
loss is a public loss. 

As far as out-of-pocket dollars are concerned the Government will 
profit, not lose, by giving the Patent Office all it takes to do its job as 
well as is humanly possible ; because the taxes on profits received from 
new business based on patents, and old businesses expanded by reason 
of new inventions, will far exceed the small sum needed for an efficient 
Patent Office. 

It is for these reasons that we urge this committee to approve all that 
the budget allots for the Patent Office. 

I would like, in addition to this, to commend this committee for 
what it did last year. We were really in a crisis last year and we 
are very grateful for what you did. 

Mr. Preston. Thank you. We realize the situation and it is our 
purpose to help straighten it out. 

We thank you very much for again coming before the committee 
and giving us the views of the National Association of Manufacturers. 

Mr. Batiarp. That is very kind of you, and thank you very much. 


has accomplished 
#0 


WeEpDNEsDAY, Aprin 11, 1956. 
Censts BcREAU 
WITNESS 


EARL E. HAGERMAN, REPRESENTATIVE OF THE AMERICAN 
MUNICIPAL ASSOCIATION AND OTHERS 


CENSUS OF GOVERNMENTS 


Mr. Preston. The next witness we will hear is Mr. Earl H. Hager- 
man, representing the American Municipal Association and other or- 
ganizations associated therewith. 

We will be glad to hear from you at this time, Mr. Hagerman. 

Mr. Hagerman. Mr. Chairman and members of the committee, I am 
representing the American Municipal Association, the Council of State 
(sovernments, the Municipal Finance Officers’ Association, the Na- 
tional Association of Assessing Officers, the National Association of 
County Officials, the National Associ ation of Tax Administrators, and 
the United States Conference of Mayors. 

The several organizations of public officials subscribing to this 
statement urge Congress to make provision for a census of govern 
ments to be conduc ted i in 1957. 
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Accurate, up-to-date information on the finances and operations of 
the States car numerous local governments is essential to formulate 
sound financial programs. Congress’ interest in this area is no less 
important because through various grant-in-aid programs the Federal 
Government participates in financing of many governmental functions, 
even though operating responsibilities are discharged locally. 

No census of governments has been taken since 1942. Since that 
time there have been significant changes in the population and its 
composition, particularly in the number of school-age children and 
aged persons, in the number, organization and functions of local gov- 
ernments of various types, in the pattern of community development, 
in requirements for schools, highways, and hospitals, and in the pro- 
tective and sanitary functions, all of which affect, in a substantial way, 
the obligations and responsibilities of State and local government. 
These are some of the areas, among others, where up-to-date informa- 
tion is urgently required. 

Statistics of government within States and larger cities are com- 
piled currently with dispatch and accuracy by the Governments Divi- 
sion of the Census Bureau, but detailed information on a most impor- 
tant segment of State and local operations can be supplied only by a 
periodic census of governments. 

The need for this census has been emphasized strongly by many 
who have had occasion to attempt an appraisal of trends and develop- 
ments in the whole field of Government operations. This need has been 
pointed up and a census of governments recommended in the report 
of the intensive review committee on the appraisal of census programs, 
a committee composed primarily of representatives of commerce and 
industry; by the Presidential Commission on Intergovernmental 
Relations, which has just concluded a thoroughgoing study of fiscal 
and functional interrelationships in the United States; and by the 
Joint Committee of Congress on the Economic Report, which is con- 
tinually studying the fiscal and economic policies of the States and 
localities, as well as the Federal Government. 

The several associations subscribing to this statement add their 
recommendation to those already expressed so emphatically. 

Formal resolutions adopted by these associations and officially 
recommending that the Congress provide for the 1957 census of 
governments are appended. 

Without taking the time of the committee to read them, I would 
like to present these resolutions that have been passed by these 
national organizations. 

Mr. Preston. We will be glad to make them a part of the record 
at this point. 

(The matter above referred to is as follows:) 


RESOLUTION 10. NATIONAL MUNICIPAL POLICY ON THE CENSUS OF GOVERNMENTS 


Passed unanimously by the 32d Annual American Municipal Congress, Miami, 
November 30, 1955 


Whereas a census of governments is required by chapter 13 of the United 
States Code to be taken for the year 1957; and 

Whereas the Bureau of the Census is making preliminary plans to conduct 
a 1957 census of governments which would provide reports of public employ- 
ment, governmental finances, and tax evaluation, as directed by law; and 
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Whereas the census of governments legally authorized for the year 1952 was 
not conducted because the Congress did not appropriate the sum of approximately 
$2 million recommended for that purpose in the Federal budget; and 

Whereas a census of governments would supply information of inestimable 
value to mayors and other public officials and to organizations and individuals 
having an interest in State and local governments: Now, therefore, be it 

Resolved, That the American Municipal Association, at its 32d annual con- 
ference, urges the Bureau of the Census to continue its plans to condust a 1957 
census of governments and urges the Director of the Budget to recommend 
and the Congress to provide sufficient funds; be it therefore 

Resolved, That a copy of this resolution be presented to the Director of the 
Census, the Director of the Budget, and to the chairman and appropriate members 
of the committees of the House of Representatives and the United States Senate. 

I hereby certify that the above is a true and exact copy. 

RoBpert F. WAGNER, 
Mayor, President of American Municipal Association. 


MUNICIPAL FINANCE OFFICERS ASSOCIATION OF THE UNITED STATES AND CANADA 
RESOLUTION 


Whereas the United States Bureau of the Census is now considering how to 
most effectively conduct the 1957 census of governments; and 

Whereas the members of this association regard a census of governments to 
be of great value and believe such census should cover the widest possible scope 
because the results are immensely useful to finance officers and other public 
officials in administrative and policymaking positions at all governmental levels 
in the United States and Canada; and 

Whereas while present Federal legislation provides for a 1957 census of govern- 
ments, it is equally important that the Congress appropriate and make available 
to the Census Bureau sufficient moneys to effectively implement this large and 
very important source of information to all public officials: therefore, be it 


Resolved, That the members of the Municipal Finance Officers Association of 
the United States and Canada, assembled at its 49th annual conference in New 
Orleans, La., hereby respectfully request that the appropriate committees and 
subcommittees of the United States Congress recommend and urge that suflicient 
moneys be provided for the purposes herein described. 

It is hereby certified that the foregoing is a true and correct copy of a resolu- 
tion adopted May 4, 1955. 


JosEPH F. CLARK, 
Secretary-Exvecutive Director. 


NATIONAL ASSOCIATION OF ASSESSING OFFICERS, CHICAGO, ILL. 
RESOLUTION 


Whereas plans are now being made for a nationwide census of governments 
to prepare statistics for the year 1957, as authorized by law, concerning public 
expenditures, debt, employment, taxes and tax valuations, and 

Whereas such information will be of great value to local and State govern- 
ments and to public officials concerned with the financing of public services and 
with the administration of taxes, and 

Whereas the cooperation of taxing and assessing agencies will contribute to 
the efficient conduct of the 1957 census of governments: Now therefore be it 

Resolved, That the National Association of Assessing Officers at its 21st annual 
meeting in New York City, express its interest in and support for the forthcom- 
ing census of governments and encourage its members to cooperate with the 
sureau of the Census in this important undertaking. 
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RESOLUTION UNANIMOUSLY ADOPTED AT THE 23p ANNUAL MEETING OF THE Na- 
TIONAL ASSOCIATION OF TAX ADMINISTRATORS, EDGEWATER GULF HOTEL, EDGE- 
WATER PARK, Miss., Juty 20, 1955 


Whereas chapter 13 of the United States Code provides that there be taken for 
the year 1957 a census of governments to cover taxes and tax valuations and 
financial and employment statistics for State and local governments in the United 
States ; and 

Whereas no such census has been couducted since the year 1942; and 

Whereas accurate, up-to-date information on the financial operations and re- 
sources of State and local governments throughout the Nation is of utmost impor- 
tance to the effective formulation of State revenue programs and policies and 
the proper organization and coordination of the tax structure: Now, therefore, 
be it 

Resolved, That the National Association of Tax Administrators urge the United 
States Bureau of the Census, the United States Bureau of the Budget, and the 
Congress, to plan, provide funds for, and carry out a comprehensive census of 
State and local governments for the year 1957 that will cover all aspects of the 
financing of these governments, including measurement of the market value of 
taxable real property in the several States through analysis of ratios of assessed 
value of property to sales prices. 

A true copy. 

CHARLES HANLON. 


Mr. Hacerman. Knowing I was to come down to present the state- 
ment to you, I made some contacts with men in the bond field who 
handle millions of dollars of bonds for schools, counties, municipal, 
and other local governments and sought to find out what interest they 
had in this subjec t, and I should like to present to you two brief letters 
which I just received from these gentlemen. The first one is ioe 
Cushman McGee, who is with R. W. Pressbridge Co., of New York, 
and who handles millions of dollars of local government bonds. He 
says: 


Your letter of March 30 is welcome and I am glad to know that you will appear 
before the House Appropriations Committee on Wednesday, April 11, to support 
an appropriation for the proposed census of governments to be made next year. 

The chairman of the municipal securities committee of the Investment Bankers 
Association, William Adams, of Detroit, has recorded his support for the appro- 
priation in a communication to the Bureau of the Census. 

I have mentioned the subject to the Daily Bond Buyer today, suggesting that 
they have their Washington reporter write an article concerning the subject so as 
to provoke a more general knowledge of the subject in our trade. 

The information given me as to the subject to be covered by the census, causes 
me to hope that the appropriation will be made, and if it is of any value to you, 
you may use my name, of course. Presently | am chairman of the municipal 
securities committee, New York group, of the IBA. I'll see if I can stir up some 
activity elsewhere in town on the subject. 


Also, I would like to read a brief letter from Mr. D. K. Pfeffer, who 
is head of the bond department of the First National City Bank of 
New York. I have known Mr. Pfeffer for some 20 years now and I 
consider him one of the outstanding individuals in the field of local 
government and school bonds. He writes: 


I regret that my absence from the city has delayed my reply to your letter 
of March 30, in which you expressed your intention to testify in support of an 
appropriation to cover the cost of a 1957 census of governmental finances in 
the United States. 

I would heartily support you in your position favoring this appropriation. We, 
who make a business of granting credits to State and local governments are 
unhappily aware of the relative paucity of statistical material of broad scope in 
this field. The wide differences in reporting procedures among the several States 
and their political subdivisions, both in the form and in the scope of such reports, 
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make it very difficult to arrive at reliable general conclusions against which we 
can measure the performance of any given borrower. 

The 1942 report on governmental finances of course is hopelessly out of date. 
We need a current review of expenditure purposes, revenue sources and debt 
service requirements, and we need it so urgently that the work should be under- 
taken at the earliest possible date. 

I trust that you will be successfully in your advocacy of this project 

I might say, for the benefit of the committee, that I have been au 
ditor for the c ity of Dayton since 1920, which is more years than I like 
to admit to, and I have been in the finance department now for almost 
41 years and, for a good many years I used those reports presented by 
the Bureau of the Census and have them in my library. We have 
missed them since 1942 and I think a resumption of this work will 
result in some economies to the local governments; because if you can 
compare what your city is doing with another city of your size, you 
might well be able to find you are either spending more money than 
you should, or are spending less money than you should, and maybe 
the other fellow needs a little correcting and maybe you need a little 
correcting. And I think the outcome of those reports will save a very 
great deal of money by the cities throughout the country. I know 7 
need not. tell you that financing municipals throughout the Nation 
has become a very serious problem i in the last 10 years particularly. 

I will be glad to answer any questions members of the committee 
might have. 

Mr. Presron. Thank you, Mr. Hagerman. We appreciate your 

giving us the views of these or ganizations you represent. 

Mr. Hacerman. Thank you. I might say that Mr. Keith L. Seeg- 
miller, executive secretary of the National Association of County 


Officials, is present with me, should you desire to ask him any ques- 
tions. 

Mr. Preston. Mr. Seegmiller, we are glad to have you with us. I 
believe we understand the request and we know it is a matter that 
deserves our very careful consideration. We appreciate your coming 
here today. 

Mr. Seremitter. Thank you. 


Census Bureau 
WepnNeEsDAy, Aprin 11, 1956. 


WITNESSES 


NATHANIEL H. ROGG, CHIEF ECONOMIST, NATIONAL ASSOCIATION 
OF HOME BUILDERS 

ANDREW P. MURPHY, ASSISTANT LEGISLATIVE DIRECTOR, NA- 
TIONAL ASSOCIATION OF HOME BUILDERS 


NATIONAL HOUSING INVENTORY 


Mr. Preston. The next witness is Mr. Nathaniel H. Rogg, chief 
economist of the National Association of Home Builders. You are 
speaking to the committee in the place of Mr. Joseph B. McGrath? 

Mr. Roce. That is right. 

Mr. Preston. We will be glad to hear from you at this time. 
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Mr. Roce. We are here today representing the National Associa- 
tion of Home Builders, whose 37,000 members build most of America’s 
housing. We appreciate the opportunity to present our views in 
support of the Census Bureau budget request for $1,800,000 to de- 
velop a National Housing Inventory. 

These are extremely critical times for the home building industry, 
one of the most important sectors of our Nation’s economy. Its more 
than $15 billion dollar construction volume makes it rank among the 
major industries of the Nation. 

At no time in recent history has it been more important that we have 
good solid information on what is happening to our Nation’s housing, 
what the condition of the housing supply is and how it is utilized. 
Yet, at this time, somewhat past the half-way mark in the decade, we 
know far less about the housing supply than we did in 1950. 

No adequate survey of the “housing conditions of the American 
people has been made since the Housing Census of 1950. Yet, the past 
6 years has, undoubtedly, witnessed more important changes in that 
supply than in any 10-year period in the past. Over 8 million new 
units have been added to the supply. Hundreds of thousands of 
units—possibly millions—have been removed through demolition ; 
we simply do not know the figures. Hundreds of thousands of inade- 
quate units may have been rehabilitated; many thousands have become 
dilapidated through neglect or deterior ation since 1950. We simply 
do not know. Thus, we lack the vital information so essential to 
sound action in the housing field. 

These data are simply not available anywhere, neither in the Gov- 
ernment agencies dealing with housing or statistics, such as the 
HHFA, FHA, V A, B LS, C ommerce, Labor, FRB, nor through pri- 

vate sources. 

Since the data are not available, all sorts of inappropriate and mis- 
leading analyses of the housing scene are now being made. 

Over half of last year’s new home building was directly subject to 
Government regulation through FHA and VA. In addition, basic 
monetary and credit-control policies of the Government affect the 
entire volume of housing through their impact on the availability of 
credit for home building. 

Last year credit actions were taken in the housing field, presumably 
on the basis of what little information was available. In our opinion, 
some of those actions were inappropriate. Yet, these actions were 
taken despite a lack of adequate knowledge of what actually had been 
happening to our housing supply. 

This year important legislation is under consideration by the Con- 
gress in the housing field. Here again, we lack the benchmarks and 
basic data essential to sound policymaking in a field so directly affected 
witha public interest. 

The Census Bureau proposal will not supply all the answers. But, 
it iscertainly a step in the right direction. 

We spend some $12 million yearly for better agricultural statistics ; 
only about one-twentieth of that sum is spent for getting good housing 
data. 

We would like to submit for the record an attachment consisting of 
a page from the Chase Manhattan Bank’s newsletter, Business in 
Brief, setting forth the reasons why better economic statistics are so 





essential for the economy and also showing current expenditures for 
various types of statistics. 

I believe, too, that the Joint Committee on the Economic Report 
last year reviewed this situation and recommended the development 
of statistical programs to obtain data like that involved in the current 
proposal. 

The data are necessary for sound public policymaking by the respon- 
sible Government agencies and the Congress. The associations rep- 
resenting private home building and related fields have reviewed the 
proposals, and, I know, are in hearty accord with the need for them. 

I might add that the Chamber of Commerce’s committee on con- 
struction and construction statistics and the chamber have held a 
number of meetings with various trade associations in the field. I 
am a member of the committee, and the committee has unanimously 
supported the Census Bureau’s proposal. 

Mr. Preston. Thank you very much, Mr. Rogg. We appreciate 
having the views of your very well known and highly respected as- 
sociation. It will be a help to the committee to have this infor ‘mation. 

Mr. Roce. Thank you very much for the opportunity to present 
them. We appreciate it. 


Wepnespay, Aprib 11, 1956. 
Panama CanaL Company AND Cana Zonet GOVERNMENT 


WITNESS 


HOWARD E. MUNRO, LEGISLATIVE REPRESENTATIVE, CANAL ZONE 
CENTRAL LABOR UNION AND METAL TRADES COUNCIL 


Mr. Presvon. Our next witness will be Howard E. Munro, who will 
identify himself. We are glad to have you and will hear you at this 
time. 

Mr. Munro. Mr. Chairman and members of the committee, my 
name is Howard E. Munro. I am the legislative representative of 
the Canal Zone Central Labor Union and Metal Trades Council. I 
am an employee of the Panama Canal Company and have lived on 
the Canal Zone for 13 years. At present I am on leave without pay 
from the Panama Canal Company. 

The organizations which I represent are the central bodies of 23 
unions affiliated with the American Federation of Labor and Congress 
of Industrial Organizations. The membership of these unions are 
the United States citizens employed by the United States to operate. 
maintain, and protect the Panama Canal. 

Mr. George J. Richardson, secretary-treasurer of the Interna- 
tional Association of Firefighters, regrets he is unable to accompany 
me this afternoon as he was unavoidably detained in Ohio. By tele- 
phone communication this morning he asked me to convey to the 
committee his endorsement of the statements I am about to present. 


PANAMA RAILROAD 


On behalf of these employees I extend their gratitude and thanks 
for the manner in which the committee handled the problem of the 





proposed abandonment of the Panama Railroad when they considered 
last year’s appropriation bill. 

The Committee on Merchant Marine and Fisheries issued an interim 
report (H. Rept. 1878) on their findings after holding hearings both 
in Washington and on the Canal Zone. This report states in part, and 
I quote: 

It is the view of the subcommittee that the authority of the Panama Canal 
Company to abandon operation of the railroad, in light of the history of the legis- 
lation under which it operates, is at least questionable. 

After a brief summation of the conditions leading up to the present 
time the report states: 

The management of the railroad has made little or no effort to meet this prob- 
lem of developing business. 

The report continues by pointing out that a considerable amount 
of the testimony presented at the hearings was necessarily conflicting 
and that it would require the services of an expert to properly evaluate 
it. The report concluded with: 

It is the opinion of the subcommittee that the operation of the railroad should 
be continued pending an examination and report by qualified railroad experts. 
In addition to other matters, the subcommittee desires a report on the physical 
condition of the railroad, its traffic potential, an estimate of the probable overall 
cost of operation as compared with a highway, and, if its retention is recom- 
mended, a statement of the steps required to reduce the losses in operation 
presently being incurred. 

Until such report is made and the subcommittee has had opportunity to con- 
sider it, it is recommended that operation of the railroad be continued at present 
levels of service and equipment and that the Panama Canal Company consider 
the advisability of utilizing the railroad for a larger part of its own transpor- 
tation needs. 

It is my information that the committee on Merchant Marine and 
Fisheries is at present considering several qualified prospects to make 
the type of investigation they deem nec essary, and will m the near 
future make the appointment. 

At this time I call to your attention a request of authorization to 

purchase 8 new sedan coaches and 5 new buses for a total of $116,900. 
The justification found on page 650 of the budget of the United States 
for these new automobiles is— 
for trans-Isthmian transportation of employees whose duties require such trans- 
portation, in lieu of rail transportation if the railroad is abandoned. 
‘The employees feel that if these automobiles are purchased at this time 
they will be placed in service immediately, the effects of which will be 
to further decrease the railroad revenues and unjustly influence the 
decision to abandon. We, therefore, request that this authorization 
be withheld until the legislative committee reaches its final conclusions 
on the matter of the abandonment of the Panama Railroad. 

Under “Capital obligations of the Panama Canal Company” sub- 
heading “Transportation and utility services projects” will be found 
the following items: 


Replace motor vehicles pte eek een ; $234, 000 
Equipment, transportation, ; 120, 000 


I do not know the justification ae sais amounts, therefore, I sug- 
gest that the committee investigate these items and should any part: be 
contingent on the abandonment of the railroad, that the authorization 
for that part be withheld also. 
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CANAL ZONE GOVERNMENT CONSOLIDATION OF FIRE-FIGHTING FACILITIES 


There appears in the appropriations for fiscal year 1957 an impor- 
tant change in policy which we, as American citizens, feel should be 
called to your attention. On page 631 of the budget of the United 
States under Canal Zone Government a subheading “Program and 
performance” there appears the following: 

(d) Fire protection: At present, this provides for fire fighting and prevention 
in the civilian communities only of the Canal Zone. Beginning in fiscal year 
1957, however, it is proposed to consolidate, under the supervision of the Canal 
Zone Government, practically all fire-fighting facilities in the Canal Zone includ- 
ing military reservations. Facilities for aircraft crash fire fighting and for 
fighting fire abroad naval vessels and in ammunition depots will continue to be 
furnished by the other agencies concerned. 


On the same page under “Program and financing” there appears: 
? ? = 


(d) Fire protection 
1955 actual deena . o. ‘ $553, 150 
1956 estimate__ pez f eieildieinat . 586, 000 
1957 estimate____ ae ; poe ks : .. 923,500 
Reference is now made to page 643, Panama Canal Company, sched- 
tile B-3 fire protection : 


1955 actual | 1956 estimate | 1957 estimate 


Costs $553, 130 $586, 000 $923, 500 
Recoveries _. | 282 300 60, 400 
Net costs 552, 848 585, 700 319, 100 


Apparently about $604,000 of the recoveries estimated in 1957 will 
be reimbursement from the Department of Defense agencies on the 
Canal Zone for fire-fighting services supplied them by the Canal Zone 
Government. 

Before going any further we want the record to show clearly that we 
are not opposed to the proposed consolidation of fire fighting or any 
other activities if such consolidation will save any money while keep 
ing the standards of the activity satisfactory. However, we do a 
the principle of importing cheap labor, especially when done by our 
own Government. We have always felt that this issue was avttled 
vears ago when laws were enacted to prevent the importation of s 
c alled coolie iF ibor. 

In a letter dated March 8, 1956, from the Governor of the Canal 
Zone to the president of Local No. 13. International Association of 
Fire Fighters, he stated he was surprised at the statements made by in- 
dividual firemen that the plans call for the re placement of some 25 
American fire fighters with 146 Panamanian citizens. I know that 
you and many of vour colleagues have received letters from the Canal 
Zone containing this or similar statements. We wish to state that 
this was not done to mislead anyone, but was based on the information 
on hand at the time. 

We would like to briefly sum up the information that has been made 
er le tous. By letter of February 6, 1956, the Governor of the 

‘anal Zone states: 

Within the last few days I have received final concurrence of the Department 
of Defense in the consolidation plan and I am now in a position to furnish infor 
mation in which your organization is interested. 





974 


It is apparent from the statement that no agreement had been reached 
when the United States Budget was sent to Congress on January 16, 
1956. 

This letter also states that there would be a reduction from 21 to 14 
stations and a reduction from 33 to 18 of the existing manned fire 
engines, the total force to include 56 officers and employees based on 
United States rates and 146 firemen and other employees based on the 
locality rate. MKnowing that the Department of Defense agencies 
had 10 United States citizen civilians in their fire departments and 
the Canal Zone Government had 71, it is but a matter of arithmetic to 
subtract 56 from 81 to arrive at 25, the figure reached. 

Under date of March 8, 1956, the Governor of the Canal Zone wrote 
the following to the president of local No. 13, speaking of the Com- 
pany-Government employment and wage practices : 

They are the same general policies applicable to other occupational groups 
that may be affected by application of the established basic recruitment area 
principle which was clearly enunciated in connection with the ratification of 
the 1955 treaty with Panama. Briefly stated, this principle is to the following 
effect: Those categories for which employees must be recruited from the conti- 
nental United States, as those positions which must be filled by United States 
citizens in an event for reasons of security, will of course continue to be paid 
at the rates paid for comparable employment in the United States. Occupational 
categories filled by recruitment from the Panama area labor market will be paid 
at rates based on the local prevailing rates for comparable employment in the 
Panama area. 

We call to your attention that this reference is made to a single basic 

vage scale for United States and Panamanian citizens. This is a part 
of the memorandum of understandings which obligates the United 
States to seek legislation for accomplishment. This proposed legis- 
lation was not made available to the Senate Foreign Relations Com- 


mittee when they studied the treaty. It was not available when the 
Senate gave its consent to ratification. And it is not yet available. It 
is needless to call to your attention that treaties are approved only 
by the Senate, while legislation must be approved by both bodies of 
Congress. 

The Senate placed in their report (Ex. Rept. 11, 84th Cong., 1st 


sess.) on page 12 the following: 


The committee was particularly concerned whether American employees would 
be adversely affected by the single wage scale in view of the testimony of labor 
representatives before the committee. 


This was followed later by : 


The administration is now making a survey of all positions in the Canal Zone 
preparatory to adopting a single classification system. The committee attaches 
great importance to the necessity of keeping the interests of all United States 
citizens in mind during this survey and of avoiding any formula which would 
adversely affect them. 


It appears to us as if the Canal Zone Government, by asking you 
to approve this consolidation before the treaty legislation has been en- 
acted, is purely a case of jumping the gun and placing on your shoul- 
ders the blame should the entire Congress decide otherwise when they 
enact the legislation. 

Also in the March 8, 1956, letter the following appears: 

In the development of the fire-fighting consolidation plan which the Defense 


Department and the Canal Zone Government have agreed upon, an administra- 
tive determination was made that positions of fireman, in contract to the officer 
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positions, could be filled by recruitment from the isthmus, which would con- 
constitute the basic recruitment area, Such recruitment and the corresponding 
application of locality rates of pay for this category are more economical both 
in direct and indirect costs, and are otherwise more desirable as a matter of 
policy in the administration of this overseas facility, than the recruitment and 
maitnenance of personnel from the United States. We believe, and it has been 
officially recognized by the Civil Service Commission and elsewhere, that the 
conversion to the use of locality recruitment and locality rates of pay is clearly 
for such cause as will promote the efficiency of the service. 

With reference to the Civil Service Commission, I desire to point 
out that I showed this statement to Mr. John M. Macy, executive 
director of the Civil Service Commission. He informed me that 
the Commission has not taken a position regarding the Canal Zone 
because of the lack of certain information they were awaiting from 
the Department of Defense. Mr. Macy also indicated their willing- 
ness to discuss this matter with the committee, if the committee 
desires their views. 

We do not believe that this is a place for administrative decision 
to be made. We ask that you approve this proposed consolidation 
only with the understanding that United States rates of pay be paid 
so that United States citizens will be able to apply for all positions. 
Should the commitee feel that they have insufficient data on the sub- 
ject at this time to comply with our request, we ask that they reject 
the consolidation until the legislative committee of Congress can 
study this problem and report ‘out, with their recommendations, the 
legislation to supplement the treaty. We believe that if you approve 
this consolidation with the policy ‘of paying locality rates of pay to 
r»ositions formerly paid on a United States scale it will establish a 
lagistntive precedent which could establish such a policy as the intent 
of Congress. 

Before leaving the subject, we wish to point out the smokescreen 
placed around the situation by the Canal Zone Government. They 
state that no United States citizen will lose his job because of the 
consolidation and in fact some will receive a promotion. Also that 
no United States citizen will receive a cut in pay. This is all true 
and we thank the Civil Service Commission and all Members of 
Congress who have interested themselves in this situation so that the 
Canal Zone Government has agreed to this policy. But the fact re- 
mains, 146 fire fighters’ positions will be lost to United States citizens 
if this committee authorizes the requested amount which is only suf- 
ficient to pay locality rates of pay. 

We appreciate the opportunity to present our views on this year’s 
appropriations and will be glad to answer any questions or furnish 
further information if desired. 

Thank you. 

Mr. Preston. Mr. Munro, you just read in the last paragraph of 
your statement that “they,” meaning the Canal Zone Company, “state 
that no United States citizen will lose his job because of consolidation, 
and in fact some will receive a promotion. Also that no United States 
citizen will receive a cut in pay.’ 

You follow that by saying, “This is all true.” 

Mr. Munro. That is right. 

Mr. Preston. But then you say, “146 fire-fighters’ positions will be 
lost to United States citizens.” 

How do you reconcile those two statements ? 
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Mr. Munro. At the present time the fire-fighter force for the mili- 
tary service are uniformed military personnel. Those people are going 
to be re on wed by Canal Zone fire-fighting forces. 

The Canal Zone fire-fighting force at the present time has 68 people. 
The Department of Defense has 10 civilians. That will be 78 civilian 
positions. They are the present incumbents. 

Mr. Presron. In other words, the present incumbents will be taken 
care of ? 

Mr. Munro, That is correct. 

Mr. Presron. You are thinking about the people who want to come 
from the United States, go down to the Canal Zone, and get these jobs 
under the consolidation ; 1s that right ¢ 

Mr. Munro. That is right. The future is what we are talking about. 

Further, the treaty stipulates that the Panamanian citizen must re- 
ceive the same benefits in training programs afforded American citi- 
zens. They are also eligible for consideration for all positions which 
are not sensitive positions. 

If the fire-fighting force, which is the group from which officers 
are obtained, are all non-United States citizens, and they have to be 
trained according to the treaty provisions, your officers in the future 
are going to come from the rank-and-file fire fighters who are going 
to be Panamanian citizens if this appropri: ition is approved. 

Mr. Presron. Mr. Munro, you are also fearful that if we approve 
these trucks and buses that that will mean a further loss on the rail- 
road because it would replace the passenger load which the railroad 
would carry; is that right? 

Mr. Monro. That is true. We believe the company immediately 
would purchase them, put them in service, and take further revenue 
away from the railroad. 

Mr. Preston. Is it your understanding that is the real purpose of 
requesting this equipment ? 

Mr. Munro. That is right. I quoted out of the only information 
I have, which is the budget itself. 

Mr. Preston. The justific ations or budget? 

Mr. Munro. The budget. I don’t have the justification. 

Mr. Preston. We will look into that closely. Thank you very 
much, Mr. Munro. 


Crviz Arronautics Boarp 
WITNESS 


ROBERT E. REDDING, REPRESENTATIVE OF THE BAR ASSOCIA- 
TION OF THE DISTRICT OF COLUMBIA 


PUBLICATION OF BOARD’S ECONOMIC DECISIONS 


Mr. Preston. The next witness we will hear is Mr. Robert E. Red- 
ding, representing the Bar Association of the District of Columbia, 
who wishes to speak on a matter concerning the CAB. 

We will be glad to hear you at this time. 

We will ask you to insert your prepared statement in the record. 

(The statement of Mr. Robert E. Redding is as follows:) 





TESTIMONY OF Ropert E. REDDING OF THE AVIATION LAW COMMITTEE OF THI 
District OF COLUMBIA BAR ASSOCIATION 


My name is Robert E. Redding. TI am a member of the law firm of Bradshaw, 
Shearin, Redding & Thomas, with offices in the Fig Building, Silver Spring, Md 
(phone Juniper 8—2255). I was formerly employed by the Civil Aeronautics 
Board for a period of more than 8 years, including tenure as a Board member's 
assistant. Since early 1951 I have been engaged in the private practice of law 
and have spent a considerable portion of my time representing aviation clients 
before the Civil Aeronautics Board. 

My appearance here today is on behalf of the aviation law committee of the 
District of Columbia Bar Association. This committee was originally created 
to promote the sound development of aviation law and further the administration 
of justice. It has been actively engaged during the last few years in a number 
of projects related to the above objectives. 

One of the matters under consideration has been the improved availability 
of Civil Aeronautics Board decisions and accompanying digests as working tools 
not only for counsel representing various segments of the aviation industry and 
interested civic parties, but also for the Board’s hearing examiners, opinion- 
writing division, agency counsel, General Counsel’s staff, members’ offices, and 
the Federal courts. I am chairman of a subcommittee dealing with this problem 
and appear before you today (1) to explain the relationship between it and the 
Board’s budget for the fiscal year 1957 and (2) to urge the appropriation of 
sufficient funds to alleviate existing difficulties. 


THE NATURE OF THE PROBLEM 


The Board follows the practice of publishing its policy decisions in mimeo- 
zraphed form (on green paper), which are immediately available to all interested 
parties. These opinions are subsequently printed by the Government Printing 
Office on white paper in “slip opinion” form, the size and paging of which conform 
to the bound volumes of CAB reports which are ultimately published. 

Approximately a vear ago 11 bound volumes of Board decisions had been pub- 
lished, except that the supply of volumes 2 and 3 had been exhausted (and still 
is) at the Government Printing Office. Volume 11, however, contained Board 
decisions promulgated only through August 1950. The slip opinions described 
above were then printed only through May 1952. Thus, at that time, a 5-year 
lag existed in regard to the publication of bound volumes, as well as a 3-year lag 
for slip opinions. 

Ten of the eleven bound volumes include economic decisions, whereas only 
one volume (vol. 5) is confined to safety decisions for the period through June 
1943, with no subsequent slip opinions available. Although such safety cases 
are somewhat less important to the major segments of the aviation industry, 
there was in 1955 a 12-vear lag in the publication of such decisions. 

In addition to the problem affecting the general availability of Board decisions, 
the processing of cases has also been impeded by the unavailablity of digests 
of CAB decisions. Thus, practicing lawyers have been substantially hindered 
in their search for precedents and prior decisions relative to pending cases. 
Under the pressure of heavy workloads and time limitations, both they and 
Board staff personnel have frequently been unable to do an adequate research 
job in presenting stare deci si matters to the Board. 

It is true that each of the bound volumes of CAB reports contains an index 
digest of all opinions contained therein. As of a year ago, however, no such 
Board digest was available for any policy decisions promulgated since August 
8, 1950. It is also true that Commerce Clearing House, Inc., publishes an avia- 
tion law loose-leaf service. The limited circulation of this service, however, 
has discouraged the compilation and maintenance by CCH of an adequate digest 
of CAB cases. 

In addition, no comprehensive digest has ever been undertaken by the Board 
or any private concern of its opinions issued from 1939 to date, which, if avail 
able, would be of inestimable value to lawyers practicing before the Board, to 
the Board and its staff, and to the judiciary.Such a digest would be of particular 
value for new Board and staff members constantly being employed because of 
the rapid turnover. 

It should also be noted that the vast bulk of Board decisions take the form 
of mimeographed orders which are neither bound nor digested in the published 
CAB reports, but which carry the full force of precedent. No digest of such 
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Board orders has ever been undertaken by any governmental or private con- 
cern since the inception of the Board more than 15 years ago. Although the 
Board is currently endeavoring to promulgate its policy decisions in opinion 
form for later inclusion in the CAB reports, the following orders are typical 
of many policy decisions and findings on substantive and interlocutory matters 
which are omitted from bound CAB reports and all digests: 





Date Order No. Subject 
. 20, 1955 E-9117 | Application of sec. 408 of act to acquisition at bankruptcy sale and discussion 
of a so-called Sherman enforcement doctrine. 
28, 1955 E-9441 | Treatment of accelerated depreciation for emergency amortization facilities in 
determining mail pay requirements. 
. 29, 1955 | E-9880 | Board policy respecting local carrier versus trunkline service to smaller com- 
munities and relation to subsidy requirements. 
' 


It was because of the foregoing problems that my subcommittee first con- 
sulted with the Board and its staff in 1952 to urge the earmarking of adequate 
funds and personnel to improve the situation. 


IMPROVEMENTS IN FISCAL 1956 


In 1955 we consulted frequently with Board members and staff representa- 
tives and received their very cordial attention and cooperation. In addition, on 
June 4, 1955, I appeared before the Senate Appropriations Committee to support 
the authorization of funds requested by the Board for this purpose. 

Congress approved the CAB requests in the fiscal year 1956 budget for $29,100 
to cover publication costs and services for 4 additional volumes of CAB re- 
ports (vols. 12-15). Three of these volumes will contain economic decisions 
through July 1952, with additional volume devoted to safety cases through 
May 1953. Despite this authorization, however, the publication of economic 
decisions as of June 30, 1956, will still involve a 4-year time lag, with an equiva- 
lent time lag for slip opinions. 


FURTHER IMPROVEMENT NECESSARY IN FISCAL 1957 


Turning to the fiscal year 1957 proposals, it is my understanding that the 
CAB budget currently before the subcommittee includes $53,000 to be ear- 
marked for the printing of additional CAB volumes. If this request for funds 
is approved, the Board intends to publish four additional volumes of economic 
decisions issued through October 1954 (vols. 16-19). As of June 30, 1957, even 
if this fu'l amount is utilized for this purpose, the publication of economic 
decisions will still be in arrears by 2 years and’8 months. 

The members of the aviation law committee of the District ‘of Columbia Bar 
Association voted late in 1955 to urge the appropriation of sufficient fiscal 1957 
funds in order to reduce the timelag even more so than contemplated in the 
Board’s budgetary request. My subcommittee has been advised. however, that 
the publication of 4 bound volumes in 1 fiscal vear is the most that can be 
handled within the present physical limitations of its staff. 

It should also be noted that the Board is discontinuing its publication of the 
individual slip opinions beginning with volume 16 of its reports. It was the 
view of the aviation law committee that such slip opinions were of sufficient 
value to warrant their continuation, primarily because they became available 
long before the bound volume to which thev relate. Having been advised, 
however, by the Board’s staff that their continued publication would impede 
the program of accelerating the bound volumes, my committee is inclined to 
accept the practical necessities of the situation in order to obtain the bound 
volumes with a minimum of delay. 

In summary, my committee would urge the House Appropriations Committee 
to approve, at the very least, the appropriation of funds contemplated in the 
Board’s proposed 1957 budget for the bound volumes of CAB reports. This, of 
course, does not even encompass any funds relative to a comprehensive digest of 
Board opinions, nor any digest of the thousands of Board orders omitted from 
the CAB reports. 

There can be no doubt, however, that the improved availability of CAB de- 
cisions and related digests would contribute materially to the more expeditious 





handling of and more considerate deliberation in CAB cases, the first element 
of which has been generally endorsed for all administrative agencies by the 
President’s Conference on Administrative Procedure. 

Mr. Bow. Do you have a digest now ? 

Mr. Reppine. Each of these volumes contains a digest of the volume 
itself. 

Mr. Bow. You don’t have an overall digest ? 

Mr. Repprne. First of all there never has been any comprehensive 
digest undertaken by either Government or private concerns of the 
CAB decisions since its inc eption. 

Mr. Bow. How many members are there in your bar? 

Mr. Repprna. There are 300 copies of this purchased as of a month 
or so ago, so roughly that is the best way I know of measuring it. 
When you consider the airlines involved and the city councils and 
companies such as forwarders and other organizations, roughly 300 
have been purchased. 

Mr. Bow. So that so far as the commercial value to any lawbook 
publishing company it would not be of sufficient volume? 

Mr. Repprne. That is the problem. CCH—— 

Mr. Bow. Commercial Clearing House, yes. How about some of 
these other people, such as Prentice-Hall ? 

Mr. Repptne. Prentice-Hall has nothing. CCH does have an avia- 
tion service. However, they freely ac knowledge that the availability 
of sale is so restricted it does not pay them to undertake the prepara- 
tion of a decent type of digest. 

My committee has had consultations with Pike & Fisher, another 
well-known company, and they have as of some years ago developed a 
digest for the members of the FCC bar. There are roughly 300 law- 
yers in that bar. That came out immediately after the war and they 
now make that type of digest available on a weekly basis. 

Mr. Bow. Would your bar and those interested in the purchase of 
these volumes and the digest be willing to pay what they actually cost? 

Mr. Repprne. By all means. 

Mr. Bow. In other words, the Government would be reimbursed 
through the sale of these digests for what they are worth ? 

Mr. Repprne. Very quickly. The money spent for each of these 
individual volumes, which ranges from three to four dollars a volume, 
goes into the general volume. There is no reimbursement to CAG 
for that. 

Last year before the Senate Appropriations Committee I was asked 
the same question, Would we be willing to pay for the cost of under- 
taking the publication of these volumes and digests. Obviously the 
answer is “Positively yes.” 

In connection with the digest problem as distinguished from the 
publication of the bound volume, we have consulted with the CAB 
and have received a general indication of their belief that this was 
something which could be done only through industry efforts and not 
through governmental funds, and, as a matter of history, the only way 
FCC “managed to get their digest started—the iawyers practicing 
before the FCC—through Pike & Fisher, was by the guaranty of some 
10 lawyers of $60,000 which it took to get that thing off the ground. 

I am here today, gentlemen, no so much pointedly for ‘additional 
funds on the digest as I am in hopes of calling this matter to your at- 
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tention to get the CAB request for the $53,000 item covering the pub- 
lication of these bound volumes, because that at least will get us up 
within 214 years to date, whereas, as I say, a year or so ago we were up 
to 5 years behind. That is our first objective. 

I also want to mention that the Board promulgates its decisions 
in opinion form and they are bound in this kind of volume and in 
turn a digest in the real relates to those. 

However, many orders also are issued by CAB which range as high 
as 10,000 orders. They never find their way into any kind of bound 
volume which never had been digested and which frequently contain 
policy decisions. 

Each attached three such orders to my testimony and I have sum- 
marized their content. 

There are several problems involved here and if all I do today 1s 
quickly call your attention to the problem we lawyers on the outside 
are having, which problem by the way is shared by the hearing exam- 
iners on the Board, by the opinion-writing division, by the : agency 
counsel, by the assistants to Board members who have to write opin- 
ions, and the judiciary, this is a problem we feel is warranted in being 
brought to your attention. 

Mr. Mitzter. Asa practical matter, as I understand it, there are only 
about 150 law firms or offices active in this field; is that right ? 

Mr. Repprne. I would say that from the standpoint of ‘the lawyers 
in Washington and environs who represent airlines there are roughly 
100 lawyers involved. 

However, when you consider the airlines in addition to their own 
counsel, and the cities and all, roughly 300 of these volumes have been 
purchased. 

Mr. Mixxer. It is a relatively young and growing industry, and as 
we have more air commerce and more planes flying there will be a 
greater need for access to the basic law respecting it; is that right? 

Mr. Repprve. By all means, sir. 

Mr. Miter. It is not only for the benefit of the lawyers and the 
judges but the public interest is not being taken care of when it is not 
possible to find the law without s arching through all kinds of 
pamphlets and editions. 

Mr. Reppine. That is right. The lawyer always has less time than 
he needs to do a decent job. He is always searching for ways and 
means of cutting down research time. If we lawyers on the outside 
who are day after d: ay presenting briefs and proposals to the CAB 
do not have some means available to say, “This is what you did in a 
prior case,” we just do not do it. It depends on the lawyer from 
office to office. 

I personally have had to form my own digesting methods. If we 
as a bar do not have means avail: ible to say to CAB what it has done 
in the past, then the CAB would be less inclined to follow past policy. 
It is ruling off the top of its head and when it has a new Board mem- 
ber, and a new General Counsel who has no knowledge of CAB what- 
soever, he is the best friend we have in urging we come before you 
for funds to take care of this kind of pr oblem. This is a problem 
of most administrative agencies and not CAB alone. 

At least insofar as C AB is concerned I think the bar group feels 
we are warranted in calling your attention to this with the hope 
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that perhaps this year all we can manage to do is to get within a 
couple years or so of being current. 

Again that doesn’t begin to touch the problem of the overall com- 
prehensive digest of Board decisions from the very beginning. It 
doesn’t touch the problem at all of any kind of digest job on the many, 
many orders that have been issued in the past which actually have 
come out one day and gone into discard. 

We just feel basically it would expedite cases, it would contribute 
to a more firm policy of administration. 

Mr. Bow. I think the committee understands that. We have se 
eral lawyers on the committee. 

Mr. Muuuer. The point we should mention, also, is that it is not 
purely to benefit lawyers. The whole industry is handicapped when 
they cannot get prompt opinions on something which may be very 
vital. 

As I understand it, even after you get caught up within 2 years 
you still have to look through all of those volumes and then through 
a lot which has not been printed, a lot of loose-leaf opinions before 
you can say what past precedent might be ¢ 

Mr. Reppine. Yes. From my intimate knowledge of having worked 
inside the Board and for a Board member, and having written opin- 
ions in my time, I know how difficult this thing is. I have read 
briefs where lawyers, because of time handicaps, simply just have 
presented the factual problem to the Board and for want of prior 
precedent let it go at that. 

Then the Board has to take over and arrive at an informed judg- 
ment on that problem. Unless somebody on the Board stati can re- 

call just how they have handled something like that in the past the 
Bons d itself is very seriously handicapped. 

Mr. Cievencer. Did I understand this request would be for 
357,000 4 

Mr. Repprng. $53,000 is the figure, sir. 

Mr. Cievencer. This would perhaps be a recurring item each year? 

Mr. Reppine. The $53,000 figure is designed primarily to help catch 
up. In other words, it costs roughly $15,000 a volume to print these 
things. It takes roughly 2 volumes a year so we are speaking of 
roughly $ $50,000 a year to just sts iv current. 

Mr. CLevencer. Then to process it and bring it up to date is a 
bigger sum, is it not? 

‘Mr. Reppine. The Board has asked for roughly $60,000, which 
means in fiscal 1957 they are trying to catch up 1 year. 

Mr. CLevencer. That was budgeted, and it is in our present budget ? 

Mr. Reppina. I have been told it is there. 

Mr. Cievencer. Thank you very much, Mr. Redding. 

Mr. Horan. A very fine presentation, Mr. Redding. 

Mr. Repprnc. Thank you. If there is anything further I can supply 
you, gentlemen, please let me know. 
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Census Bureau 
WITNESS 


WILLIAM M. ADAMS, REPRESENTATIVE OF THE RADIO-ELEC- 
TRONICS-TELEVISION MANUFACTURERS ASSOCIATION 


FOREIGN TRADE STATISTICS 


Mr. Rooney. The next witness is Mr. William M. Adams. 

Do you have a prepared statement, Mr. Adams ¢ 

Mr. Apams. Yes, sir. 

Mr. Roonry. We shall insert your entire statement in the record, 
Mr. Adams. 

(The general statement of Mr. William Adams is as follows:) 


STATEMENT BY WILLIAM M. ADAMS ON BEHALF OF THE RADIO-ELECTRONICS-TELE- 
VISION MANUFACTURERS ASSOCIATION 


My name is William M. Adams. I head up the foreign trade activities of the 
Sprague Electric Co., North Adams, Mass., a manufacturer of electronic com- 
ponents, specifically capacitors and resistors. Until last June I served as chair- 
man of the executive committee of the international department of the Radio- 
Electronics-Television Manufacturers Association for a period of 3 years. 

My appearance before you today is on behalf of the 375 members of RETMA, 
and industry in general, to protest as vigorously as I can the recent action of the 
Bureau of the Census in still further degrading its program for the reporting of 
foreign trade statistics. We, in the interest not only of the country’s foreign 
business but also its business at home, earnestly request your help in rectifying 
this situation. 

The action of which we complain was taken without consultation with any 
industry advisory groups serving the Census Bureau, on the grounds that the 
volume of export declarations, from which the United States foreign trade sta- 
tistics are compiled, has risen substantially without a proportional increase in 
the appropriations to take care of the work of compilation. 

We do not deny that the workload has increased. However, the statistics as 
now published no longer provide the information which all United States ex- 
porters need and must have in order to conduct their business effectively in the 
face of growing foreign competition. 

Commercial exports from this country totaled some $14 billion in 1955 and 
exporters contributed some $300 million to the Government in taxes. Competi- 
tion in America’s foreign markets is increasing substantially and the influence 
already being felt on some segments of the economy is going to increase unless 
something is done about it soon. For example, United States exports of radio 
apparatus and parts decreased from $264 million in 1953 to $208 million in 1955. 
During the same period, exports of this type of equipment from Germany more 
than doubled, rising from $30 million in 1953 to over $70 million in 1955. A simi- 
lar situation prevails in many other industries. 

In combating this growing foreign competition, an exporter cannot afford to 
guess at the potential market for his product. One of the major tools in deter- 
mining this potential is accurate and detailed information on exports from the 
United States by specific product and by country of destination. It is extremely 
dangerous in this field to deal with generalities and probabilities, and misleading 
statistics are even worse than no statistics at all. Yet this is exactly the problem 
with which all exporters are faced starting with the January foreign trade report 
of the Bureau of the Census. 

Effective with that report, the Bureau of the Census did three things: (1) Con- 
solidated approximately 2,800 commodity classifications into about 1,500 classes ; 
(2) began sampling at the rate of 10 percent all shipments below $1,000; and 
(3) eliminated country of destination information for $100 to $999 shipments 
unless the estimated amount of these shipments of a commodity to a country was 
$50,000 or more. 
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As an example of how this technique has degraded the information supplied 
to the electronics industry, effective January 1 the Census Bureau consolidated 
into one category radios and radio-phonograph combinations. Tabulations for 
the month of January 1956 estimate that exports of these products totaled 
approximately $247,800 during that month. However, in order to reach this 
figure only shipments valued $1,000 and over were actually counted, for an aggre- 
gate of $188,600. The Bureau of the Census further estimated—on the basis of 
a 10-percent sample of smaller shipments—that an additional $59,000 worth of 
radios, or 24 percent of its overall estimate were shipped from the United States 
during January, but can give no indication as to the countries where they may 
or may not have been shipped. This, of course, makes it absolutely impossible 
even to guess at the most vital part of the information, namely, how many radios 
were shipped to what countries. 

For low-unit-priced products, such as resistors or capacitors, this form of sta- 
tistical reporting becomes practically useless. For January the Census Bureau 
estimates total exports of resistors at $138,200, of which 40 percent, or $54,500, 
is a guess estimate with no country of destination information supplied. 

Our members were deeply concerned when the original modification in the 
method of preparing export statistics went into effect in 1953. Misleading 
information was published by taking a 10 percent sample of all export declara- 
tions with a billing of not less than $100 nor more than $499. Now it has been 
decided to further emasculate the accuracy of the figures by raising the sampling 
ceiling to $999. 

This procedure yields completely erroneous information. It is very serious 
for a commodity with a low cost per unit. In such a case the dollar value of 
the export is subject to a variance which could well be one-half of the figure 
published or twice the figure published. The committee should particularly 
note that this affects not only the low-cost-per-unit item but also works a pro- 
portionately greater hardship on smaller business whose shipments are nor- 
mally less than $1,000. 

Even the Census Bureau admits that “the sampling variability of monthly com- 
modity totals is expected to be almost universally less than 10 percent on a 2- 
chances-out-of-3-basis.” This means that 2 out of every 3 figures published are 
not more than 10 percent lower or 10 percent higher than actual exports. This 
sounds reasonable until its statistical implications are considered. A long period 
of time is necessary for these statistical laws to work themselves out. Over a 
period of 100 years the “reasonable” statement may be true. But wthin the space 
of 1 year, the actual figures could well be wrong every month and by considerably 
more than 10 percent. 

This is the type of problem which now faces all business with an interest 
in the export field. Despite repeated warnings in the past that concrete actions 
were desirable to increase rather than degrade the foreign trade statistics 
supplied by the Government nothing has been done to improve the situation. 

In 1953 the Intensive Review Committee, under the chairmanship of Mr. 
Ralph J. Watkins of Dun & Bradstreet, Inc., was appointed by the Secretary of 
Commerce to survey the activities of the Bureau of the Census and make recom- 
mendations relating to the needs for foreign trade statistics, among others. The 
Committee’s report, submitted in February 1954, pointed out that the foreign 
trade statistical program had already been “subjected to continual attrition 
and erosion over the past 8 years, and that a condition approaching crisis had 
been reached.” Funds allotted to the foreign trade statistical program were at 
that time lower than for 1946, “and when the 1946 level is adjusted to present 
salary levels, the decline is about one-third,” the Committee said. 

Te rectify this situation, it was recommended that adequate funds he re- 
quested from Congress to “permit the Bureau to build up its function in the 
assembling and publication of foreign trade statistics under standards of 
quality * * * and comprehensiveness appropriate to the needs of the world’s 
chief trading nation.” 

Similar recommendations were made in July 1954 during hearings conducted 
by the Subcommittee on Economic Statistics of the Joint Committee on the Eco- 
nomic Report. At that time, better foreign trade statistics were urged by repre- 
sentatives of both the Bureau of the Budget and Bureau of the Census. 

Despite these recommendations nothing of a constructive nature has been done. 
Tt now appears that it is up to this congressional subcommittee to take the lead 
in restoring the Nation’s export statistics to a reasonable and accurate basis. 

The only way we can obtain accurate information on a country-by-country 
basis now is to buy it from the Government: but consider the small export agent, 
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who handles perhaps 30 products. For a 6-month period his cost of obtaining 
accurate information on a country of destination basis would be a minimum of 
£3,000, but more likely would be $5,000. 

The Government has compiled foreign trade statistics on an annual basis since 
1790, and monthly since 1866. There appears to be general agreement that it is 
the role of Government to provide that economic information which it alone has 
the resources, authority and prestige to assemble. Private industry cannot hope 
to compile export statistics for its own use since declarations filed with the 
Customs Bureau and used by the Bureau of the Census are confidential. 

As already mentioned, many European countries to which America supplies 
economic aid are gaining in the field of foreign trade at the expense of American 
manufacturers. And a number of these countries compile export statistics 
superior to our own. 

With the Government spending billions of dollars each year in foreign aid, 
and considering the $300 million in taxes paid by American exporters, we feel 
that the Bureau of the Census should be appropriated sufficient funds to main- 
tain a foreign trade statistical program of the quality which prevailed prior to 
1958 (when sampling techniques were resorted to theoretically, as a stop-gap 
measure. ) 

Although a modest budget increase has been requested for the coming year 
over the funds appropriated for fiscal year 1956, we feel they will do little more 
than sustain the present unsatisfactory program. This is a matter of concern 
not only to the members of our association but to the substantial segment of our 
economy which depends upon the field of foreign trade. 

Our foreign trade accounts for about 10 percent of our total production. What- 
ever trade we lose will directly affect the number of people employed in American 
industry. So this problem relates directly to our national economy. 

We hope that this committee will give the problem its most serious considera- 
tion, for on this one relatively small budget item rests much of America’s future 
in the field of foreign trade and world relations. 

I thank you sincerely for the opportunity to appear before you and make this 
presentation. 


Mr. Rooney. Thank you very much, Mr. Adams. 
Mr. Apams. If there is anything I can clarify I will be glad to do it. 
Mr. Roonry. You have very w ell covered the subject, Mr. Adams. 


Wepnespay, Aprin 11, 1956. 


NATIONAL BUREAU OF STANDARDS 
WITNESS 
JESS M. RITCHIE, PRESIDENT, PIONEERS, INC. 
BATTERY AD—X2 


Mr. Rooney. The next witness is Mr. Jess M. Ritchie, of Pioneers, 
Tne. 

I believe you have a statement which you wish to present to the 
committee ? 

Mr. Rrrente. Yes, sir. 

Mr. Rooney. You may proceed, Mr. Ritchie. 

Mr. Rircntre. Mr. Chairman and gentlemen of the committee; 
my name is Jess M. Ritchie, president, Pioneers, Inc., 2411 Groves 
Street, Oakland 12, Calif. 

First, may I thank you for the opportunity accorded me to appear 
before this subcommittee today as.it considers appropriations for the 
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Department of Commerce and more particularly the National Bureau 
of Standards. 

For the past 7 years I have been, both as a citizen and as a business- 
man, persecuted by the executive branch of the Government as a direct 
result of an unwarranted attack made upon the product I produce 
and sell by the National Bureau of Standards. The first result of 
this attack by the Bureau was to issue a condemnation of my product 
by implication through an old circular letter dated in 1931 although 
our product was not developed until the latter part of 1947. The next 
move by the National Bureau of Standards was to issue a statement 
to the National Better Business Bureau, who has as its members five of 
the world’s largest manufacturers of lead-acid storage batteries, a 
statement condemning our product by name contrary to the stated 
policies of the National Bureau of Standards.. Followi ing the flood- 
ing of the market with this pamphlet came an attack by the Bureau - 
Standards which resulted in the issuance on February 24, 1953, of : 
fraud order by the Post Office Department for allegedly misusing 
the mails to defraud. After due consideration of the facts involved, 
the Post Office Department rescinded its order on August 20, 1953, 
this only after the Senate Small Business Committee had held exten- 
sive hearings and concluded on August 18, 1953— 
that Mr. Ritchie’s advertising is conservative and that his product does just 
exactly what his advertising claims. 

At the instigation of the National Bureau of Standards, a special 
committee of the National Academy of Sciences was brought in to 
render a totally erroneous and untruthful report. This committee was 
headed by a man who had been convicted of a violation of the antitrust 
laws and no member of his committee was a battery expert. 

Ordinarily you would think that having been tried by the Post Office 
Department and found not guilty I would be free to market my product 
without further harassment by the Federal Government. Such a be- 
lief, however, would be naive. Certain types of products marketed 
primarily by small-business men are capable of being placed not only 
in double jeopardy but in triple jeopardy by the Federal Government. 
By that I mean that it is alicgethur possible for the Food and Drug 
Administration, the Post Office Department and the Federal Trade 
Commission to try businessmen in sequence on virtually identical 
charges. 

In my case, it was the Federal Trade Commission which sought 
to undo the rebuke administered to the Bureau of Standards by the 
Post Office Department through the issuance on March 11, 1954, of a 
cease and desist order charging that I had falsely advertised my prod- 
uct. The hearing before the FTC lasted from July 1954, to March 
1956. It included hearings in the District of Columbia, 11 States and 
13 cities. The hearing sessions numbered 103. I was forced to make 
16 transcontinental trips plus some 4,500 miles of wanderings up and 
down the east coast as far west as Chicago. The FTC hearing exam- 
iner discussed the complaint on November 9, 1955, stating in his 
decision that no case had come to his attention in which so large an 
amount of substantial and probative evidence had been presented by 
respondent. In fact, gentlemen, we put on 50 practical battery 
experts, 5 of them distributors from Boston, Mass., to Oakland, Calif. 
Many of them testified after 7 years of experience with the product that 
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it made their batteries last 2 to 3 times longer than their batteries 
normally lasted without Battery AD-X2. 

In all, 5 years have passed since the Bureau of Standards deliber- 
ately condemned my product by brand name and turned its denuncia- 
tion over to the battery industry at the behest of the National Better 
Business Bureau and the Association of American Battery Manu- 
facturers whose only interest, it has been proved, was to support the 
replacement sales of the lead-acid battery industry. It had undertaken 
to evaluate my product in the first place. 

Mr. Chairman, there is an ample official record to bear out my state- 
ments. I shall not today even attempt to summarize the 510 pages of 
sworn testimony taken on the subject of Battery AD-X2 versus the 
National Bureau of Standards by the Senate Small Business Com- 
mittee in the spring of 1953. I might say here that we found more 
expertness among the Senators of that committee on lead-acid storage 
batteries and more common sense pertaining thereto than we have 
found among the so-called battery experts at either the National 
Bureau of Standards or the Federal Trade Commission. Nor shall 
I burden this committee with references to the 10,000 pages of testi- 
mony and some 3,000 pages of exhibits accumulated painfully and at 
my disproportionate expenses by the Federal Trade Commission which 
resulted in the order of dismissal by the hearing examiner. 

It is clear to anyone with even the slightest knowledge of my case 
and of several recent cases similar to mine that the Bureau of Stand- 
ards should have been prohibited from testing and evaluating con- 
sumer products. Originally it was never intended that the Bureau 
should function as a dispenser of Good Housekeeping seals of approval 
to anyone in or out of the Government. We have found them to be 
both ill equipped mentally and physically to do testing. When I say 
“physically” there, I am speaking of the physical facilities of the 
Bureau of Standards, and not the physical physique of the personnel. 
There are available to the Government’s military, operational, and 
regulatory agencies many highly competent private industrial labora- 
tories whose talents and facilities are at the disposal of the Govern- 
ment often for fees less than those charged by the National Bureau 
of Standards for the same work. 

But primarily the reason why the Bureau of Standards should not 
be allowed to test the products of small business is because many of 
the men at the Bureau have spent the better part of a lifetime work- 
ing hand in glove with the industry technicians in their fields of 
specialization and it is not inevitable that they should some to see 
eye to eye with those industries when any products hit the market 
which such an industry does not want to see on the market. In this 
connection I should like to quote very briefly from the testimony of 
Marver H. Bernstein, associate professor of politics, Princeton Uni- 
versity, who stated on December 2, 1955, before the Senate Committee 
on Small Business as follows: 

* * * Regulatory commissions have not been satisfactory instruments of 
governmental regulation of business. By insulating themselves from popular 
political forces, the commissions have subjected themselves to undue influence 
from the regulated groups and tend to become protective spokesmen for the 


industries which they regulate. * * * They tend to define the interests of the 
dominant regulated parties. as the public interest. * * * 
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We have found this certainly applies to the personnel at the National 
Bureau of Standards. We have proved through this case before the 
Federal Trade Commission that. although the Bureau of Standards 
has constantly condemned the product for some 2 vears before ever 
having seen it they have never tested the product under normal oper- 
ating conditions nor in accordance with the instructions put out by the 
manufacturer for the use of the product. This was proved by their 
star witness before the FTC. 

That tells in a nutshell what happened to me as a small businessman. 
My product, under certain clearly stated conditions, prolongs the life 
of batteries. The battery industry naturally enough viewed such a 
product with alarm. This alarm was communicated to the Bureau 
of Standards. The rest, gentlemen, is history. Here I would like 
to insert a graph and map, which are self-explanatory. 

Mr. Rooney. I am very sorry, Mr. Ritchie, but we shall not be able 
to insert either the graph attached to your statement, or that map. 
We do not print such things in these hearings. However, if you 
care to, you might see that each member of the committee is furnished 
with a copy of each one. 

Mr. Rrrcutm. I will have to have the map reproduced. But the fact 
remains, that I did 16 trips across the country. 

Mr. Roonry. And you are angry. 

Mr. Rircute. I cannot say that, no, because I am not that type of 
person. 

Mr. Rooney. Perhaps I am being a bit facetious. I would not 
care to make all those trips, either. 

Mr. Rirente. I would not say that I was angry; I would say that I 
am disillusioned; because I have worked in the Bureau of Standards 
testing program for many years as a general contractor and I thought, 
when the Bureau of Standards said something, that that was it. But 
in this, I have found them to be untruthful, lacking in objectivi ity, and 
I have given this statement a great deal of consideration. 

I would like to leave with this committee these records where I have 
marked the pages where the things they did in this case are outlined, 
such as testing the product for 2 days and condemning it by pouring 
it in a couple of worthless batteries and then stating they had run 
extensive tests on it, and eventually proving they had never tested it at 
all according to the way it was supposed to be used. And this was in 
our brief that I would like to leave with the committee. 

Mr. Roonry. Very well. 

Mr. Rrrcutm. Now these fellows will come down here, apparently, 
based on the record I have collected, and say anything in the world to 
get their appropriation. Here we have Dr. Brode, who is assisting 
director and acting director at the time H. R. 4974 of the Committee 
on Appropriations, United States Senate, was going through, and he 
said the Bureau of Standards test and the MIT test were correct. 
They ran a test and they later said there might be some difference, but 
they could not say that MIT was wrong; still we have had all of this 
travel here with their trying to prove material that undoubtedly it 
already knew. We have the Director of the Bureau of Stand: rds, 
Dr. Astin, going over to the Post Office Department and testifying as 
an expert in the lead-acid battery field and getting a fraud order 
against it, and the man does not know anything about batteries. He is 
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a physicist and frankly admits he never built a battery, never repaired 
a battery, yet he is the star witness and he gets on the stand and states 
that isall there isto it. And then when I got on the witness stand and 
put my results into the record at the hearing, they put him on for 
rebuttal and he does not even mention that. 

And in the sixth annual report of the Senate Small Business Com- 
mittee, on pages 9 to 12, you will see where it says they cannot handle 
these big companies, because they are just not equipped to prove their 
point as a scientific point. This is the annual report of the Senate 
Small Business Committee. I have the pages marked where the 
pertinent material appears. 

And I have marked pages in here [indicating | where it shows col- 
lusion between the National Bureau of Standards and the battery 
industry, and the National Better Business Bureau representing the 
battery industry. And I have marked the pages where the complaint 
appears of the battery association, stating that the product won’t do 
what we claim for it and, if we are not stopped, we are going to ruin 
their business. 

And I would like to leave this [indicating | for the committee, too, 
where they state their policy is not to condemn or approve a com- 
mercial product, and then they turn right around and do it. And 
then when they are pushed over there a little bit and they have taken 
their oath to the Government of the United States, we find when their 
director was discharged for cause, or asked to resign, 400 of them were 
going to resign and walk out. That would be like when MacArthur 
was discharged in Korea, if all of the other officers said “Well, we are 
not interested in the United States; we owe our loyalty to the gen- 
eral, so that we quit.” 

One other point. Here is the committee on battery additives of 
the National Academy of Sciences. That was thrown out in toto as 
absolutely without value. The man who headed the committee was 
a convict: there were no batterymen on the committee and yet. this 
is still being circulated over the privilege of the Secretary of Com- 
merce. I am told he is fearful to do anything about it, for fear of 
the wrath of the societies. I think that should be taken into con- 
sideration in the appropriation. 

Thank you. 

Mr. Roonry. Thank you, Mr. Ritchie. 

Mr. Rrrciie. Incidentally, the Assistant Secretary of Commerce, 
Mr. Walter Williams, is also very familiar with this and we have asked 
him repeatedly to do something about it. 





Wepnespay, Aprin 11, 1956. 
NATIONAL BUREAU OF STANDARDS 
WITNESS 


W. F. MITCHELL, REGISTERED OPTOMETRIST 
MITCHELL'S NIGHT DRIVING GLASSES 


Mr. Rooney. The next witness is Mr. W. F. Mitchell. 

I understand you have a statement you wish to present to the com- 
mittee / 

Mr. Mrrenety. Yes, sir. I can present it to you, or I can tell it to 
you in a very few minutes. 

Mr. Rooney. You may proceed in whichever manner you wish to. 

Mr. Mircnetn. | am appearing regarding night driving glasses. 
Briefly, I will tell you who Tam. I am an optometrist, am a man 
who studied optometry and have been registered to practice for 36 
years, and practice optometry. 

Since the beginning of automobiles, we have had difficulty in night 
driving from headlight glares. There has been much work done on 
it over that period to alleviate the situation and 10 years ago we found 
an old optical principle which, properly applied, did two things; it 
removed the disturbing effects from headlight glare while at no time 
did it reduce vision. This principle was developed by Sir Isaac 
Newton in 1664. 

Light is made up of all of the colors of the spectrum, mostly the 
ultraviolet, blue, yellow, and so forth, and each one has a different 
focal length. Our eye is unable to accommodate for the blue and it 
is usually the middle of the spectrum, the yellow, that is the only 
light we see and, so far as shortness of vision, the blue is never 
disturbed. We found our glass was totaily effective in the short-wave 
light, while it transmitted as much useful ight without the white 
haze. When we found this new glass, we did not know why and 10 
years ago we went to the Bureau of Standards and presented the 
problem to them and spent 3 days with them and they worked with 
us closely on it, and they put out this circular that they prepared, 
Circular 471, and in this circular they told what their findings were. 
I can either read it to vou or leave it in my brief, whichever you 
would like. They referred to the effectiveness of it and being a funda- 
mental addition to the safety of night driving. This was published 
by the Bureau of Standards in circular 471, along with their treat 
ment of many other types of glasses. We never heard at any time 
there had been any change in their position on this until 1952 when 
a press release was issued by Bausch & Lomb Optical Co., through 
their agents Harshe-Rotman, quoting several so-called experts: but 
the one that did the damage was their expert Dr. Deane B. Judd, 
of the Bureau of Standards, in which he said this glass was dangerous 
if worn at night. 

The Bureau of Standards knew we had done more work than any- 
one else on glasses. But we were not consulted or talked with. The 
Bureau of Standards never made any checks whatsoever, but picked 
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this up from some man who was a physicist and had made what he 
called a controlled experiment in his own laboratory on his own peo- 
ple, and he said it reduced vision. 

So our main complaint is that the Bureau of Standards, in my 
opinion—and the reason I went to them in the beginning was because 
I had absolute confidence in their honesty and thought absolutely that 
what the Bureau of Standards said was so, that it was that way; we 
could have gotten some “slanted” commercial laboratories for a price 
to give us some advantages; but I felt if I went to the Bureau, then I 
would know and we would be sure. Then we find this statement was 
made without the Bureau having made any investigation, or any 
checks whatsoever. 

And that is not the worst part about it. The worst part about it is 
that the statement was made in a two-page letter and taken out of 
context and condensed in about a paragraph and the Bausch & Lomb 
Optical Co. called the Bureau of Standards and read to them what they 
proposed to put in their press release, and the Bureau of Standards’ 
acting head gave them permission to use it. Of course it concerns us 
greatly. For me to say I am not disturbed about our own portion of 
it would be foolish, but I honestly am disturbed about the seriousness 
to the Nation as a whole if that can be done, if that is the method 
the Bureau is operating under. 

I have had a lot of conferences with them since. They know they 
are wrong. We asked them immediately to retract the statement and 
to say that the statement was made in error. They feel that they 
cannot retract the statement and regardless of how many people they 
quote in the statement we can and will show in our brief statements 
from an outstanding highway safety engineer who wore the glasses 
for 6 months before he made the statement, and in that he says there 
is no doubt in his mind that the night accident rate can be reduced in 
direct proportion to the number of these glasses that are worn. 

Now the whole thing is not complicated. In other words, either 
of you gentlemen can take a pair of these glasses and put them on and 
go out here tonight and tell exactly what they do. You can see exactly 
what they do; you can see if you could look directly into the oncoming 
headlights without difficulty and never be blinded. 

Mr. Mituirr. Is the charge that it interferes with your sight while 
you have them on? 

Mr. MitcuHe.. Yes. 

Mr. Mitter. Or that it injures one’s eyesight? 

Mr. Mitrcnetx. No; while you have them on. 

Mr. Miter. Can’t anybody tell that when they put them on? 

Mr. Mircueuy. Certainly. The statement they make is that you 
think you see better, when actually you do not. 

Mr. Kentlow of the General Motors technical department is a man 
who claimed he had made some research on this. Mr. Kentlow told 
me that outside of his window there was a smokestack and with the 
glasses he cannot see the guy wires on a certain smokestack, but I put 
the glasses on and I could see the guy wires. So I asked him “Do you 
mean I just think I can see them?” In other words, he nor no man, 
I do not care who the man is, can tell you what you see. I can, with 
instruments, refract your eyes and tell you the error in your eyes; but 
I must depend on you absolutely as to whether or not you can see. 
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And for him to say “You think you can see and you cannot, that is 
strictly an illusion,” is something that nobody can say. 

If I might, I want to read a little from Dr. Judd, of the Bureau of 
Standards, to show just how this happened. This is a letter from 
Dr. Judd, ‘of the National Bureau of Stand: ards, dated September 2, 
1952, in which he says: 


* * * in the meantime I am glad to give for your information a direct account 
of the events leading up to release for publication of quotations from my letter 
to Dr. Kuhn. 

At a recess of a meeting of the Armed Forces-NRC Vision Committee during 
the first week of April 1952, I was approached by Dr. Hedwig Kuhn who asked 
me my views on the use of yellow goggles for night driving. We discussed the 
question for about 5 minutes, and it developed that our views, though not iden- 
tical, were very similar. She asked me whether I would put my views into 
writing if requested to do so by the Joint Committee on Industrial Ophtalmology 
and I said that I would. About a week later I received a letter, dated April 
7, requesting such a statement, and I prepared a reply dated April 16, a copy of 
which is now in your hands. 


Now that is a thing that concerns me more greatly than the dam- 
age it has done to us. Dr. Judd is not qualified in that particular 
matter. He is a qualified man in his field; there is no doubt of that, 
but he is not qualified in this particular field. And even if he had 
been qualified, he made no effort to check this to see whether this 
statement was right. Now I will read the statement here that was 
then made by Bausch & Lomb: 


Unfortunately, actual measurements under night driving conditions indicate 
that the impression of seeing better with yellow goggles is illusory. Studies 
show that many people are favorably impressed with yellow goggles for night 
driving, but show without exception that the actual vision performance with 
the yellow goggles is less than that without. It would seem that the presence 
on he road of a large number of drivers who think they can see better than 
they really can is a potential danger. We especially regard the indiscriminate 
sale of yellow goggles for night driving to the general public to be dangerous 
because they may render the red and green traffic lights indistinguishable to 
about 2 percent of the male population who are partially color blind in the 
red-green sense. 

Of course that 2 percent doesn’t make any difference; they are just 
the same way with or without the yellow goggles. And according to 
the California Highway Department, 25 percent of the people now 
driving cars are not only a menace to themselves but to other — 
on the highway at night. Constant night headlight glare creates : 
nervous condition similar to drunk driving. Two years before I uaa 
this, it was necessary for me to quit driving at night because of this 
nervous effect. 

Now I can drive in perfect comfort at any time and cannot be 
blinded, and we have over 300,000 people wearing our glasses, and 
we have never had a single order returned for lack of performance 
in wearing them. And the position I do take is that action of this type 
by the Bureau of Standards is d: ingerous to the welfare of the people 
as a whole, and the public. There is no one thing that would do as 
much to reduce night accidents of automobiles as these glasses and, 
when confronted with statements like that, plus the statements which 
they make in this release—if Judd had made them himself, it did 
not make any difference, but they said the Bureau of Standards— 
everybody would have felt as I have felt different then. And they 
knew it was that way before they made this statement. They did not 
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need to guess about it; they did not have to take somebody’s guess 
who was not in that field at all. And I cannot understand why we 
have never been able to get from the Bureau of Standards a statement 
about our competitor, Bausch & Lomb, about the no-glare glass they 
make and that really does not stop glare. And since it was 
signed by the executive head, Dr. Brode, and since we had explained 
it to them and given them these letters, we also would like to have a 
statement from them regarding Bausch & Lomb’s Soft-Lite lenses and 
our request has been completely ignored. 

He has had many letters from people throughout the country asking 
how they arrived at it and what tests they “made, which is entirely 
proper. He cannot answer that because they did not make any tests. 
It is our position that in our case, if anybody appropriates money 
for the Bureau of Standards, it should be Bausch & Lomb because 
they are working directly with them and not with us. We cannot 
get them to report to us on Bausch & Lomb Soft-Lite lenses. I know 
that the majority of the scientists in the field are absolutely honest, 
and I know it is of tremendous importance. In fact, I do not believe 
any man can be a scientist unless he is absolutely honest. That would 
bar him as a scientist because he is bound to make mistakes and have 
to go back. 

But, as presently organized, for instance I go to a conference at the 
Bureau, and the men are told not to talk to me other than the head 
of the Bureau, not to answer my questions; the head of the Bureau is 
to do all the talking. 

As I say, with our glasses there is nothing tricky, or peculiar. The 
physical properties are described, they cut out shortwave light and 
eliminate the scattering of light, the disturbing of the focusing of 
~ blue. So far as injury to the eye, there is nothing that you can 

ar before your eye that would injure it. The only way to do it 
want be introduce some source of light such as ultraviolet. I have 
worn these for 4 years all the time and I would not if there was a 
possibility of injury to my eye. I see better with them and they are 
more comfortable. 

They are excellent in anything where artificial light is used. Nature 
never intended us to use our eyes as we do. When you have an arti- 
ficial condition you have disturbance unless it is corrected and that is 
what we are supposed to do; take care of the visual needs of the public 
as they arise. That would include automobile driving and other 
things. 

Mr. Roonry. What is your conclusion ? 

Mr. Mrrcneit. What is my conclusion? I do not know except to 
change management. 

Mr. Rooney. It i a not within the province of the committee. 

Mr. Mrrcue.y. I do not know. 

Mr. Roonry. Are you in favor of abolishing the National Bureau 
of Standards as a result of this? 

Mr. Mircueti. No; I would not be. I doubt if I am correct in 

saying that they should not have money. I think they should. The 

agency is a worthwhile agency. I do not know. Something should 
be done for the protection of many of the scientists that are there, many 
honest and able scientists. 
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Mr. Rooney. Might it be possible you would have some relief in the 
event you are correct in the statements you made here today, through 
the courts ? 

Mr. Mircne tu. It is a conspiracy and should be handled by the 
Department of Justice. However, the company that was conc erned 
at that time had to go into receivership, forced into bankruptcy, and 
the receivers are suing Bausch & Lomb. 

As far as I am concerned, I am broke. However, if I could do some 
small amount of good toward getting the condition —— that 
exists there now I would feel I had done something. I do not know 
honestly how. I ama small man. 

Here is a prepared statement that I will leave with you. 

Mr. Mitirr. Do I understand you would like to have a prepared 
statement in the record ? 

Mr. Rooney. It is a duplication ? 

Mr. MrircHewn. Yes. 

Mr. Roonry. We will take this for the use of the members of the 
committee. 

Mr. Mircuet. I do not know that there is anything you could do. 
I really do not know of anything. But I would like to place it before 
someone who maybe, in some way, could do something about it. 

To be absolutely frank about it, the man at the head of the thing is 
not a scientist, not honest in his views, he is petty. The view as it now 
exists is dangerous. There is nothing i in the world, as I see it—I am 
getting 60 years old, born down in Tennessee, lived on a farm, worked 
out through the Middle West—but I have lived long enough to see 
a change in conditions in this country and the one thing we cannot 


afford to destroy is individual initiative. The small man has to be 
protected. All the Communists and Russians and ever ybody else could 
do is not nearly as dangerous as destruction of individual initiative 
in this country. 

Mr. Roonry. Thank you very much. 

Mr. Mrrcnetit. Thank you, gentlemen. 


WEATHER BUREAU 
EXPANSION OF FOREST FIRE WEATHER FORECASTING SERVICE 


Mr. Rooney. At this point we shall insert in the record the 
following letter addressed to the gentleman from Georgia, Mr. 
Preston, chairman of this subcommittee, under date of March 23, 1956, 
from the gentleman from South Carolina, Mr. Ashmore. 

(The letter referred to follows:) 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D.C., March 23, 1956. 
Hon. PRINCE H. PRESTON, 
House of Representatives. 


DEAR COLLEAGUE: I have received a letter from the State forester, South 
Carolina State Commission of Forestry, Columbia, which reads in part as follows: 
“For the past several years two of all of the district offices of the Weather 
Bureau, United States Department of Commerce, have been providing a selected 
few State forestry agencies with specialized forest fire weather forecasts. These 
forecasts have been an invaluable aid to the forestry agencies of those few 
selected States in their forest fire protection programs. This fire weather fore- 
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casting has resulted in those few States being properly alerted and prepared for 
blowup forest fire conditions, and consequently resulted in minimizing what 
would have been disastrous losses from forest fires which occurred during these 
periods. There is urgent need for this specialized forest fire weather forecast- 
ing service to be expanded southwide to minimize current heavy losses from 
forest fires throughout this region. 

“On March 8, 1956, at a meeting in Atlanta, Ga., the State forester of the 11 
Southern States unanimously resolved to request the Congress to provide a $50,000 
increase in the appropriation of the Weather Bureau, United States Department 
of Commerce, to be earmarked for expenditures in the South for forest fire 
weather forecasting and research in relation to fire weather and forest fire 
behavior.” 

I should appreciate your subcommittee doing what it can to assist in this 
matter. 

Sincerely yours, 
Rovert T. ABH MORE. 


SrTaTeE Marting ACADEMIES 


Mr. Roonry. At this point we shall insert in the record the follow- 
ing letter addressed to the gentleman from Georgia, Mr. Preston, 
chairman of this subcommittee, under date of January 26, 1956, from 
the distinguished gentleman from Massachusetts, Mr. Nicholson, the 
distinguished gentleman from New York, Mr. Fino, the distinguished 
gentleman from Maine, Mr. McIntire, and the distinguished gentle- 
man from California, Mr. Baldwin. 

(The letter is as follows :) 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., January 2%, 1956. 
Hon. PRINCE H. PRESTON, Jr., Chairman, 
Subcommittee on Appropriations for Commerce and Related Agencies, 
House Committee on Appropriations, Washington, D. C. 

DEAR Mr. CHAIRMAN: We in the Congress who represent Congressional Dis- 
tricts in which are located State maritime academies would like to express our 
deep appreciation for the thoughtful and courteous consideration given to us 
last year as we presented testimony relating to the restoration of Federal funds 
for State academies. 

It is highly gratifying to observe that the Subcommittee on Commerce saw 
fit to restore the $660,000 for these academies, after it had been omitted from 
the President’s budget for fiscal 1956. It is indeed heartening to observe that, 
in the President’s budget for fiscal 1957, recommendation has been made for 
these funds. 

It is with the thought of lightening the burden of your committee and con- 
serving its time that we are submitting a statement rather than appearing 
before the committee to present testimony in behalf of our interests, 

We wish, however, to affirm our keen interest in having your committee 
sanction the President’s recommendation for funds for the State maritime 
academies, and we strongly urge you to approve the $660,000 Federal grant so 
essential to the operation of these academies. 

We respectfully request that this communication be incorporated into the 
record on the appropriation proceedings pertaining to State maritime academies. 

Respectfully, 
CiirrorD G. McIntire, M. C. 
3d District, Maine. 
JOHN F. BALpwin, M. C., 
6th District, California. 
DONALD W. NICHOLSON, M, C. 
9th District, Massachusetts. 
PAUL A. FINo, M. C. 
25th District, New York. 


Mr. Rooney. We shall now adjourn until tomorow at 9:30. 
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Tuourspay, Apri 12, 1956. 
MarItIMB ADMINISTRATION 


WITNESSES 


HON. HERBERT C. BONNER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NORTH CAROLINA 

HON. JOHN J. ALLEN, JR., A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 

HON. THOR C. TOLLEFSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WASHINGTON 

RALPH CASEY, STAFF MEMBER, HOUSE MERCHANT MARINE AND 
FISHERIES COMMITTEE 

JOHN DRURY, STAFF MEMBER, HOUSE MERCHANT MARINE AND 
FISHERIES COMMITTEE 


AUTHORITY FOR CONSTRUCTION OF PROTOTYPE SHIPS 


Mr. Preston. The committee will come to order. We are pleased 
and honored to have the chairman of the House Merchant Marine and 
Fisheries Committee, Mr. Bonner, and some of his associates. Mr. 
Allen of California and Mr. Tollefson from Washington, as well as 
several members of Mr. Bonner’s staff, Ralph Casey and John Drury 
with us today. ‘They wish to discuss with us the authority of the 
Federal Maritime Administration to construct three prototype ships 
contained in the budget request for fiscal 1957. The Maritime Ad- 
ministration appeared earlier and contended that they had suflicient 
authority to construct the prototype ships. 

It will be noted that previously the committee had been advised 
by Mr. Bonner that it was his opinion that the Maritime Administra- 
tion did not have authority under existing law and should come before 
his committee to obtain proper authorization. 

It was as a result of this letter that the committee invited Mr. Bonner 
and other members of his committee, together with his staff, to appear 
this morning. We are very glad to have you, Mr. Bonner, and will 
be glad to hear you at this time. 

Mr. Bonner. Mr. Chairman and gentlemen of the committee, I 
want to, at the outset, state that we appreciate the cooperation and 
the courtesy that you, as chairman of this committee, have given us. 
The statement I am about to read is a joint statement representing 
the full committee. It is concurred in by Mr. Tollefson, the ranking 
member, who I regret to say has elected to cast his lot in another field 
next year and will be succeeded by Mr. Allen of California, who will 
either be chairman of this committee or the ranking member, which- 
every way the sentiment may flow. So this is a memorandum con- 
cerning authority of Maritime Administration to construct prototype 
ships. 

The basic question is whether Maritime has authority under the 
Merchant Marine Act, 1936, as amended to construct prototype or 
experimental type vessels. This issue is raised by reason of language 
contained in the budget now pending before the Congress which would 
appropriate moneys for the construction of not to exceed three proto- 
type vessels. It is understood that these 3 vessels include 2 mobiliza- 
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tion prototype cargo ships and 1 nuclear- powered tanker. The ap- 
propriation item refers to sections 701 and 702 of the 1936 act (46 
U.S. C., 1191, 1192) as authority for this construction. 

Rule XXII of the House of Representatives, paragraph 2, provides 
that no appropriation shall be reported for any expenditure not 
previously authorized by law. Hence, unless Maritime does have au- 
thority in the 1936 act or some other statute, the appropriation item is 
subject to a point of order when brought up on the floor of the 
House. 

Although reference is made only to sections 701 and 702 in the ap- 
propriation item, Maritime has submitted to the Appropriations Com- 
mittee a memorandum containing excerpts from other sections of the 
1936 act, namely, sections 101, 210, 211, and 212. And it is obvious 
that Maritime’s statement on the matter before the Appropriations 
Committee that consideration must also be given to the other sections 
cited in their memorandum. Section 101 lays down the general policy 
that the United States should have a strong merchant marine com- 
posed of the best equipped, fastest, and most suitable types of vessels, 
constructed in the United States and manned with trained and efficient 
American crews. Before passing this broad policy statement, it is 
pertinent to point out that the Congress in the 1936 act was careful to 
delineate the extent to which the Government through the Maritime 
Commission would grant assistance in the development of such a 
merchant marine. Basically, the statute revolved entirely around the 
essential trade-route concept. In other words, the principal goal es- 
tablished in the 1936 act so far as the foreign commerce of the “United 
States was concerned was to provide shipping service under the 
American flag on all the essential trade routes of the United States. 

Section 210 of the 1936 act directed the Maritime Commission to 

make a survey of the American merchant marine as it then existed to 
determine what additions and replacements were necessary to carry out 
the national policy set forth in section 101. The Commission was 
further directed to adopt a long-range program for replacements and 
additions to the American merchant marine so that as soon as prac- 
ticable we might have an adequate and well-balanced fleet: sufficient 
to provide shipping services on all the essential trade routes. . Note 
particularly that this section, 210, refers to a survey to be m: ide back 
in 1936 and to a long-range program to be adopted back in 1936, 
Then note with particular care the fact that the main objective of this 
survey and program was to— 
provide shipping service on all routes essential for maintaining the flow of the 
foreign commerce of the United States. 
Section 211 authorized the Maritime Commission to “investigate, 
determine, and keep current records of” new designs, new methods of 
construction and new types of equipment for vessels. Can it seriously 
be contended that authority to “investigate, determine, and keep cur- 
rent records of” includes authority to construct experimental vessels? 
Counsel from Maritime says that experimentation is a method of in- 
vestigation. If Maritime could construct 1 vessel as an experiment, 
it could construct 5 or even 10 vessels. 

Section 212 authorizes and directs the Maritime Commission to 
collaborate with vessel owners and shipbuilders in developing plans 
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for the economical construction of vessels and for propelling ma- 
chinery of a most modern, economical type— 


giving thorough consideration to all well-recognized means of propulsion, and 
taking into account the benefits accruing from standardized production where 
practicable and desirable. 

Here again, can it seriously be contended that authority to collaborate 
with vessel owners in formulating plans encompasses authority to 
construct vessels? Yet this is what counsel for Maritime argues. 

Sections 701 and 702 must necessarily be considered together. These 
sections must also be considered in conjunction with other sections of 
the 1936 act, particularly the other sections of title VII which pro- 
vide how ships built under section 702 may be used. The language 
of these sections taken wholly out of context might be considered as 
authorizing the construction for Government account of any vessels 
which the Commission determines should be constructed as part of an 
overall policy to foster the development of a strong American mer- 
chant marine. 

However, if you consider the language of the two sections carefully, 
and in the light of other provisions of the 1936 act, you will see that the 
circumstances under which the 702 authority to construct vessels comes 
into play do not exist in the case of these prototype vessels. The sec- 
tions are part of title VII, which is entitled “Private Charter Opera- 
tion”; they provide that whenever the Maritime Commission shall 
find—the finding to be approved by the President of the United 
States—that the national policy declared in section 101 and the objec- 
tives set forth in section 210 cannot be “fully realized within a reason- 
able time, in whole or in part,” under the provisions of titles V and VI 
the Commission is authorized to complete “its long-range program 
previously adopted” by resorting to the authorities contained in section 
702 and other sections of title VIT. 

Titles V and VI of the act provide for subsidy assistance in the con- 
struction and operation of vessels. As passed in 1936, this assistance 
was available only for the operation of vessels on the essential trade 
routes of the United States. So again, the basic objective of the act as 
referred to in section 702 is “to provide shipping service on all routes 
essential for maintaining the flow of the foreign commerce of the 
United States” (sec. 210). 

The Congress hoped that this objective could be accomplished with 
private ownership and private capital aided by construction and 
operating subsidies. But in the possibility that at the outset at least 
there might exist some deficiencies in the privately owned and operated 
fleet, it enacted title VII which contemplated the construction of vessels 
by the Government, which vessels were then to be turned over to pri- 

vate operators for operation on essential trade routes, or if no private 
operators could be found, to be operated by the Government itself, 
but again, only on essential trade routes. This was made clear by the 
language of section 705 which refers to the employment of vessels of 
the Cc ommission by steamship lines “on such trade routes exclusively 
serving the foreign trade of the United States, as the Commission shall 
determine are necessary and essential for the development and main- 
tenance of the commerce of the United States and the national defense.” 

Returning to the language of section 701, the following portions are 
significant : (a) The President of the United States must make a find- 
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ing based upon a complete statement of facts and circumstances to the 
effect that the objec tives of sections 101 and 210 cannot be realized 
under the prov isions of titles V and VI; (0) suc h finding must include 
a determination as to whether the deficiency in the merchant marine 
can be accomplished under titles V and VI “within a reasonable time” 
and (c) the authority to proceed under other provisions of title Vil 
has reference only to the completion of the Ms iritime Commission’s 
long-range program “previously adopted.” 

This was by authority given them in the 1936 act which has already 
been accomplished. Here, in order to give significance to the words 
“previously adopted” it must be concluded that. Maritime is not au- 
thorized to alter its long-range program merely to provide a basis 
for new construction. 

Summing up, the only authority Maritime has to construct vessels 
for Goverment account is contained in section 702. This is based on 
the conclusion that the Congress does not ordinarily authorize con- 
struc ‘tion of capital items such as buildings and vessels in terms such 
as “investigate, determine, and keep current records of” (sec. 211) ; 
or terms as “study,” “collaborate” (sec. 212); and the like. In fact, 
it is clear that the investigations, recordkeeping, studies and collabora- 
tion authorized by sections 211 and 212 were to be carried out with 
funds provided in the regular administrative expense section of 
Maritime’s Ss appropr iation. 

Under sections 701 and 702 of the 1936 act, Maritime is authorized 
to construct vessels where such construction cannot be obtained 
through the assistance provided by titles V and VI and where such 
action is authorized by the President, but only if the construction is 
necessary to provide adequate shipping service on the essential trade 
routes of the United States. That this is the proper interpretation 
of these sections is borne out by the fact that in 1950 when funds were 
requested for the construction of 35 Mariner-type vessels, it was deemed 
necessary to include in the appropriation item the language “without 

regard to the provisions of the Merchant Marine Act of 1936 with 
respect to essential trade routes.” 

With respect to the three prototype ships here involved, it has not 
been contended, as I understand it, that these ships are to be built 
under circumstances contemplated by sections 701 and 702. Certainly 
the atomic tanker is ae the type of ship which would be built for an 
essential trade route. I do not believe that a tanker has ever been 
considered eligible for subsidy aid under either title V or VI of the 
1936 act. The two prototype ‘dry cargo vessels are not being built to 
provide any necessary service on essential trade routes at. the present 
time. In fact, the indications are that even the Maritime Adminis- 
trator does not know the ultimate use to which the ships would be 
put. On the contrary, they are admittedly designed as austerity types 
for mass production in the event of a future war, and not for commer- 
cial operation. 

In view of the foregoing, it is my considered opinion, and the con- 
sidered opinion of my colleagues, both Mr. Tollefson and Mr. Allen 
and other members of the committee whom we have collaborated with 
that there is no authority in the 1936 act to build experimental or 
prototype ships. 
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Gentlemen, I have brought along, as I stated, Mr. Casey and Mr. 
Drewry of our staff. They are both experienced and I think know the 
1936 act from the day of its inception, the day of its passage in Con- 
gress, and they are subject to any questions you gentlemen might care 
to ask. 

Mr. Preston. Since the Maritime Administration officials have 
made a point of this in their brief, may I inquire of you as to what 
you think of this statement: 

The Congress has on at least three occasions recognized the propriety of con- 
structing prototype vessels under existing legislative authority. 

You are familiar with that |: inguage on page { 9 of their brief ¢ 

Mr. Bonner. Do you mean the 35 Mariners ? 

Mr. Preston. No. 

Mr. Bonner. What is past, that is past. I will ask Mr. Casey to 
answer. 

Mr. Casey. Of course, the question basically is whether or not it 
would have been subject to a point of order had it been raised. No 
point of order having been raised, and the question not passed on, it 
does not seem to me the fact that the ships were authorized by Con- 
gress necessarily indicates that authority did exist. 

Mr. CLevencer. Did your committee ever authorize the construction 
of the 35 Mariners? 

Mr. Casry. No, sir. 

Mr. Crievencer. That was turned over to us when the bills were 
presented, when it first came to our committee, about $350 million 
worth of ships, and your committee never acted upon that or the 
authorization for the building of those ? 

Mr. Casry. My understanding is there was no bill presented to 
the committee for authorization and the authority was contained in 
the appropriation item, and it is true the committee did not act and 
did not take a position at that time that it was necessary to act. 

Mr. Yates. I think we got a rule at that time. 

Mr. Bonner. I cited that in my statement. Off the record. 

(Discussion off the record.) 

Mr. Preston. Let me ask you 1 or 2 questions and I want each 
committee member to have an opportunity to ask questions. 

First of all, in considering whether or not the construction of three 
prototype vessels prev iously_ was without specific authority from your 
committee, the Merchant Marine and Fisheries Committee, we have 
to bear in mind that, although no point of order was made against 
the language, there is some responsibility resting upon the Comptroller 
General to make a determination in this matter before the funds can 
be expended as to whether the Maritime Administration was acting 
with appropriate authority to act. All funds expended in the United 
States Government are spent on that basis. There must be some 
authority for spendin 

Mr. Casey, you are shaking your head. 

Mr. Casey. I do not agree with you. 

Mr. Preston. Let me finish my statement and you then may 
elaborate. 

You are going to expound a new theory if you say you do not have 
to have authori ity for all funds spent by the United States Government. 

Mr. Bonner. You have transfers. 
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Mr. Preston. Now, it seems to me from the standpoint of the legal 
question that the whole thing boils down to sections 701 and 702 and, 
of course, there must be some looking back to the prior sections in 
the act to interpret sections 701 and 702. You have conceded in your 
statement, Mr. and I am not arguing this question with you, 
I, along with you, am undertaking to establish what is the law—you 
have conceded on page 5 in the second paragraph of your statement 
the following: 

Under sections 701 and 702 of the 1936 act, Maritime is authorized to construct 
vessels where such construction cannot be obtained through the assistance pro- 
vided by titles 5 and 6 and where such action is authorized by the President— 
and I underscore this— 
but only if the construction is necessary to provide adequate shipping service on 
the essential trade routes of the United States. 

I would like to hear from you and your counsel, if necessary, on the 
question of whether or not this whole thing does not revolve on the 
decision as to whether the construction of these vessels would be neces- 
sary to provide adequate shipping on the essential trade routes of the 
United States. 

Mr. Bonner. I touched on that in the statement. 

Mr. Rooney. With regard to the sté 
certainly the atomic tanker is not the type of ship that would be built for an 
essential trade route. 

What is the basis for that ? 

Mr. Casry. They have never subsidized a tanker under the 1936 act. 
Ordinarily a tanker would not be considered. 

Mr. Preston. The question is whether they can do it. 

Mr. Casey. The question is whether they are building the vessels 
to provide necessary service. They do not contend they are building 
these in order to provide necessary and adequate service on essential 
trade routes. 

Mr. Yates. Just experimental ships? 

Mr. Casey. That is right. I would like to refer briefly to your 
statement about the Comptroller General’s authority in this question. 
Of course, you are right a hundred percent in saying the Comptroller 
General is required ‘and compelled to take exception if moneys are 
spent without authority of law, but if money is appropriated for 
particular service in an appropr iation bill, that isthelaw. The C ae 
troller General has no authority, then, to go back and decide whether 
the money could have been spent or w hether the item would have been 
subject to a point of order. That is the question here. 

If the item is in the appropriation bill and passes, the Comptroller 
General will authorize the expenditures. No question about it. 

Mr. Preston. I guess that is a fair and accurate statement. 

When a matter of determination is to be made as to what is and is 
not adequate, and the matter is confirmed by the President as set out 
in section 701, then it would seem that it would give rise to a real close 
legal question as to whether the Maritime Administration is acting 
within existing authority to build the vessels. 

Mr. Casey. If it were that kind of question, I would agree, but I 
do not believe that is the type of construction that was contemplated 
by 701 because under 701 what they wanted to do was this: In the 1936 
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act they said “All right, from now on we are going to have a new deal, 
going to have direct subsidy assistance” that had not been provided 
prior to that time—“so make a study and decide how many ships you 
need on these essential trade routes, how many ships you need on the 
route to Europe, how many on the routes to the Gea East, and find 
out how far you can go toward fulfilling those under private operation, 
private charters, and private construction under titles V and VI. If 
you find that you cannot do that, at least temporarily, then you can 
vo ahead and build ships for Government account, but only if you find 
you cannot do it under title V and VI within a reasonable time.’ 

They provided “when you build them, charter them to private op- 
erators, if you can possibly find a private operator. If you cannot 
find one, temporarily the Government can operate but always with 
the idea that there would be a privately owned and operated Amer- 
ican merchant marine with essential services on the trade routes.” 

The present situation is, they have made no determination, as prelim- 
inary to asking for construction of these ships, that any one service 
is inadequ: tely served. Under the law they have the right to compel 
existing companies to increase their ships if they think it is necessary 
to serve that trade route. They have not made any determination as 
contemplated in 701 that “such and such trade routes do not have 
enough ships and we have tried everything we can do to get title V and 
VI to help us.” They have not done those things. The sole excuse that 
Maritime gives is the President sent the budget up and that is tanta- 
mount to approval by the President under 701, but 701 contemplates 
a complete statement of facts and circumstances presented to the Presi- 
dent and those facts and circumstances were to include what we have 


done to try to get the private operators to build these ships, what serv- 
ices are inadequately served, how much are they inadequately served, 
how much do we have, how many do we need, and what is the a 


within a reasonable time of getting this done. None of that 
done in this case. 

Mr. Bow. I raised that question when Maritime was before us and 
their answer is that the inclusion of this amount in the budget meant 
that the President had given that consideration or he would not have 
included it in the budget request. 

Would you care to address yourself to that ? 

Mr. Casey. I maintain, sir, that is not the kind of finding and con- 
clusion that was contemplated by section 701 by the President. 

Mr. Bow. We do not have before us what the conclusion of the 
President was or what he determined when he submitted this in the 
budget to us. Is it your contention that we should look beyond his 
mere submission to us in the budget and determine upon what basis he 
included the item. 

Mr. Casey. I have further support for my position. In April 1938 
Maritime made a determination at that time that the long-range pro- 
gram that they then agreed upon could not be fulfilled under titles 
V and VI. They outlined in their finding, contained in the minutes 
of their meeting, why they came to that determination; they presented 
that to the President and the next day the President approved it. 
Now, that was the kind of finding and determination 701 contemplated. 

Mr. Bow. Was that later implemented by appropriation ? 


ras been 
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Mr. Casry. That was merely giving them authority to request 
appropriation. 

Mr. Bow. What was submitted to the Appropriations Committee? 
Were all those findings of the President and minutes of meetings 
submitted to the committee, or was it included in the budget as in 
this instance ? 

Mr. Cassy. I do not know. I asked the General Accounting Office 
to look into the records of the Maritime Administration and supply 
the committee with whatever they find along this line. This is pres- 
ently on the way up to my office and I have asked them to send it 
over here, whatever they do find on that particular point. 

Mr. Auzen. I think at that time the revolving fund of the Maritime 
Commission was available. 

Mr. Bow. It seems to me that is important. I raised the question 
of whether or not we may presume by the inclusion of the amount in 
the budget by the President that the provisions of section 701 have 
been complied with, or whether it becomes incumbent upon this com- 
mittee to go beyond the President’s request of the funds to determine 
whether or not he had the authority and had done the things necessary 
under the law in order to include it in the budget. That is the thing 
that gives me concern. 

Mr. Tuomas. The history of this act is that it is very broad. Mari- 
time Commission has always assumed that they had all the authority 
under the 1936 act to do anything on earth they wanted to do. 

As a matter of fact, they had a revolving fund and with that 
revolving fund they did everything. The Appropriations Commit- 
tee took that revolving fund away from them so that they would 


have to come to some committee and justify the expenditure of the 
funds, because the legislative act is broad enough for them to do 
oe they want to if they have the money. “That was the real 


reason Congress took the revolving fund away in either 1946 or 1947, 
right after the war. 

Mr. Casey. 1948. The existence of that revolving fund, construc- 
tion fund, is the answer to your question, Mr. Bow, because at that 
time they could spend money 

Mr. Bow. That answers it as to that time, but not as to now. I 
suppose this committee will have to decide whether we go beyond the 
President’s request to determine whether or not all the conditions 
have been complied with or whether we are to assume they have 
been by the President’s including it in the budget. 

Mr. Casry. That is true. As some indication that that is not the 
type of finding that has been made, the Maritime Administrator testi- 
fied before your committee as to what he is going to do with these 
ships afterward—and this is almost a verbatim quote— —“We are going 
to try to charter these or sell them to private operators,” indicating 
they do not know what routes and services they are going to be de- 

signed for. 

Mr. SHetiey. Has there been any indication to the chairman of 
the Merchant Marine Committee or yourself, Mr. Casey, that there 
has been interest or request on the part of any operators for this 
type of ship or have they been consulted on the type ship ? 

Mr. Bonner. You served on the committee. Industry has always 
said, “if we were consulted on ships and advised with on ships, they 
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would be built for specific trade routes.” Every one of the ships, the 
Mariners, have to be reconditioned for this or that trade route, which 
entails additional expense. We are not opposed, as Mr. Allen has 
often said and you say; we all want to build ships, but we want to build 
them in an orderly manner. Does that answer your question ¢ 

Mr. eee Any further questions ? 

Mr. Bow. I am in complete sympathy with the Maritime Commit- 
tee. I Sale the legislative committee has a problem and I think 
we do also so far as this budget request, and to me, in my opinion 
the request resolves itself into whether or not there has been a com- 
pliance with section 701 on whether we go bevond—again I repeat— 
whether we go beyond the budget request or whether we have a right 
to presume that under the budget request 701 has been complied w ith. 
I do not want to invade at all the prerogatives of the legislative com- 
mittee; they have done a grand job in the last few months. 

Mr. Bonner. May I say somehing in reply to Mr. Bow? 

Mr. Bow. Yes, indeed. 

Mr. Bonner. Last October when I addressed the Propeller Club. 
which is all the industry, I said we looked forward to the Maritime 
Administration’s program for ship construction and we would give 
prompt attention to it, and I invited them to send down a program. 

Mr. Bow. Let me ask this question to get that in the record: Has 
the Maritime Commission ever submitted to the legislative commit- 
tee, your committee, a program for the construction of these vessels ’ 

Mr. Bonner. No, sir. 

Mr. Bow. Has it ever been considered to your committee? 

Mr. Bonner. We wrote a letter to the Maritime Commission and 
sent the chairman of this committee a copy inviting them to send 
down the program, to send down a bill, and it would receive our 
immediate attention because we wanted to have the industry in. We 
are for private industry. We want to get private industry in this 
field. And private industry, one firm of them, is ready to spend forty- 
odd-million dollars, but they want to build ships like they want. 

Mr. Horan. I fully agree with Mr. Bow and I think we arrive at 
the very crux of the relationship that exists between the Appropria- 
tions Committee and the legislative committee. Certainly we do not 
want to do anything on this committee that is counter to the purposes 
of a good committee like is before us now. The question, of course, 
comes to me, Mr. Chairman, whether or not they have seen this sort 
of rebuttal that has come from the Maritime Commission—these mem- 
orandums. Have they seen it? The thing that bothers me is where 
do we go from here? We are 10th in shipbuilding in this country 
and presumably the 1936 act was to keep our flag on the sea. I think 
some clarification ought to be had with industry now through your 
committee, Mr. Bonner, so that we know what our instructions are 
and have it very clearly before us because we have the issue now very 
squarely in our laps. That is the way I feel about it. I think we 
ought to have some action. 

Mr. Bonner. Let me tell you some experience under Mr. Tollefson’s 
chairmanship of this committee. Mr. Tollefson passed out what is 
known as the Tanker bill. All the testimony was that we needed a 
specific type of tanker with a speed of 18 knots. The entire testimony 
is based on 18-knot tankers. Well, immediately after the bill became 
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law the Maritime Commission let tanker contracts for 16 knots, and 
we had them down before the committee. We have a responsibility 
as well as you. 

Mr. Preston. We recognize that. 

Mr. Bonner. We are here in the most friendly manner. This sub- 
ject has given trouble to you and everybody else. I think we have 
it in hand now and with your cooperation, Mr. Allen will keep it 
in hand, I will keep it in hand. 

Mr. Preston. Mr. Miller? 

Mr. Miuier. I have personal knowledge of the problem that besets 
the Merchant Marine and Fisheries Committee. I served on it many 
years with pride and there have been circumstances mentioned that 
were unavoidable that have hampered its work, but as of now what 
can we do? The question of appropriating for whatever is to be done 
this coming year 1s upon us and we, like the Merchant Marine Com- 
mittee, many of us are very much interested in seeing a sound pro- 
gram go forward where our shipping interests are given a fair chance 
to operate and the national interest is protected. 

Now, unfortunate as it may be if we are in a snarl due to legal 
technicalities, I may say as a curbstone opinion, that Mr. Bonner’s 
statement here is very strong. I have not examined the other side of 
it, but assuming it is entirely right, what are we going to do as of 
now when we are supposed to mark up a bill in a very short time? 
That is what disturbs me. We do not want to perpetuate anything 
that is wrong. 

At the same time we do not want to allow a situation which is cer- 
tainly not the fault of the Maritime industry and private enterprise, 
to block a program that may be essential for it and also important 
to the national defense. 

I would like to hear what Mr. Bonner and Mr. Tollefson and Mr. 
Allen and the rest of our friends here suggest we do right now. 

Mr. Bonner. Off the record. 

(Discussion off the record.) 

Mr. Rooney. Awhile ago, Mr. Bonner, you said something to the 
effect that the maritime industry wanted ships constructed that they 
wanted 

Mr. Bonner. Yes. 

Mr. Roonry. Would it be proper to infer from that that the mari- 
time industry is opposed to the granting of this appropriation ? 

Mr. Bonner. No, sir, but the maritime industry always says to us: 
“We would like to collaborate a little bocause we are the even‘ual ones 
that will put private money in these ships.” 

Mr. Yares. Is there no way for the maritime industry to make 
its opinion known to the Maritime Board now? Would a better 
way be for them to appear before your committee ¢ 

Mr. Bonner. Had the bill come down we would have had the Com- 
mission, Mr. Morse and his staff, and we would have invited industry 
to testify on the bill as to what type of ships should be built. 

Mr. Preston. Mr. Toffelson, we will be glad to hear from you. 

Mr. Tortierson. After I had requested to be heard Mr. Bow and 
Mr. Horan touched upon what I had in mind, which I thought might 
have been overlooked. 

There is a legal and technical aspect which the committee should 
consider but one thing that concerns me is policy and practice of Con- 
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gress. It is true that assuming there is authority in the legislation 
for the Maritime Administration to come and ask funds of the Ap- 
propriations Committee there is yet this other matter which I think is 
of considerable importance. Even though the President has recom- 
mended this appropriation, it does not necessarily mean that the Ap- 
propriations Committee is going to give the money. I suppose there 
are innumerable instances when an administrative department, with 
the support of the President, requested funds and nonetheless the Ap- 
propriations Committee said “No.” I would assume that happens 
every year. 

The thing that bothers me is this matter of the legislative committee 
being bypassed and we think that is of considerable importance. We 
are not here, I am sure, to invade—— 

Mr. Roonry. I can assure you no member on this side of the table 
is in the slightest inclined to bypass the legislative committee. I can 
assure you that. 

Mr. Totzerson. I did not necessarily have reference to that. I was 
referring to Maritime. It is not that we want to invade the jurisdic- 
tion of this committee, either. We appreciate you want to be in- 
formed on requests for appropriations. It is only that we like to feel 
that we are a part of Congress, too, and that like other legislative com- 
mittees we would like to be able to recommend to the Congress and to 
this committee any appropriation. So that is what bothers me most. 
It would seem to me that we could establish, with the help of this com- 
mitte, a practice and policy similar to that, for instance, followed by 
the Armed Services Committee. 

As I understand it—I may be mistaken, but the Navy has authority 
to build ships and they come directly to the Appropriations Commit- 
tee and ask for funds and have authority for the committee to recom- 
mend them. But it seems to me I have seen :ny number of authoriza- 
tion bills come before Congress out of the Armed Services Committee. 
That is standard practice. I think that is the practice that I would 
like to see with respect to our matters. 

Mr. Preston. Thank you, Mr. Tollefson. 

Mr. Auten. I have a few comments. First, with regard to holding 
up a program which might be necessary now, early this year when 
the plans were known I believe our chairman wrote to the Maritime 
Administrator and suggested to him that there was no authorization in 
the law for the program and that legislation should be introduced. 
Later on that level the Administrator wrote the committee saying that 
bills would be sent up for introduction and in the process of sending 
those up someone higher than the Maritime level blocked them. It 
occurred to me, if there is no authority now, it is not our action in Con- 
gress delaying the authority, it is the action of the Administration 
going ahead and having been warned there was no authority but taking 
a chance that they had, and it seems to me we are in a spot now where 
we have to give in to their pressure on a rush job or have to maintain 
the stand we originally seok and insist it be authorized. 

The second comment I have is this. This has to do with the Mariner 
program. Those ships were built without hearings before the commit- 
tee and no opportunity for the industry to appear and say what they 
would like for their own trade routes. 
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Asa result, I think 11 of them have now been sold and all have been 
reconverted at considerable expense, 1 to 4 million dollars per 
vessel, the original cost being about $9 million. In each case, with the 
exception of one, the conversion has been a subsidized transaction. 

So we find in that case that the Federal Government not only subsi- 
dizes the construction but later subsidizes tearing out of the work that 
it has already paid for in part and replacing it with what ought to have 
been there in the first place. 

There is, I believe, a policy of the Appropriations Committee in- 
volved that we want to save the Federal Government money in the 
first place, and it is a matter of having to insist that there be an op- 
portunity before the legislative committee to hear the industry as well 
as the Maritime Commission with regard to the requirements of each 
vessel for each trade route. I believe we would save possibly five or six 
million dollars of subsidy on our side and an equivalent amount to 
the operators had the Mariner program been subject to that type of 
review. 

Mr. Horan. We might find ourselves on a spot on this subeommit- 
tee because if we deny the funds, which is what you have asked, we 
might find this thing in conference and we would be on a continual 
hot seat on this subject because the other body might allow this 
program. 

Mr. Rooney. You can be sure of it. 

Mr. Presron. I have one final question. 

Mr. Bonner, in the event this committee determines it should not 
allow these funds because of lack of authority, and legislation is sent 
to your committee, is it your purpose to hold hear ings? 

Mr. Bonner. Immediately, and they have the bill uptown. If they 
send it to us, we will call this committee in immediate session. 

Mr. Preston. Thank you very much, gentlemen. 

Mr. Bonner. Thank you gentlemen, very much. 


Tuurspay, Aprin 12, 1956. 
SMALL Business ADMINISTRATION 


WITNESS 


HON. GERALD R. FORD, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MICHIGAN 


Mr. Preston. The next witness we will hear will be our distin- 
guished colleague, Mr. Gerald R. Ford, of Michigan, who, as we all 
know, is very much interested in the appropriation for the Small 
Business Administration. 

Mr. Ford, we know you had an unfortunate tragedy strike your 
district recently when a tornado leveled much of your district. We 
certainly sympathize with the people you represent and are glad to 
have you appear today and testify in behalf of this appropriation. 

Mr. Forp. Mr. Chairman, when the Congress passed the Small Busi- 
ness Act of 1953, it recognized the need for an independent Federal 
Agency to encourage, foster, and assist small-business enterprises. 
It created in this act a Small Business Adminisrtation to help.small 
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firms across the country remain strong and healthy by providing 
assistance in those areas where competitive handicaps seemed to exist ; 
in securing adequate credit, in obtaining Government contracts and 
in securing managerial and technical advice with which to improve 
their oper ations, 

The Congress again recognized this need when the Small Business 
Act of 1953 was amended last year, and its provisions were extended 
for another 2 years. 

I understand that the Small Business Administration has submitted 
a request for $7 million for salaries and expenses during fiscal 1957 
and that $ $50 million is needed for its revolving fund. 

In my opinion, the agency has done a good job during the past 
year with very limited staff and funds. T feel most strongly that 
this committee should recommend an appropriation suflicient for 
SBA to continue and expand its activities. In its several programs 
we have a means for maintaining a healthy competitive economy in 
peacetime and for developing a productive potential which will be 
needed in the event of a national emergency. 

I should like to mention, briefly, the accomplishments of the agency 
since it was established. 

SBA has approved through March 15, 1956, business loans for 2,268 
small firms in a gross amount of $131,086,973, and hundreds of other 
firms have been provided with financial advice and assistance. 

In this field the agency works closely with private lending institu 
tions, and more than two-thirds of its business loans have been in 
participation with banks. Its financial-assistance program was de 
signed by the Congress, and properly so, to supplement the facilities 
of | private finance ial institutions. 

SPA recently launched a special lending program, directed at help- 
ing the very small concerns, particularly. those in the wholesale, re- 
tail, and service trades. Already the agency has made a number of 
a under this new program, and applications are coming in at a 

sadily increasing rate. These loans, too, are made in cooperation 
Ww vith private b: anking institutions. 

SBA has agreements with the Department of Defense and other 
procuring agencies of the Government whereby all or portions of par- 
ticular procurements are set aside for exclusive bidding by small busi- 
ness concerns. Through this cooperative contracts-assistance program 
agreements have been reached to set aside more than $914 million 
in Government prime contracts. (As of March 25, 1956), more than 
9,757 individual contract awards have already been made to small 
firms under this program. In addition, millions of dollars worth of 
subcontracts have been awarded to small-business firms as a result of 
SBA’s referral of subcontract opportunities. In this instance the 
agency itself contacts prime contractors in an effort to determine how 
small firms may participate in the production of the item in question 
and then notifies small firms of subcontracting opportunities. 

Another valuable service performed by SBA is in the field of pro- 
viding management and technical assistance to small businesses. The 
agency mi akes available on request many management and technical 
public ations written by recognized experts in private industry. 

SBA also cosponsors management short courses with leading colleges 
and universities. Several hundred owners and managers ‘of small 
concerns have taken advantage of these courses. While a small-busi- 
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ness man may be an expert or specialist in one field, he frequently finds 
that his knowledge of other areas essential to successful operation of 
a company is limited. These courses then, serve a useful purpose by 
enabling him to operate more efficiently. 

Through its products-assistance program, SBA also makes it possi- 
ble for small firms to learn about new processes and products, as well 
as patents that are available for public use. This is a pioneering effort 
through which more than 6,000 firms have already been provided 
assistance and advice. 

Another of SBA’s services—one which I feel is particularly impor- 
tant because of its humanitarian aspects—is that of making loans at 
3 percent interest to owners of homes and businesses damaged by tor- 
nadoes, floods, hurricanes, and other natural disasters. 

Almost 4,000 disaster victims have been given this assistance by 
SBA. The total amount of these loans to date is more than $44 
million. 

When the hurricanes and floods hit the Northeast States last fall, 
SBA moved in quickly, set up temporary loan offices, and helped in 
substantial measure toward rehabilitating business and homeowners 
there. 

Then, at Christmas time, when the west coast was hit with disas- 
trous floods, the agency again took quick action to help disaster 
victims. 

When a tornado hit my own State of Michigan last week SBA 
quickly declared the stricken counties as disaster areas, and at this very 
moment employees of the agency, in cooperation with local officials 
and private banks, are busy processing loan applications from those 
who need assistance. 

The major damage in Michigan was in my congressional district. I 
have found that of all the Federal agencies involved the SBA has one 
of the best programs for aiding those who must borrow money to 
rebuild or repair homes or businesses. It has already set up offices 
at Standale and Hudsonville in the storm area. 

Every homeowner and businessman is, I am sure, glad to know 
that when a calamity strikes a community in this great country of 
ours there is a Federal agency such as SBA st: anding by to offer 
financial assistance to disaster victims. 

I want to go on record as recommending that an adequate revolving 
fund be maintained so that SBA can continue its disaster functions. 
None of us know when natural catastrophes will strike—or where they 
will strike—but we do know that they do occur. 

These disaster funds are not grants from the Federal Treasury, they 
are loans. The money will come back to the agency’s revolving fund, 
so that it can be used again and again. 

We are all familiar with the problems which confront small firms 
in their effort to compete with large business concerns. We also know 
the contribution which has been made to our economy by the small- 
business man both in peacetime and during national emergencies. I 
feel it is most important that we provide him with assistance in those 
areas where assistance is otherwise unobtainable. With adequate 
funds the Small Business Administration can fulfill what I believe 
to be a most important and proper function in the maintenance of a 
sound economy today. 

Mr. Preston. Thank you, Mr. Ford; we appreciate your statement. 





APPENDIX 


Fire Protection System, Canau Zone 


(The following letters were supplied in response to interrogation on 
, 9: 
p. 689:) 


Mr. R. G. Connon, 
President, International Association of Fire Fighters, Local 13, 
Margarita, C. Z. 

Dear Mr. Conpvon: It has been brought to my attention that the proposed 
consolidation of fire-fighter operations under the Canal Zone Government, as 
discussed in previous correspondence, has raised certain questions and may not 
be clearly understood by members of your organization and others interested. 
I am therefore taking this opportunity to clarify for you our employment and 
wage policies as they apply to the firemen. 

They are the same general policies applicable to other occupational groups 
that may be affected by application of the established basic recruitment area 
principle which was clearly enunciated in connection with the ratification of the 
1955 treaty with Panama. Briefly stated, this principle is to the following effect. 
Those categories for which employees must be recruited from the continental 
United States, and those positions which must be filled by United States citizens 
in an event for reasons of security, will of course continue to be paid at the rates 
paid for comparable employment in the United States. Occupational categories 
filled by recruitment from the Panama area labor market will be paid at rates 
based on the local prevailing rates for comparable employment in the Panama 
area. 

In the development of the fire-fighting consolidation plan which the Defense 
Department and the Canal Zone Government have agreed upon, an administrative 
determination was made that positions of fireman, in contrast to the officer 
positions, could be filled by recruitment from the isthmus, which would constitute 
the basic recruitment area. Such recruitment and the corresponding application 
of locality rates of pay for this category are more economical both in direct and 
indirect costs, and are otherwise more desirable as a matter of policy in the 
administration of this overseas facility, than the recruitment and maintenance of 
personnel from the United States. We believe, and it has been officially recognized 
by the Civil Service Commission and elsewhere, that the conversion to the use 
of locality recruitment and locality rates of pay is clearly for such cause as will 
promote the efficiency of the service. 

Under the fire consolidation plan there will be a greater number of supervisory 
or officer positions than there are civilian United States citizens presently qualified 
for such positions in both the Canal Zone Government and Armed Forces systems, 
by reason of the necessity of replacing with civilians the uniformed members of 
the Armed Forces now occupying such positions. Therefore, no reduction in 
force of officers will be involved. On the contrary, a substantial number of 
present firemen can reasonably expect to be promoted if they can meet the 
promotion requirements for officer grade. It is not likely, of course, that officer 
positions will be available for all present firemen. 

Those firemen who are not promoted to officers will not lose their jobs but 
will remain as incumbents of the fireman positions converted to the local recruit- 
ment basis. And such incumbents will be protected because, under the plan, 
their individual rates of pay existing at the time of the conversion action will be 
continued, or “‘grandfathered,’”’ as personal rates. These incumbency rates will 
be on a status quo basis, that is, they will continue to be paid without increase 
while the individual continues in the same position. 

I wish to emphasize that, in the implementation of this policy, there will be 
no reductions in force of firemen resulting solely from the utilization of locality 
recruitment practices. Reductions in force could, of course, occur at a later 
date as a result of the curtailments in functions or units, in which case all em- 
ployees in the same occupational category would be affected alike. At the time 
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of conversion and consolidation, however, no reductions in force of present 
personnel are contemplated. 

I have been surprised at statements by individual firemen that the plan calls 
for replacement of some 25 American fire fighters with 146 Panamanian citizens, 
erroneously implying that United States citizens will lose their jobs and that 
the consolidation plan calls for more personnel than at present. As explained 
above, the plan protects present employees. As to total personnel, as of last 
fall when the plan was developed, the Armed Forces and Canal Zone Government 
fire organizations employed a total of about 360 men, including American civilians, 
military personnel, and citizens of Panama. Under the consolidated plan, the 
military will retain some 80 men for “crash’’ fire fighting and inspection, and 
the rest of the fire-fighting protection for the entire Canal Zone will be furnished 
by the Canal Zone Government with fewer stations and engines than at present 
and with a total of not more than 202 men. The plan is expected to result in an 
estimated overall savings to the United States Government of more than $600,000 
a vear. 

As mentioned in previous correspondence, the plan for the Canal Zone Gov- 
ernment operations contemplates the use of 14 of the present 21 stations, and 
18 of the existing 33 manned fire engines. Each engine will be manned by 1 
officer and 3 firemen. The qualifications and other requirements for the officers 
will necessitate use of the United States as the basic recruitment area. Accord- 
ingly, under the plan, the total force will include 56 officers and employees for 
whom the United States will be the basic recruitment area, and 146 firemen and 
other employees for whom the isthmus will be the basie recruitment area. The 
United States citizen incumbents who will remain at frozen United States rates 
of pay are of course included in the 146 firemen positions. 

I hope the explanation above will clarify any misunderstandings which may 
have arisen as a result of the announcement of the plan of consolidated fire- 
fighting operations. It will be appreciated if you will bring this to the attention 
of your members for their information. 

Sincerely yours, 
J. S. Seysoup, Governor. 


CaNnaL ZONE GOVERNMENT, 
Balboa Heights, C. Z., March 18, 1956. 
Mr. R. G. Connon, 
President, International Association of Fire Fighters, Local 18, 
Margarita, C. Z. 


Dear Mr. Convon: Reference is made to my letter of March 8, 1956, concern- 
ing certain personnel policies involved in the proposed consolidation of fire fighter 
operations in the Canal Zone. 

In connection with the proposed conversion of firemen positions from positions 
for which the continental United States is the basic recruitment area, to positions 
for whom the Isthmus of Panama will be the basic recruitment area, I think you 
will be interested in knowing that we are giving careful and sympathetie study 
to a proposal that the so-caHed grandfather clause, which would ‘save incum- 
bents’ rate of pay at the time of conversion, be liberalized somewhat..so as also to 
save to the incumbent any automatic-type increases that normally attach to the 
particular position and grade. 

The question involves considerations of law as well as of policy. Although 
favorably disposed, I am not in a position to state a final decision on the point at 
this time. However, I felt that the firemen should know that if it is determined 
to be permissible and feasible the added protection will be accorded to incumbent 
firemen in the converted positions. 

Sincerely yours, 
J. S. SeyBoup, Governor. 


ALLOWANCES UNDER SUBSIDIES FOR PAYMENT OF TAXES 


(The following material was supplied in response to interrogation 
on p. 825:) 





1011 


Information on Federal income-tax estimates 


Income taxes; Portion of subsidy esti- 
for calendar mated to cover Federal 
year 1955 as income-tax liability 
reported by 
carriers to 

CAB on Fiscal year Fiscal year 
form 41 1955 1957 


(1) 


Continental_ __ ee ge ee 000 
Northeast iat : AO } 000 
Allegheny ae Se ee ea ; l 0 
a a are ee ee io | t) 0 
Central__- Scat See 5 cel 0 
Frontier __ 7 i : 73, 74, 6: 74, 627 
Lake Central_-___-.- aoe ee 2 0 
Mohawk. Peg tats ne pads ; : nae , , 000 
North Central_.......-- : bi oes azine 8, 0 
Ozark- a atiaiese : ae aa 0 
Piedmont- . _ -..-- wabaaen ‘ ; 35, 966 (4) 33, 512 
Southern .<- a aan as = alt 3, ! 0 
Southwest -_- Bas ce ae : ao a 58, 56! . 483 | 000 
Oa winnie 97,801 | E 791 
i ftll—=—eee oi eae ee 1) 0 
ini 6 Cis cicraga Santuhian, oT eo oan 568 : , 000 
Los Angeles_ __ .- Pare aera ‘ ; 000 
New York ie earned se 7 3, 85, 000 
Alaska Airlines. ..-- iad cetegahaa cations 0 
oe So * a a ut : 9, 9, 380 
ert noo ate se eweaees : a 3 : , 219 
Cordova paidiaeie eP ees Oe ; 24, 1k 5, . 794 
Ellis... ; ane ane anaes es ae 20, 68 28, 28, 516 
Northern Consolidated - - -- ; ; : ae 24, 04! ; 47, 542 
Pacific Northern...............---- Saad ma ae 3, 35¢ 50, 000 
Reeve ahaa init dealer sc ae tee aa 9, 5, . 754 

aut eet 4 ¥ 37, 361 
Hawaiian. Fe sehes i . ee panatiis | 0 
Trans-Pacific. ..-...-.. Ge  . rere 8,115 0 
Braniff se a ir eS a 553, j ; 587, 000 
Caribbean Z ieee as ee an ie oe , 18, 000 
Panagra. -.. ae 800, 000 
PE SI oceccdcanccae Sila ideas eal 7, 220, 000 i | 9, 310, 000 


! Final mail rates not yet established for all or part of fiscal year 1955. 


Net Wort or Arr Carriers 


(The following information was supplied in response to interrogation 
on p. 856): 


Civit AERONAUTICS BoAaRD 


The following tables show the net worth of each air carrier certificated to carry 
mail for the period beginning with 1938 or date of service inauguration. The 
data shown has been taken from the form 41 reports, or other reports, which the 
varriers filed with the Civil Aeronautics Board. Amounts shown in parentheses 
denote negative figures. 
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American Airlines, Inc. 


Net worth (as at Dec. 31) 


| 
| 
| Capital | Capital | Karned 


stock surplus surplus Potal 


$2, 900, 7% $30, 743 ($1, 882, 388) | $1, 049, 074 
3, 533, 200 | 1, 388, 863 (381, 183)} 4, 540, 880 
8, 903, 1: 1, 456, 345 1, O11, 249 11, 370, 724 

10, 848, 4 1, 942, 683° | 2, 516, 845 | 15, 308, 008 
10, 848, 1, 942, 683 5, 293, 781 18, 084, 944 
10, 848, 480 | 1, 942, 683 9,161,971 | 21, 953, 133 
6, =} 5 | 5, 855, 878 13, 126, 858 | 25, 918, 021 
6, 452, 8 38 | 6, 267, 434 16, 172, 303 28, 892, 575 

46, 452, 6, 159, 654 14, 479, 935 | 67, 092, 425 

46, 452, 83: 6, 159, 654 8, 412, 879 | 61, 025, 368 

46, 452, 8 6, 159, 654 | 4, 586, 911 57, 199, 400 

46, 452, § 6, 159, 654 10, 331, 482 62, 943, 971 

46, 452, 835 6, 159, 653 17, 718, 078 70, 330, 566 

46, 460, O85 | 6, 237, 229 23, 637, 779 | 76, 335, 093 

46, 467, 665 | 6, 308, 764 31, 520, 222 84, 296, 651 

46, 471, 765 | 6, 353, 514 40, 297, 528 93, 122, 807 

46, 636, 245 8, 159, 340 | 49, 459, 834 104, 255, 419 

29, 539, 662 26, 169, 093 61, 163, 963 116, 872, 718 








Net worth (as at Dec. 31) 


— ss ; 
Capital Capital Earned | Total 
stock surplus surplus | ° 


each iad , 083, 330 | $783, 705 $224, 646 $3, 091, 681 
1939 ae ; , 149, 365 | 543, 598 1, 108, 470 3, 801, 433 
1940 a cach 562, 553 5, 921, 758 2, 449, 461 8, 933, 772 
ess akin scl ccpamale : 573,183 | 6,017,428 | 4, 059, 167 10, 649, 778 
1942 ‘ . : 575, 608 5,811,351 | 6,179,134 12, 566, 093 
1943___ ad 4 : 590, 194 5, 962, 007 9, 355, 993 15, 908, 194 
TN steiicninneka ea ioe 590, 244 5, 963, 557 10, 855, 331 17, 409, 132 
1945 ‘ : ; 597,160 | 6, 167, 921 12, 429, 592 19, 194, 673 
1946 wire eoniebs , 395, 572 4, 416, 847 15, 591, 449 22, 403, 868 
1947 _. , 395, 572 4, 416, 847 16, 251, 753. | 23, 064, 172 
1948 395, § 4, 416, 847 18, 598, 623 25, 411, 042 
1949 4, 416, 847 20, 566, 528 27, 378, 947 
1950 305,572 | 4, 416, 847 25, 225, 732 32, 038, 151 
1951 395,572 | 4,416, 847 31, 259,934 | 38, 072,353 
1952 478,601 | 5, 454, 710 38, 555, 257 46, 488, 568 
1953___- 478, 601 5, 454, 710 45, 237, 464 53, 170, 775 
1954 485, 868 5, 612, 767 51, 148, 744 59, 247, 379 
1955_- 504, 127 6, 009, 900 61, 964, 401 70, 478, 428 





sopepe ponenepe peso ee 





Trans World Airlines, Inc. 


Net worth (as at Dec. 31) 


ee | tg . 
Capital Capital Earned ae 
stock surplus | surplus Total 


| 
UR sci aS ead ae 54, 2: $2, 697,789 | ($1, 362, 769)| $5, 489, 250 
1939 RAE LIPS ; 2,684,562 | (1, 478, 080) 5, 360, 712 
Dns oe aa ren eee cence 3, 756, 948 (1,315, 360)| 7, 191, 588 
1941 pet ets ae ; s 52, § 3, 757, 830 | (776,118)| 7, 734, 622 
1942 a : . 754, 975 3, 760, 732 2, 786,486 | 11,302, 193 
1943 eee ik ee oe 4, 825, 865 3, 918, 311 4,877,865 | 13,622,041 
1944___... Ra eae eee Ee 4, 877, 930 4, 073, 807 7,618,952 | 16,570,689 
1945 aes each oe 4, 927, 425 4,485,407 | 9,085,015 | 18, 497, 847 
sn PACES TE Si cake 4, 929, 645 4,508,230 |  (5,260,356)| 4,177, 519 
1947... at ates eae tee 4, 930, 090 4,509,477 | (12,649,080), (3, 209, 513) 
RO ke ge we swcocusce| 50,008,000 9, 674,513 | (11,308, 285)| 8, 469, 028 
es Fock tec eewscs| 22508 000 11, 492, 710 | (2, 660, 424) | 20, 955, 646 
1950 eT Ea casauccaesl "See 11, 524, 559 3, 814, 2 27, 475, 131 
1951_- : : 12, 149, 360 11, 564, 210 10, 379, 230 | 34, 092, 800 
1952 came ssa oy ok 16, 649,820 | 22, 327, 391 12, 631, 869 |* 51, 609, 080 
OO ers hee SOE 238 16, 665, 605 22,357,187 | 17,672,074 | 56, 694, 866 
1954 Bee Bese an ee 16, 682, 730 | 22, 410, 972 | 27,989, 196 67, 082, 898 
1955_....- eigen meets: ice couiaa 16, 684, 124 22 417,252 | 33, 383, 409 | er) ere 72, 484, 785 
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United Air Lines, Inc. 


Net worth (as at Dec. 31) 


Capital Capital Earned 


Total 
stock surplus! surplus - 


# 


"2, 25! ), 373, 378 (1, 967, 540) , 908, 098 
(428, 785) 3, 446, B48 

149, 040 024, 673 

), 373, 378 , 046, 404 , 922, 037 

», 378, 561 21, 383, 071 

, 897, 616 37, 405, 326 

, 492, 415 , 831, 324 37, 924, O82 

, 144, 417 , 676, 308 37, 693, 102 

, 000, 000 3, 087, 800 , 422, 477 

13, 529, 862 2, 436, 513 , 139, 142 

30, 172, 13, 316, 608 5, 200, 555 , 689, 930 
29, ¢ 566 14, 000, 000 , 946, 860 53, 946, 426 
27, 026, 391 17, 004, 162 3, 249, 734 57, 280, 287 
46, 677, 124 19, 359, 430 20, 852, 705 86, 889, 259 
46, 176, 987 18, 668, 582 26, 334, 554 91, 180, 123 
45, 578, 490 18, 742, 196 31, 565, 250 95, 885, 936 
32, 062, 275 34, 132, 682 37, 365, 186 103, 560, 143 


7, 497, 961 $6, 373, 380 ($2, 234, 108) 637, 233 


AAI) 


1 Reflects $6,855,583 of earned surplus transferred to capital surplus in 1947 and the transfer of $672,479 of 
earned surplus to the capital surplus account in 1950. 


Braniff Airways, Inc. 


Capital | Capital | Earned Total 
stock | surplus | surplus : 


$737, 200 | 200 | ($179, 532) $566, 868 


750, 000 g (133, 269) | 616, 731 
, 000, 000 | 575, 000 (128, 770) , 446, 230 
, 000, 000 | 575, 000 (237, 607) | 337, 393 
, 000, 000 575, 000 493, 032 | 068, 032 
500, 000 | 5, 130 | 678, 437 | 253, 567 
500, 000 130 586, 117 | 161, 247 
500, 000 | 5, 130 835, 956 411, O86 
500, 000 5, 130 480, 108 | 055, 238 
500, 000 75, 130 (668, 653) | 906, 477 
500, 000 75, 130 841, 556 416, 686 
500, 000 , 130 1, 063, 151 , 6388, 281 
500, 000 131 2, 041, 236 616, 366 
500, 000 , 130 2, 442, 496 , 017, 626 
197, 925 86, 960 2 3, 739, 213 , 424. 098 
197, 925 1, 961 24,962, 475 , 647, 361 
297, 925 41, 961 28,015, 203 , 175, 089 
606, 435 225, 592 2 8, 647, 153 23, 479, 180 


Dt et et 


1945___- 
1946 
1947__- 
1948 
1949__ 
1950 
1951 
1952 





PAN IANANNN SS 


~ 


nh 


POOWNNNNNNNN! 


1 Preliminary. 
2 Reflects $1,099,363 increase due to pooling with accumulated surplus of Mid-Continent as at date of 
merger. 


NotTe.— Merged with and absorbed Mid-Continent Airlines, Inc., on Aug. 16, 1952. 





1938 _- 


1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 


Chicago & Southern Airl 
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Capital Airlines, Inc. 


| 
Capital 
stock 
D eenes 


$250, 000 | 
262, 000 
sf 331, 790 
2, 206, 790 
2, 153, 290 
1, 794, 959 
474, 460 | 
477, 060 
479, 083 
479, 083 | 
479, 083 | 
479, 083 | 
527, 855 | 
781, 578 
783, 578 | 
787, 978 
831, 430 
909, 559 


Note.— Formerly Pennsylvania-Central Airlines Corp. 


Capital 
surplus 


$724, 480 
808, 480 
1, 456, 750 
1, 288, 000 
1, 249, 138 
, 568, 065 
2, 778, 052 
2, 812, 177 


, 838, 729 | 


2, 838, 72¢ 
2, 838, 729 

, 838, 729 
3, 168, 762 
5, 503, 775 
5, 512. 
5, 532, 575 
6, 253, 063 
8, 815, 822 


ines, Inc. 





aie E 
770 | 





Net worth (as at Dec. 31) 


Earned 
surplus 


($199, 701) 
(151, 064) 
(45, 501)| 
(146, 971) 
443, 417 
639, 739 
1, 022, 916 | 
1, 345, 743 | 
(1, 103, 551) } 
(4, 102, 266) | 
(2, 907, 095) | 
(1, 475, 424) | 
(178, 644) | 
1, 632, 532 | 
3, 035, 103 | 
4, 650, 680 | 
5, 224, 046 | 
7, 399, 130 | 
| 


Net worth (as at Dec. 31) 


Capital 
stock 


$365, 
355, 
793, 
843, 395 
773, 
449, 733 
452, 533 
599, 125 
831, 
893, 645 
893, 64! 





oe ee 


Note.—Merged with Delta Air Lines, Inc., on May 1, 1953. 


Capital 
surplus 


$67, 772 
67, 882 
61, 525 

5, 484 
22, 095 





Earned 
surplus 


$48, 398 
65, 
8 36 
35, 
133, 
101, 
142, 
205, 672 
(719, 242) 
(1, 581, 750) 
111, 255 
563, 078 


1, 164, 450 | 


1, 964, 347 
2, 920, 862 


Total 


$774, 779 
919, 416 

1, 743, 039 
3, 347, 819 
3, 845, 845 
4, 002, 763 
4, 275, 428 
4, 634, 980 
2, 214, 261 
(784, 454) 
410, 717 

1, 842, 388 
35547, 973 
7, 917, 885 
9, 331, 456 
10, 971, 233 
12, 308, 539 
17, 124, 511 


Total 


$481, 185 
489, 054 
863, 281 
884, 106 
929, 179 

1, 551, 235 
1, 595, 278 
1, 894, 797 
4, 111, 760 
3, 311, 895 
5, 004, 900 
5, 456, 723 
6, 058, 095 
6, 857, 992 





7, 814, 507 
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Colonial Airlines, Ine. 


Net worth (as at Dec. 31) 


Capital Capital Earned 


stock surplus surplus Total 





- — steaming $259, 999 $253, 212 ($54, 017) | $459, 
1941__- wyatt nam an . i : 259, 995 | 253, 212 | 18, 350 | 531, 5f 
Pee tctiimed Bien wis eben . 259, 999 253, 212 124, 042 | 637, 
1943 lina ‘ a 261, 000 255, 433 | 134, 877 | 651, 
1944 ae a ial 274, 200 | 301, 635 106, 038 | 681, 
i invehsnwncpainecs a . } 274, 200 301, 635 | 189, 701 | 765, 
1946 vee eaw ae dvds lle | 365, 600 982, 160 (185, 759) 2, 162, 
1947 cua j ue 2 | 515, 600 , 108, 047 (1, 420, 312) 
See beiainnwaperadess sites 515, 600 108, 047 (1, 032, 548) 
Seiten peter ee 515, 600 | 108,047 | (1, 351, 263) 
a J 4 .| 515, 600 108, 047 (1, 357, 767) 
1952_. ‘ pial y 515, 600 108, 047 | (1, 541, 915) 
ekcane pat dest , 515, 600 108, 047 (1, 739, 615) 
Matas. Jl best 515, 600 , 108, 047 (1, 539, 150) 
1954 ‘ - ‘ iuése : 515, 600 , 108, 047 (1, 448, 205) 
1955 ‘ ade — co. s 502, 600 , 163, 833 | (1, 648, 298) 





NotE.—Balance sheets as of Dec. 31 of years prior to 1940 not available. 


Continental Air Lines, Inc. 


Net worth (as at Dec. 31) 


| Capital | Capital Earned 


Tota 
stock surplus surplus rotal 


$50, 000 $125, 000 $34, 941 | 209, 941 
199, 700 37, 050 59, 853 296, 603 
236, 360 101, 130 86, 251 | 423, 741 
313, 445 | 188, 981 | (5, 443)| 496, 983 
388, 445 | 186, 382 | 243, 941 818, 768 
352, 280 | 197, 583 | 429, 474 979, 337 
356, 655 204, 532 651, 931 1, 213, 118 
339, 695 235, 132 1, 115, 535 1, 690, 362 
339, 882 | 238, 144 | 1, 094, 015 1, 672, 041 
339, 882 238, 144 1, 215, 327 1, 793, 353 
386, 757 | 460, 392 1, 399, 164 2, 246, 313 
386, 757 460, 392 | 1, 169, 767 2, 016, 916 
386, 757 460, 392 | 1, 514, 597 2, 361, 746 
387, 039 462, 004 | 1, 743, 631 2, 592, 674 
500, 000 | 997, 822 2, 133, 664 3, 631, 486 
500, 000 997, 822 3, 063, 431 4, 561, 253 
502, 500 1, 008, 822 3, 394, 093 4, 905, 415 
592, 375 | 1, 355, 522 3, 561, 277 5, 509, 174 
} 





NOTE.—Merged with and absorbed Pioneer Air Lines, Inc., on Apr. 1, 1955. 





Delta 





1938__..- 


1939 
1940. - 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 ___ 
1949 
1950 
1951 _--- 
1952 
1953 
1954 
1955 


Note.— Merged with Chicago & Southern Air Lines, Inc., on May 1, 1953. 


1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 _- 
1948 
1949 
1950 
1951 


NOTE. 


1016 


Air Lines, Inc. 


Capital 
stock 


$134, 060 
169, 015 
355, 740 
850, 740 
850, 740 | 
850, 740 
595, 152 | 
200, 000 

, 200, 000 

‘500, 000 

, 500, 000 | 

, 500, 000 | 

1, 500, 000 
1, 500, 000 
1, 800, 000 
1, 800, 000 | 
1, 800, 000 
2, 393, 550 | 


Net worth (as at Dec. 31) 


Capital 
surplus 


55, 588 | 


, 783 

7, 783 

, 329 

, 329 

329 

3, 329 
3, 717, 329 
5, 672, 436 
5, 672, 436 
5, 672, 436 
12, 003, 391 


Inland Air Lines, Inc. 


Earned 
surplus 


$36, 901 
81, 716 
19, 071 
(81, 050) 
205, 113 
484, 734 
989, 440 
| 1,020, 689 
708, 848 
233, 569 
| 1, 305, 654 
| 1, 631, 621 | 
| 2,528,170 
| 3,975, 396 | 
| 

| 





7, 821, 417 
7, 609, 654 | 
8, 841, 639 | 
11, 019, 718 | 
| 


Total 


$170, 961 
250, 731 
374, 811 
769, 690 

1, 055, 853 
1, 335, 474 
1, 840, 180 
4, 258, 472 
3, 946, 631 
5, 450, 898 
6, 522, 983 
6, 848, 950 
7, 745, 499 
9, 192, 725 
15, 293, 853 
15, 082, 090 
16, 314, 075 
25, 416, 659 





ai 
i 


Capital 
stock 





$112, 303 | 
164, 190 

164, 
164, 
164, 


218 
218 | 


Net worth ( 


218 |____ 


Capital 
surplus 


164, 218 |___- 


164, 218 


164, 218 |_-- 


164, 218 | 
164, 218 
164, 218 
164, 218 | 
164, 218 
164, 218 


| 
; | $27, 024 
a 


as at Dec. 31) 


Earned 
surplus 


50, 470 
60, 128 
19, 741 
228, 108 
43, 958 
162, 408 
175, 631 
133, 855 
105, 712 
221, 831 
535, 622 
820, 254 
898, 413 





Total 


$139, 327 
214, 660 


386, 049 
699, 840 
984, 472 
1, 062, 631 





Merged with Western Air Lines, Inc., on Apr. 10, 1952. 


Mid-Continent Airlines, Inc. 


Capital | 
stock 
$238, 799 | 

238, 799 | 

388, 799 | 

389, 399 | 

389, 399 | 

389, 399 | 

389, 399 

389, 399 

382, 399 

383, 399 

390, 779 

401, 275 

416, 657 

418, 755 


Net worth ( 


Capital 
surplus 


$207, 
215, 
597, 
499, 
499, 
498, 32! 
498, < 
498, : 
456, ¢ 
456, 3 
502, 
562, 758 
670, 407 
691, 000 


425 
925 


-Merged with and was absorbed by Braniff Airways, Inc., on Aug. 


646 | 


125 | 


as at Dec. 31) 


Earned 
surplus 


($16, 186) 
5, 734 
(40, 952) | 
(249, 958) | 
(1, 357) | 
(1, 594) | 
249, 153 | 
423, 986 
680, 793 | 
728, 892 | 
867, 051 
1, 008, 194 | 
1, 156, 082 
1, 082, 646 | 


16, 1952. 


$430, 259 
459, 958 
945, 772 
638, 566 
887, 167 
886, 130 

1, 136, 877 
1, 311, 710 
1, 520, 517 
1, 568, 616 
1, 759, 901 
1, 972, 227 
2, 243, 146 
2, 192, 401 
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National Airlines, Inc. 





Net worth (as at Dec. 31) 

aaa ——— 
Capital Capital Earned Total 
stock surplus surplus = 


| 
$163, 302 $127, 927 ($11, 331)} 279, 898 
190, 452 | 162, 850 4,614 357, 916 
229, 760 216, 210 9, 495, 709 
270, 000 | 365, 000 82, 396 717, 306 
270, 000 170, 707 94, 368 | 735, 075 
270, 000 | 170, 707 344, 785, 216 
500, 000 478, 209 | 310, 231 | 2, 288, 440 
500, 000 478, 209 | 294, 0¢ 2, 272, 307 
749, 987 | 799, 77 , 055, 6: }, 605, 390 
749, 987 | 799, 774 32, 48 5, 682, 248 
749, 987 | 799, 77 (1, 658, 947) 3, 890, 814 
1, 000, 000 | 988, 706 (1, 679, 678)| 5, 309, 028 
1, 000, 000 | 988, 706 | 9, 518 | , 408, 224 
1, 000, 000 | 6, 001, 015 2, 493, 178 | 9, 494, 193 
1, 010, 702 6, 111, 231 | 5, 368 12, 330, 301 
1, 010, 702 6, 111, 230 9, 914, 000 17, 035, 932 
1, 018, 102 6, 190, 603 | 11, 154, 844 18, 363, 549 
1, 026, 452 6, 281, 031 | 14, 028, 330 21, 335, 813 


PSS pPe- 








Northeast Airlines, 





Net worth (as at Dec. 31) 
insincere tenia ees 
| Capital | Earned 
| surplus surplus 


Capital 


stock Potal 





$341, 000 ad ($81, 289) | $259, 
341, 060 | $36: (87, 448) | 253, 
171, 108 as (14, 229) | 
300, 000 5, 703 (57, 936) | 
300, 000 | 358 | 63, 393 | 
500, 000 | s, 548 | 16, 448 | 
500, 000 | 98, 548 (23, 330) 
500, 000 | 98, 548 | (189, 789) | 
500, 000 | , 498, 548 (87, 721) 
500, 000 QR, 548 (1, 450, 075) | 
125, 864 , 515, 227 (779, 489) 
, 241, 701 | , 746, 144 | (433, 022) | 
, 223, 129 , 764, 714 (82, 997) | 
714, 535 | 2, 273, 307 | (268) | 
, 708, 851 278, 990 (19, 854) 
, 707, 013 | 2, 280, 828 727, 657 
, 705, 148 281, 972 | 834, 381 
, 323, 184 2, 663, 935 1, 196, 317 | 
| 


nD 


~~ 





bt bt ht et OND 
C7 ie We OS OO OO OSD 


Northwest Airlines, 


Net worth (as at Dec. 31) 


Capital Capital Earned Total 
stock | surplus surplus . 


$1, 401, 411 a ($242, 341) | $1, 159, 070 
1, 401, 411 | 63, 916 | , 465, 327 
1, 400, 999 276, 641 | , 677, 640 
1, 359, 200 $41, 799 595, 458 | , 996, 457 
1, 359, 200 41, 799 , 087, 198 | 2, 488, 197 
1, 359, 200 | 41, 799 , 418, 496 | 2, 819, 495 
3, 223, 703 ; 2 , 875, 771 | 5, 099, 474 
7, 264, 513 , 581, 108 | 9, 845, 621 
8, 208, 050 065, 979 , 007, 737 | 14, 641, 766 
17, 957, 550 343, 617 | 896, 252 | , 197, 419 
17, 957, 550 | 007, 242 108,778 | 21, 073, 570 
17, 958, 080 782, 992 , 242, 207 | 21, 983, 279 
17, 829, 705 821, 033 662, 676 21, 313, 414 
17, 829, 705 821, 033 , 320, 787 | 21, 971, 525 
17, 734, 205 839, 663 , 779, 437 23, 353, 305 
17, 586, 205 | 860, 578 | d Q | 24, 736, 702 
17, 588, 580 964, 638 ), 275, 889 829, 107 
17, 055, 730 719, 449 | 453, 305 | 228, 484 


CNN NN INS oe 
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Western Air Lines, Inc. 


Net worth (as at Dec. 31) 





Capital Capital | Earned 


surplus | surplus Total 





| 
$396, 309 | $634, 569 | ($337, 007) $693, 871 
404, 000 | 529, 466 (182, 105) 851, 361 
409, 954 648, 214 (55, 730) 1, 002, 438 
409, 954 | 648, 214 | (68, 299) 989, 869 
409, 954 648, 214 648, 363 1, 706, 531 
409, 954 | 648, 214 | 712, 557 1, 770, 725 
409, 954 648, 214 | 812, 300 1, 870, 468 
459, 496 1, 569, 548 1, 008, 202 3, 037, 246 
525, 164 2, 768, 247 106, 740 3, 400, 151 
525, 164 2, 768, 247 1, 127, 767 4, 421,178 
525, 164 2, 768, 247 | 1, 152, 192 4, 445, 603 
525, 164 2, 768, 247 | 1, 279, 234 4, 572, 645 
525, 164 2, 768, 247 1, 785, 981 5, 079, 392 
550, 164 2, 967, 426 | 2, 603, 193 6, 120, 783 
715, 213 4, 569, 039 1 4, 097, 283 9, 381, 535 
715, 213 4, 569, 039 1 4, 462, 199 9, 746, 451 
716, 213 4, 578, 319 | 15, 491, 621 10, 786, 153 
743, 463 4, 880,609 | 16,805,915 12, 429, 987 











1 Reflects $683,437 increase due to pooling with accumulated surplus of Inland as at date of merger. 
Note.—Merged with Inland Air Lines, Inc., on Apr. 10, 1952. 


Allegheny Airlines, Inc. 





Net worth (as at Dec. 31) 





Capital Capital | Earned ; 
stock surplus | surplus Total 





REE i nsase eee tien thd otic ty i alae cnn $333, 502 . $333, 502 


1941 sic 368, 252 | ($7, 827) 360, 425 
cod isn Scans ea eee 396, 767 (62, 164) 334, 603 
en 2.!.... eee ee ea ee ae 956, 139 $122, 858 | 79, 904 1, 158, 901 
1944__ ; ; 568, 880 472, 522 247, 953 1, 289, 355 
2 <coaae 410,070 | 648, 392 | 325, 105 1, 383, 567 
1946 ae 513, 660 1, 603, 952 80, 209 2, 197, 821 
WN ecb ; 513, 660 1, 489, 472 119, 516 2, 122, 648 
1948 Es 513, 660 1, 489, 472 (27, 358) 1, 975, 774 
1949 513, 660 1, 489, 472 | (467, 849) 1, 535, 283 
(SS eee ee * 513, 660 1, 489, 472 (841, 154) 1, 161, 978 
1951 ; 513, 660 1, 489, 471 (327, 475) 1, 675, 656 
a a ee 513, 660 | 1, 489, 471 (326, 486) 1, 676, 645 
= 513, 660 726, 582 | 25, 009 1, 265, 251 
1954 s ; 513, 660 | 726, 582 | 65, 080 1, 305, 322 
ares is Pee gat Gh ccens cian 513, 660 726, 582 om 1, 171, 982 


| 














Nore.—Property and mail service inaugurated Aug. 12, 1940; passenger service inaugurated Mar. 7 
1949. Name changed to Allegheny Airlines, Inc., May 1, 1953. 


r 


Bonanza Air Lines, Inc. 





Net worth (as at Dec. 31) 





Capital Capital Earned 
stock surplus | surplus 


a ee cra se | $409, 678 $(219, 662) $190, 016 
547, 009 (328, 365) 219, 644 
547, 309 (262, 107) 285, 202 
537, 319 | (322, 083) 215, 236 
255, 552 | $497, 820 | (256, 756) 496, 616 
255, 552 | 497, 820 (235, 164) 518, 208 
277, 427 | 514, 070 | (280, 704) 510, 793 


Total 


Nore.—Service inaugurated Dec. 19, 1949. 
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Central Airlines, Inc. 


Net worth (as at Dec. 31) 


Capital | Capital Earned 


stock surplus surplus 


Total 


| } 
$25, 000 ($21, 681) | $3, 319 
129, 000 |. (45, 879) 83, 121 
ctaniemnntiimes (77, 813) | 141, 667 
363, 824 | $107, 296 | (512, 695) | (41, 575) 
370, 852 | 137, 488 | (528, 314) | (19, 974) 
413, 257 268, 108 (539, 639) 141, 726 
412, 510 | 268, 854 (116, 218) 565, 146 


Challenger Airlines Co. 





Net worth (as at Dec. 31) 


Capital 
stock 


Capital Earned 


surplus surplus Total 





Caaamaaae 


$276, 291 | $36,745 | ($108, 386) $204, 650 


291, 036 51, 536 (231, 086) | 111, 486 
204, 646 | 55, 146 (60, 834) | 288, 958 
294, 646 8, 5: (133, 175) | 170, 002 





Nore.—Service inaugurated May 3, 1947; merged with Monarch Air Lines, Inc., into Frontier Airlines, 
Inc., June 1, 1950. 


Empire Air Lines, Inc. 


Net worth (as at Dec. 31) 


Capital Capital Earned 
stock | surplus surplus 





$340, 000 , 792) 
336, 700 | (369, 581) | 
562, 289 (86, 559) 
563, 489 | _- Sh (18, 437) | 
337, 900 |_- be (16, 416)| 
338, 000 | (2, 703) 
338, 000 (33, 863) | 


Nore.—Service inaugurated Sept. 28, 1946; absorbed by West Coast Airlines, Inc., July 31, 1952. 


Florida Airways, Inc. 


Net worth (as at Dec. 31) 


Capital Capital Earned 
stock surplus surplus 


$187, 228 ($163, 777) 
109, 292 5, 15% (9, 571) 


109, 292 87, 726 (182, 456) | 


Nore.—Service inaugurated Jan. 10, 1947; operations abandoned Mar. 28, 1949. 
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Frontier Airlines, Inc. 





Net worth (as at Dec. 31) 





Capital 
stock 


813, 086 
813, 086 
493, 086 | 
467,013 | 


Capital 
surplus 


$8, 431 
1, 431 
1, 481 


~~” (6, 518) 


| 


Earned | 
surplus 
| 


($231, 995) 
(120, 916) 
1, 146 

14, 088 
62, 663 
(5, 822) 


Total 


$599, 522 
693, 601 
815, 663 
507, 174 
523, 158 
487, 264 


Note.—Challenger Airlines, Inc., and Monarch Air Lines, Inc., consolidated and emerged as Frontier 


Airlines, Inc., June 1, 1950. 


Lake Central Airlines, Inc. 


Capital 
stock 


$156, 085 
217, 836 
217, 838 

83, 039 
83, 039 | 
83, 039 
83, 039 


Net worth (as at Dee. 31) 


Capital 
surplus 


surplus 


Earned 


($17, 449) | 
(16, 734) 
(175, 194) 
(225, 939) 
(215, 483) 
(181, 366) 
(197, 750) 





Total 


$138, 636 
201, 102 
42, 644 
(8, 101) 

2, 355 
36, 471 
20, 088 


Note.—Formerly Roscoe Turner Aeronautical Corp., prior to Nov. 24, 1950. Service inaugurated Nov. 


12, 1949. 


Mid-West Airlines, 


Capital | 
stock 


| 


Ine. 


Capital 
surplus 


Net worth (as at Dec. 31) 


Earned 
surplus 


Total 





1949 
1950 
1951 __ 


$7, 750 
4, 250 
4, 250 | 


$45, 104 
45, 104 
45, 104 





Mohawk Airlines, Inc. 


Capital | 
stock 





NOTE. 


| 


($24, 763) 
(57, 981) 
(58, 335) 


Net worth (as at Dec. 31) 


Capital 
surplus 





$174, 988 
175, 027 
192, 596 
263, 161 
291, 763 
292, 888 
312, 078 
439, 326 


Formerly Robinson Airlines Corp. prior to Aug. 23, 1952. 


$483, 807 
369, 354 
407, §86 
623, 030 
788, 059 
791, 434 
846, 361 

1, 086, 142 


Earned 
surplus 


($463, 207) 
(772, 328) 
(1, 080, 392) 
(524, 666) 
(239, 119) 
(429, 010) 
(162, 970) 
(228, 926) 


$28, 091 
(8, 577 
(8, 981) 


Total 


$195, 588 
(227, 947) 
(479, 910) 
361, 525 
840, 703 
655, 312 
995, 469 
1, 296, 542 


Service inaugurated Sept. 19, 1948. 
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Monarch Air Lines, Ine. 


Net worth (as at Dec. 31) 


Capital 
stock 





$393, 540 
468, 540 
468, 540 
468, 540 


528, 540 | 


Capital 
surplus 


$523 
1 


Earned 
surplus 


($43, 769) 
(381, 647) 
(364, 451) 


36,815 | 


7.99) 


(5 ae 


Total 


$349, 771 
| 87, 416 
104, 090 
505, 355 
535, 761 


Nore.—Service inaugurated Nov. 27, 1946; consolidated with Challenger Airlines Co. and emerged as 


Frontier Airlines, Inc., Nov. 13, 1949. 


North Central Airlines, Inc. 


Capital 
stock 





1948___- 
1949 
1950 
1951-- 
1952... 
1953 

<== 
1955-- - - 


$155, 000 
155, 000 


208, 149 
300, 000 
300, 000 
316, 560 


155, 000 | 
208, 149 | 


| 


| 
| 


Net worth (as at Dec. 31) 


Capital 
surplus 


$465, 000 
465, 000 
399, 622 
492, 632 


479, 682 | 


636, 052 
636, 052 
667, 277 


Earned 
surplus 


($37, 
6, 
(111, 
(105, 
(228, 
(320, 513) 
(208, 806) 
(80, 357) 


421) 
936 

814) 
548) 
940) 


Total 


$582, 579 
626, 936 
442, 808 
595, 233 
458, 891 
61 
727, ¢ 


903, 4 


NotTe.—Formerly Wisconsin Central Airlines, Inc., prior to Dec. 16, 1952. Service inaugurated Feb. : 
1948. 


Ozark Airlines, Inc. 


Net worth (as at Dec. 31) 


Capital 
stock 


$749, 498 
749, 498 
847, 523 
899, 060 
899, 060 
899, 060 


Capital 
surplus 


$48, 312 
73, 999 
73, 999 
73, 999 


Earned 
surplus 


($160, 893) 
(352, 746) 
(255, 338) 


(432, 294) | 


(90, 363) 
| (180, 517) 


Total 


$588, 605 
396, 752 
640, 497 
540, 765 
882, 696 
792, 542 


Nore.—Formerly Parks Air Transport, Inc., prior to Sept. 26, 1950. Service inaugurated June 21, 1950. 


Piedmont Aviation, Inc. 


Capital 
stock 


$956, 000 

984, 000 
1, 086, 910 
1, 100, 000 
1, 140, 500 
1, 140, 500 
1, 140, 500 
1, 140, 500 


NotTe.—Service inaugurated Feb, 20, 1948. 


Net worth ( 


Capital 
surplus 


as at Dec. 31) 


| 
Earned 
surplus 


($67, 924) 
(114, 251) 
90, 977 
232, 943 
337, 062 
313, 593 
451, 147 
523, 652 


Total 


$R88, 
869, 
» aed, 
» doe, $ 
, 477, 5 
, 454, 
, 591, 
, 664, 
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Pioneer Air Lines, Inc. 


Net worth (as at Dec. 31) 





| 
oe eee oe ae 
Year | 6 | . | 
apital Capital | carned 

stock surplus | surplus | Total 
ea ee ee ee | $29, 000 | $21,000 | ($105, 375)| ($55, 375) 
a acl hada inset inhi ines ial lle cite sien taoeiche tala | 97, 000 774, 047 | (463, 578) 407, 469 
ee een ads sac gc bi sadsimuppisilees Sloe ebapeaiaal 97, 000 | 774, 047 (155, 539) 715, 508 
he a a oa acca einen te ai tainly 90, 227 | 708, 857 8, 972 808, 056 
a ibs Laie Racking i wae abs ciseas Meiaaaoa ae | 90, 227 | 708, 857 139, 838 938, 922 
SP uiciunendtncnuLcekmunnestnenbeedswnewennewets | 90, 000 707, 041 203, 028 1, 000, 069 
a i ial cae inlets eating | 90, 000 | 707, 041 | 322, 667 1, 119, 708 
IS sane colathsdcts than sic apea ante aoaearae ate Saaediooicdbioniaal 165, 000 | 1, 430, 446 | 653, 896 2, 249, 342 
I nkcaeebanes i a aie 165, 000 | 626, 525 | (176, 074) 615, 451 
eae ae adie cicleia ecient ameiceaaoe 165, 000 | 626, 752 75, 176 | 866, 928 





Note.—Formerly Essair, Inc., prior to June 17, 1946. Service inaugurated Aug. 1, 1945. Merged with 
and absorbed by Continental Air Lines, Inc., on Apr. 1, 1955. 


Southern Airways, Inc. 





Net worth (as at Dec. 31) 
7 | cae 1 p nerdion : a 
| Capita Sapital Farnec " 
stock surplus surplus Total 
illnesses intrepid ipna cata ibaa ail nein $+“ 
1949_- ae cet $492, 700 | _.| ($272, 690) $220, 010 
1950- - ieetes seal 690, 000 | a (254, 231) 345, 769 
1951___- 600, 000 | (506, 968) 93, 032 
1952 ' | 750, 000 . : balk (695, 101)} 54, 899 
eee a LENE - 750, 000 -| (222, 765) | 527,235 
1954 750, 000 4 (161, 811)! 588; 189 
1955 , ; ; 757, 200 $1, 836 (81, 633) | 677, 403 


Nore.—Service inaugurated Apr. 10, 1949. 


Southwest Airways Co. 

















Net worth (as at Dec. 31) 
Year a nk: i srigie 1) Mik emt -j 
Capital Capital Earned 
| stock | — surplus surplus Total 
catia, = pose . | es ~— pune: | = a 

I in chcclcnatenant Gide hte " ; — pointe $9, 180 | $405, 221 | $111, 915 $526, 316 
re 3 ee ' 11, 696 | 178, 971 580, 569 771, 236 
1948__ eancme rizr ne aseerataan 323, 830 228, 273 297, 256 849, 359 
1949 - ieaniieieticnaseesteemnes tedster Ucaiabisiets to tuieouieaes 323, 830 | 228, 273 378, 399 930, 502 
1950 ‘ ; : aul 325, 805 | 231, 275 513, 872 1, 070, 952 
1951 ia — a ’ Faninteleacl 327, 993 234, 600 587, 102 1, 149, 695 
1942 Ri caeceeiaa = 335, 705 246, 324 709, 319 1, 291, 348 
I Ss al tareacan tant é 35, 705 | 246, 324 618, 507 1, 200, 536 
1954 ‘ — ---] , 705 | 246, 324 745, 246 1, 327, 275 
_ ee i a sienna ating siinaieeinon cha 5, 705 | 246, 324 814, 144 1, 396, 173 


Note.—Service inaugurated Dec. 2, 1946. 


010 
769 
032 
899 
235 
189 
403 


16 
36 
59 


2 





56 
5 
3 
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Net wort is 





Ye iI 

Cay ] Capital 

sto sur} lus 
1947 a aie $1, 000, 000 SU64 
1048 7 t 1, 000, 000 
1949 : ibiiia ce oti P c 900, BOO 
1950 900, COD 
1951 __- 900, 000 
1952__ ce YOO, 000 
1953___. mee ae: a . . x 900, 000 
1954___- oe i an “a : cud ¥00, 000 
1955. 950, 000 

Note.—Service inaugurated Oct. 11, 1947. 
West Coast Airlines, Inc. 
Net worth 
Year 
Capital Capital 
stock surplus 

i ictciinhield sph aeenianens. 
SN chaichaidachoh is taataledieioai $750, 000 
crete ta tieinendebcih ge tintnieibna . 612, 112 
iid dish caesar 604, 437 
a a 604, 437 
1951 604, 437 
I kei Gahan 604, 437 
ll itviiunsitdeaiindsawkdankkendaiaanees 604, 437 
SINES «micas bie einai kets 604, 437 
a ae ‘s 604, 437 





1 Preliminary data. 
NotTe.—Service inaugurated Dec. 5, 1946. 





Merged with and absorbed Empire 


1952. 
E. W. Wiggins Airways, Inc. 
Net worth (a 
Year 
Capital Capital 
stock surplus 
1949 $77, 868 $300, 004 
1950 77, 868 300, 004 
1951 81, 006 304, 262 
1952 81, 006 304, 262 





(353, 387 x 
171, 787 
(328, 556 
234, 008 
(189, 375 
(157, 418 
(327, 443 
(286, 515 
(114, 121 


as at Dec. 31 


Earned 
surplus 


$29, 288 
138, 028 





7, 519 
38, 169 
(87, 801 


310, 052 





Notr.—Service inaugurated Sept. 


Helicopter Air Service, Inc. 


Net worth 
Year = ‘i 
Capital Capital 
stock surplus 
1949 . $401, 100 
1950 401, 100 
1951 399, 100 $H2 
1952 383, 100 
19% 363, 100 
1954 337, 100 
Sa 123, 416 196, 814 


19, 1949; service abandoned July 3, 1953. 


a8 


NoTE.— Mail Service inaugurated Aug. 20, 1949; passenger operations are not conducted. 


75136—56—65 





Air Lines, Inc., Jul 


45, 649 
828, 213 
571, 444 
665, 992 
710, 625 
742, 582 
72, 557 
613, 485 
835, 879 


$33, 083 
799, 343 
287, 358 
728, 683 
776, 457 
854, 600 
534, 290 
829, 978 
704, 008 


481, 757 


it Dec 
Earn a qT otal 
surplus 
($124, 152) | $253, 720 
(227, 137) 150, 735 
215, 403) 169, 865 
(183, 319) 201, 949 
at Dec. 31 
Earned Trento? 
surplus i otal 
$101 $401, 201 
3, 580 44, 680 
35, 849 435, 011 
43, 143 426, 243 
46, 504 409, 604 
19, 268 356, 368 
154, 281 474, 511 
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Los Angeles Airways, 


Capital 
stock 


$294, 000 
294, 000 
294, 000 
294, 000 
294, 000 
294, 000 
310, 870 
322, 680 
322, 680 


Inc. 


Net worth (as at Dec. 31) 


Earned 
surplus 


Capital 
surplus 


($38, 088) 
(24, 936) 
(40, 753) 
(35, 602) 

72, 572 
43, 772 
74, 189 
171, 197 
261, 641 


$16, 870 
28, 680 
27, 126 


Total 


$255, 912 
269, 064 
253, 247 
258, 398 
366, 572 
337, 772 
401, 929 
522, 557 
611, 447 


NoTE.— Mail service inaugurated Oct. 1, 1947; passenger service inaugurated Nov. 22, 1954. 


New York Airways, Inc. 


Net worth (as at Dec. 31 


Capital 
stock 


Capital 
surplus 


Earned 
surplus 


1952 
1953 
1954 


1955 


$138, 500 
238, 500 
238, 500 
238, 500 


NOTE. 


$974, 067 
1, 968, 925 
1, 968, 925 


1, 968, 925 


($81, 627) 
51, 525 
119, 776 

224, 853 | 


—Mail service inaugurated Oct 15, 1952; passenger service inaugurated July 9, 1953. 


American Overseas Atrlines. Inc. 


Capital 
stock 


1945 
1946 A, 
1947 l, 
1948 1, 
1949 1, 


$699, 930 
749, 825 
749, 825 
749, 825 
749, 825 


Note.—Service inaugurated Jan. i, 1945. 
on Sept. 25, 1950. 


Caribbean Atlantic Airlines, Inc. 


Capital 
stock 


$41, 
41, 
41, 
41, 
91, ¢ 
94, 
94, 
94, 
94, 
94, 5: 
94, 
a4, 
94, 
04, 


1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949_- 
1950 
1951 
1952 
1953 
1954 
1955 


NotTE.— Mail service inaugurated on Sept. 17, 1942. 


Net worth (as at Dee. 31) 


Earned 
surplus 


Capital 
surplus 


7RI 
855 
855 
R55 
855 


$294, 902 
(442, 467) 
(1, 497, 182) 
374, 915 
707, 064 


$3, 362, 
14, 881, 
14, 881, 
14, 881, 
14, 881, 


Net worth (as at Dec. 31) 


Earned 
surplus 


Capital 
surplus 


$27, 865 
27, 033 
28, 248 
24, 588 

(103, 887) 

(51, 309) 

(49, 967) 

(69, 792) 

(14, 904) 
13, 435 
26, 030 
41, 161 
77, 396 
81, 068 


361 
| RRS 
, 885 
| B85 
, BRS 
, BRS 
885 
| BAS 
, B85 


Total 


$1, 030, 940 
2, 258, 950 
2, 327, 201 
2, 432, 278 


Total 


$5, 035, 613 
16, 189, 213 
15, 134, 498 
17, 006, 595 
17, 338, 744 


American Overseas Airlines, Inc. was sold to Pan American 


Total 


$69, 565 
68, 733 
69, 948 
66, 288 

212, 813 

283, 114 

284, 456 

264, 631 

319, 519 

347, 858 

360, 453 

375, 584 

411, 819 

415, 491 
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Pan American World Airways, Inc. 


Net worth (as at Dec. 31) 


_ Total, exclud- 
Total Preasury in tre ~ ’ 
i stock ig treasury 


stock 


| 
Capital Capital Earned 
stock? | — surplus surplus 3 


1938... a $7, 034,000 | 4 $10,885,733 | $2,040,777 $19, 960, 510 |_- | $19,960, 510 
1939__. vane 7,059, 820 | 410, 458, 434 3, 258, 566 20, 776, 820 | 20, 776, 820 
1940__. oh 9, 436,775 | § 14,332,605 | 5, 978, 542 29, 747, 922 29, 747, 922 
1941 ‘ 9, 686, 775 14, 707, 605 7, 516, 094 31, 910, 474 31.910. 474 
1942__.- a 9, 686, 775 14,707,605 | 10,037, 521 34, 431, 901 34, 431, 901 
1943__._- iia 9, 966, 305 15, 122, 123 11, 413, 956 36, 502, 384 36, 502, 384 
1944... a 9,966,305 | 15,099, 932 10, 694,238 | 35, 760, 475 35, 760, 475 
1945.....- 15, 346, 563 § 53, 588, 005 7 14, 914, 055 3, 848, 713 83, 848, 713 
1946__- 15, 362,705 | § 53,580,164 | § 15,141,772 O84, 641 84, 084, 641 
1947... ‘ : 15, 362,705 | 9% 53,626,252 | 1° 14, 676, 623 3, 665, 580 R83. 665. 580 
1948___ inne 15, 362, 705 53,626,252 | 17, 869, 186 86, 888, 143 86, 888, 143 
1949___ 11 6, 145, O82 | 11 62, 843, 875 19, 140, 680 129, 637 $82, 483 88, 047, 154 
1960....- B 6, 145,082 | 62,827,789 | 21,118, 654 90, 091, 525 128, 888 89, 962, 637 
4951_ 7 a 6, 145, 082 62, 827, 789 24, 590, 942 93, 563, 813 28, 201 93, 535, 612 
1952_-- a 6, 145, O82 | 62, 827, 789 29, 766, 102 | 98, 738, 973 98, 738, 973 
1953_.. 6, 145,082 | 62,827, 789 35, 487, 379 104, 460, 250 466, 709 103, 993, 541 
1954__. 6, 152, 182 62, 880, 151 42, 984, 206 | 112, 016, 539 584, 098 111, 432, 441 
1955_- 7 6,152,182 | 62,880, 151 45, 298, 783 114, 331, 116 139, 486 114, 191, 630 





1 For the years 1938 through 1948, the capital surplus and earned surplus reflect the consolidation of Pan 
American Airways Corp. and all foreign and domestic subsidiaries in which the corporation owned more 
than 50 percent of the capital stock. 

For 1949, the capital surplus and earned surplus reflect the consolidation of Pan American World Airways, 
Inc., and all of its domestic affiliated companies. Foreign companies in which more than 50 percent interest 
was held are not included in the consolidation for the reason that the total amounts of assets, liabilities 
revenues, and expenses of such companies are not significant. 

Beginning with 1950, no consolidation has been made with any subsidiary or affiliated companies due to 
the relative insignificance of the amounts involved 

2 Represents common stock as follows: 

For years 1938 through 1948, stock of Pan American Airways Corp. with par value of $5 per share 
for 1938 through 1944 and $2.50 per share for 1945 through 1948, 

For years 1949 through 1955, stock of Pan American World Airways, Inc., with par value of $1 per 
share. The latter company, effective Dec. 31, 1949, acquired the assets and assumed the liabilities 
of its then parent Pan American Airways Corp., and issued therefor the same number of shares 
of stock as Pan American Airways Corp. had outstanding. 

3 Earned surplus for years 1945 through 1953 includes amounts representing accruals for United States 
mail pay at rates in excess of the temporary rates established by the Civil Aeronautics Board. 

The amounts so included as at Dec. 31, 1945, 1946, and 1947, are not identified in reports published by 
Pan American. The amounts for the remaining years, net after deduction of applicable reserves and income 
taxes, are as follows: 

As at Dee. 31: 
1948 
1949 
1950 
1951... + ‘ ‘ a 
1952 ei ee area ‘ aaa kent . 7, 260, 735 


1953 ‘ ae ; ibhetondeshiguebebewetons cee peewenibaenes 3, 598, 744 


4 Reflects accumulated reduction of capital surplus for reserve against equal amount of Treasury stock as 
f, -o* 
follows: 


As at Dec. 31, 1938 ane 
AS Bt Dhed, Gh, WO. vs ccmksccccasce i bs 


5 Reflects increase of $250,000 in 1940 from cancellation of reserve against par value of 50,000 shares of 
Treasury stock retired (see also footnote 4). 

6 Includes $38,418,584 representing excess of consideration received over par value of 2,152,103 shares of 
capital stock issued, net after $1,890,426 of expenses. 

7 Reflects reduction of $186,091 due to change of investment in the foreign subsidiary, Avianca, to a 
minority interest in October 1945. 

§ Reflects reduction as follows due to change of investment in the foreign subsidiary, Compania Mexicana 
de Aviacion, S. A., to a minority interest in March 1946: 


Capital surplus 
Earned surplus 


9 Reflects increase of $53,509 due to the elimination from consolidation of a foreign subsidiary. 
10 Reflects changes as follows in connection with foreign subsidiaries 
Reduction of $2,227,874 due to change of investment in Panair do Brazil, 8S. A., toa minority interest 
in December 1947. 
Increase of $59,084 due to elimination from consolidation of remaining foreign subsidiaries whose total 
amounts of assets, liabilities, revenues, and expenses are not significant. 

\! Reflects reduction of $9,217,623 in capital stock and increase of same amount in capital surplus due to 
the acquisition by Pan American World Airways, Inc., on Dec. 31, 1949, of its then parent Pan American 
Airways Corp., and the issuance by Pan American World Airways, Inc., of the same number of shares 
of stock (at $1 par value per share) as the former parent corporation had outstanding (at $2.50 par value 
per share). 


75136—56—66 





1026 


Pan-American Grace 


Capital 
stock ! 


1938 
1939 
1940 
1941 
1942 
1943 
1944 


$2, 500, 000 

3, 000, 000 

3, 500, 000 

4, 600, 000 

4, 750, 000 

4, 750, 000 

4, 750, 000 

1945 4, 750, 000 

1946 4, 750, 000 

1947 4, 750, 000 
1948 { 
1949 4 
1950 4 
1951 4 
1952 4 
1953 4 
1954 7 
1955 7 


, 750, 000 
, 750, 000 
, 750, 000 
, 750, 000 
. 750, 000 
, 500, 000 
500, 000 


, 750, 000 | 


Airways, Inc. 


Net worth (as at Dec. 31) 


Earned 
surplus 


Capital 
surplus 


$810, 761 | 
693, 010 | 
780, 735 | 
1, 170, 404 
1, 600, O82 | 
1, 906, 013 
2, 288, 106 
2, 010, 207 
1, 455, 749 | 
46, 630 | 
2, 298, 799 
3, 144, 133 | 
4, 906, 119 | 
5, 857, 820 | 
3, 818, 676 | 
4, 847, 162 
4, 199, 685 
5, 311, 723 | 


Total 


$3, 310, 761 
3, 693, 010 
4, 280, 735 
5, 170, 404 
6, 350, 082 

), 656, 013 
7, 038, 106 
760, 207 

}, 205, 749 
796, 630 

, 048, 799 

, 894, 133 

9, 656, 119 

10, 607, 820 
8, 568, 676 
9, 597, 162 

11, 699, 685 

12, 811, 723 


| Transfers of earned surplus to the capital stock account since 1938 reflect accumulations in the following 


amounts 


1939 
1940.... 
1941... 


$500, 000 | 
1, 000, 000 
1) 500, 000 | 


1942-53 ___ 
1954-55 _ - . 


Alaska Airlines, Ince. 


Capital 
stock 


1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 


$597, 153 
597, 938 
605, 033 
605, 828 
606, 987 
606, 987 
613, 732 
614, 582 


NOTE. 
carriers prior to 1948. 


Net worth (as at Dec. 31) 


Earned 
surplus 


Capital 
surplus 


$2, 852, 939 
2, 852, 939 
2, 884, 459 | 
2, 866, 191 | 
2, 871, 847 
2, 871, 

2, 894, 25 

2, 899, 758 


($1, 163, 


"991, 480) | 


Uniform system of reporting balance-sheet data on CAB Form 41 was not required of Alaskan 


Alaska Coastal Airlines 


Capital 
stock 


1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 


$113, 103 


Note.— Uniform system of reporting balance sheet data on 
carriers prior to 1948. 


Net worth (as at Dec. 31) 


--$2, 250, 000 


000, 000 


Total 


2, 286, 365 
, 309, 966 
944, 590 
498, 786 
93, 193 
789, 649 

1, 293, 368 
1, 522, 860 


} 
Capital 
surplus | 


Earned 
surplus 


| 


$38, 681 | 
10, 391 | 
(48, 219) | 
13, 055 | 
70, 740 
24, 411 
98, 392 
22, 043 


Total 


$151, 784 
115, 318 
96, 066 
120, 425 
226, 102 
207, 937 
304, 161 
298, 295 


Form 41 was not required of Alaskan 
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Byers Airways, Ine. 


Net worth (as at Dec. 31 


Capital Capital Earned 
surplus surplus 


1950 $19, 408 $9. 399 
1951 36, 607 (11, 333) 
1952 ; ine ‘ ‘ 30, 423 23) 
1953 ‘ 20, 030 20, 739 
1954 20, 030 17, 058 
1955 20, 030 37, 138 


NorTeE.—-Service inaugurated on June 27, 1950. 
Cordova Airlines, Inc. 
Net worth (as at Dee 31 


Capital Capital Earned 
surplus surplus 


1948 

1949 5, $15, » oan l 

1950 5, 85 307 7$ ) 363 
1951 5, 85 , 307 7 5) 23, 952 
1952 5, 85 5, 307 30, 865 62, 022 
1953 5, 85 5, 307 36, 43° 67. 589 
1954 5, 85 5, 307 59, 5 10. 661 
1955 ! 5, 85 , 307 9, 3: 120, 484 


1 Preliminary. 


NoteE.— Uniform system of reporting balance-sheet data on CAB Form 41 was not required of 
carriers prior to 1948. 


Ellis Air Lines 
Net werth (as at Dee 


Capital Capital Earned 
stock surplus surplus 


1948__- ; ‘ . $48, 796 $30, 478 $1 
1949 . ae : mina 57, 204 47, 889 li 
1950 ‘ a 61, 595 60, 680 | 
1951 ah : i 64, 932 70, 637 1 


278 


poe 


5S 
, 309 
697 
1954__ 70, 191 95, 373 250, 949 
1955 : : 72, 649 86, 928 280, 794 


1952 aes 66, 463 75, 160 
1953 _- oc aetal 66, 463 , 341 


23, 
38, 
£5, < 4 
22, 8 
12 
41, 


Note.— Uniform system of reporting balance sheet data on CAB form 41 was not required of Alaskan 
carriers prior to 1948. 


Northern Consolidated Airlines, Inc. 


Net worth (as at Dec. 31 


Capital Capital Earned 
stock surplus surplus 


ca es $320, 000 ($139, 211 $180, 789 
1949 ‘ ee us : wore 320, 000 (156, 424 163, 576 
1950 ad i a ae ae < (338, 333 19, 402 
I nave <a becacisincunainab bison 357, (191, 254 166, 481 
Rh cas e ay 5 ee as : 382, ’ (456, 139 (73, 904) 
1953 ss oeeeien 383, : . , 831) 338, 404 
1954___ vac 383, 235 57, 180 | 540, 415 
oe . 383, 235 299, 218 682, 453 





Note.—Uniform system of reporting balance sheet data on CAB Form 41 was not required of Alaskan 
carriers prior to 1948, 
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Pacific Northern Airlines, Inc. 


Net worth (as at Dec. 31) 


stock | surplus surplus 


Capital Capital | Earned 


1948 ; os riahanieeak stan tecemuecal ane -| $87, 044 
1949. ___ ee 666, 444 $334 | 22, 786 
1950 666, 444 | 334 22, 130 
1951 ; : 666, 444 | 333 | 4, 226 
1952 . z a 666, 444 | ai | 50, 020 716, 464 
1953 = iuceeut 1, 068, 109 | 584, 905 | 46, 290 | 1, 699, 304 
1954 healt | 1, 068, 109 584, 905 67, 940 1, 720, 954 
1955 neue eaitabebenie 1, 068, 109 | 584, 905 131, 731 1, 784, 745 
| 


Note: Uniform system of reporting balance sheet data on CAB Form 41 was not required of Alaskan 
carriers prior to 1948. 


Reeve Aleutian Airways, Inc. 


Net worth (as at Dec. 31) 


Capital Capital | Earned 


Y ¢ 
stock | surplus surplus Total 


seliengs $19, 882 | $278, 400 
ee 946 : (113, 728) | 175, 218 
1950__- 142, 865 30, 002 172, 867 
1951 170, 356 21, 563 191, 919 
>a : | 170, 356 | , 3, 428) | 96, 928 
1953 : 170, 356 5, 23 195, 640 
1954 170, 36, 927 207, 283 
1955! : or | 170, 356 93, 26% 263, 618 





! Preliminary. 
Note.—Uniform system of reporting balance sheet data on CAB Form 41 was not required of Alaskan 
carriers prior to 1948. 


Wien Alaska Airlines, Inc. 


Net worth (as at Dec. 31) 


Capital | Capital | Earned 
stock | surplus | surplus 


| 
| 
| Total 


| 


1948 ede - $107, 100 | $302 | ($11, 717) $95, 685 
1949 Tae oo) Se se 107, 100 302 (52, 392) 55,010 
1950 tag sinspleaceniaial 107, 100 | 302 | 108, 955 | 216, 357 
1951 : Bid ite as ‘ am 103, 700 3, 677 | (3, 302) 104, 075 
1952 aa sates icutek anne 319, 600 3, 677 (97, 325) | 225, 952 
1953 aU a 342, 350 3, 677 | (65, 438) | 280, 589 
1954 ; Vi ein 0 nos aorta dee 338, 860 | 3, 677 (66, 162) | 276, 375 
1955. 5 338, 750 | 3, 677 | 43, 048 | 385, 475 


Note.—Uniform system of reporting balance sheet data on CAB Form 41 was not required of Alaskan 
carriers prior to 1948. 
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Hawaiian Airlines, Ltd, 





Net worth (as at Dec. 31 


Capital 
stock 


$448, 400 
448, 400 


Capital 
surplus 


448, 400 |___- 


448, 400 | 
672, 600 
672, 600 |... 
840, 760 | 
840, 760 | 
840, 760 

1, 681, 520 

1, 750, 000 

1, 750, 000 


50, 000 | 
, 750, 000 
50, 000 | 


Trans-Pacific Airlines, Ltd. 





NorTeE.—Service inaugurated on June 6, 1949. 


Arr CARRIER TRANSPORTATION REVENUE AND SUBSIDY 





stock 


$899, 285 | - 
923, 195 
924, 889 


apital | 


929, 969 |___- 


930, 904 |__- 
930, 904 


930, 904 P 


Capital 
surplus 


Earned 
surplus 


$28, 172 
159 
60, 857 
191, 358 
63, 818 
145, 426 
178, 597 
310, 362 
435, 529 
341, 634 
354, 557 
347, 784 
293, 064 
332, 258 
(461, 934) 
477, 882 
(39, 276) 


(414, 474) 


Earned 
surplus | 


($740, 325) 
(829, 215)| 
(861, 819) | 
(906, 789) | 
(959, 858) 
(918, 529) | 
(943, 253) 


Total 


$158, 960 
93, 980 
63, 070 
23, 180 

(28, 954) 
12, 375 


(12, 349) 


(The following information was furnished in response to interroga- 


tion on p. 856:) 
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Air carrier transportation revenue and subsidy, all certificated (airmail) carriers, 
calendar years 1938 through 1956 } 


{In thousands] 








Revenue from transportation of— 


Property 


| 

United States| 
mail ! 

' 


Federal 


subsidy ! 





1938 
1939 
1940 
1941 __ 
1942 
1943 
1944 
1 945 
1946 
1947 
1948 __ 
1949 
1950 
1951 
1952 
1953 
1954 
1955 


29, 295 


, 987 | 


51, 958 


3, 656 | 


5, 746 
), 814 
, 27 
5, 378 
7, 010 


49, 228 | 


, 119 


|, 598 | 


7, 936 


$2, 757 | 


3, 672 


6, 828 | 


10, 552 


17, 799 | 
18, =o | 


(“ae 


20, 641 
29, 629 
41, 621 
53, 389 


62, 277 | 


amid 
70, 324 
76, 675 
83, 128 
93, 585 


100, 584 | 


108, 609 
124, 754 


1) 

$8, 828 
9, 991 
12, 5382 
15, 553 
19, 410 
27, 120 | 
33, 473 | 
27, 067 | 
22, 944 | 
28, 106 | 
35, 317 | 
37, 049 | 
44, 646 
51, 775 
53, 877 | 
55, 047 


55, 668 | 


(1) 

$17, 473 
21, 767 
23, 707 
21, 452 
7, 599 
3, 568 
6, 892 

19, 72 
40, 340 
62, 485 
75, 728 
83, 512 
70, 918 
63, 536 
65, 889 
64, 314 
47, 505 


1 Revenue from United States mail and subsidy are shown on a fiscal year basis (year ended June 30). 
rhus, information for the fiscal year 1938 is not available. 


CoMPENSATION OF AIRLINE OFFICERS 


(The following information was supplied in response to interrogation 


on p. 861:) 


Certificated airline officers and directors receiving $25,000 or more in annual 


Domestic trunks 
American..--- 


Colonial _- 
Contir 


C. R. Smith, president and director. 


compensation 


Name and title of officer 


W. J. Hogan, senior vice president, finance 
C. W. Jacob, senior vice president and secretary 


O. M. Mosier, senior vice president, operations and di- | 


rector. 


R.E.S 


vice president a 
G. J. Brandewiede, vice president_- 
Deichler, vice president 


| C. R. Speers, senior vice president, sales 
| T. L. Boyd, 


L. E. Glasgow, vice president and controller -_- 


Ww. H. Johnson, Jr., vice president - 


W. Littlewood, 


R. W. D. Smith, Jr., vice president 
. Van Nostrand, 


G.Cc 


vice president 


M. Whitlock, vice president 
4. G. Fritz, vice president 
. K. Griffin, vice president 


G 
C. E. Beard, president and director 
J. W. Miller, executive vice president and director _- 


vice president 


C. G. Adams, vice president and secretary. 


3s 


Carleton, vice president__- 


J. H. Carmichael, president and director - 
R. C. Lochiel, vice president and treasurer 


J. B. Franklin, vice president- 


©. i. 
director. 


B. T. Dykes, president and director__- 


R. F. Six, president and director 
See footnotes at end of table, p. 1032. 


Murchison, chairman, executive committee 


Total compensation! 


| Calendar 
| year 1955 


| 
- 


55, 000 


44, 315 


25, 417 | 
32, 500 | 


40, 000 


$75, 000 | 


55,000 | 
55, 000 


| Calendar 
year 1954 


$73, 185 
47, 707 
47, 707 
47, 707 


32, 487 
25, 000 
31,714 

. 032 


28,105 | 


30, 605 
29, 052 


31, 552 | 


29, 052 
26, 552 
(*) 
() 


9 
9 


64, 365 | 
41,790 | 


32,115 
32, 111 
..| 52,800 
_-| 33,000 
__.| 28,600 
and 


», 418 
26, 835 
, 941 


3, 593 
, 418 
), 146 
33, 378 


30, 800 | 


36, 300 | 


34, 484 | 


40, 000 
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Certificated airline officers and directors receiving $25,000 or more in annual 
compensation—Continued 


Total compensation! 


Carrier | Name and title of officer 
Calendar | Calendar 
year 1955 | year 1954 


Delta | C. E. Wollman, president and general manager - - $54,587 | $48,000 
. C. Parker, vice president, traffic and sales___.-- sao 28, 621 25, 000 
. H. Dolson, vice president, operations | 28,038 | (2) 

| ~. V. Rickenbacker, chairman of board and general 62, 859 64, 009 


| 
manager. 
T. F. Armstrong, president and director - - . - eet | 40, 558 40, 421 
P. H. Brattain, lst vice president and director ~~... _-- 40, 098 39, 867 
| S. L. Shannon, vice president and director. ae 35, 386 | 35, 161 
L. P. Arnold, vice president. ili Pereete amie 26, 470 26, 312 
= M. Frost, vice aor ie as | 30,904 | 30, 769 
National i. T. Baker, president and director aed 94, 846 62, 128 
C. E. Banks, vice president, production 38, 338 | (2 
| J.C. Brawner, senior vice president, treasurer : and director 42, 235 | 25, 051 
| R. P. Foreman, secretary and director - - eats ee 38, 338 | 25, O51 
A. G. Hardy, senior vice president Sahai sa 42, 235 
| W. F. Johnson, assistant secretary and assistant treasurer 35, 144 a 
| J. L. Morris, vice president : 38, 338 25, 051 
. M. Rosenthal, senior vice president ; 42, 235 5, O51 
| C, F. Sharp, assistant vice president - - ; ages 35, 705 25, 051 
| R, E. Wieland, Jr., vice president 38, 338 25, 066 
Northeast - ; | G,. E. Gardner, president and director pe enanis 30, 000 30, 000 
Northwest.....- | D. W. Nyrop, president, chief executive officer 52, 000 a 
M.S. Mackay, executive vice president__- 30, 000 29, 263 
| Frank C. Judd, vice president, operations and engineering 25, 000 25, 000 
Croil Hunter, chairman of board 50, 000 50, 000 
H. R. Harris, president : - (2) 3 1, 667 
Trans- World | R. 8S. Damon, president and director 115, 224 , 695 
W. L. Pie rson, chairman of board 91, 459 8) 999 
John A. Collings, executive vice president 69, 389 , 745 
E. O. Cocke, vice president, sales 50, 224 51, 328 
A. V. Leslie, vice president, and treasurer , 389 , 349 
G. L. Gilmore, vice president, public relations 26, 409 
David W. Harris, vice president, individual relations 28, 685 25, 847 
t. H. Clay, vice president and secretary 31, 838 31, 57 
M. J. Plodineec, controller 31, 327 , 021 
T. K. Taylor, vice president Ss 31, 229 28, 101 
L. Weller, vice president 28, 986 5, 847 
United ’. A. Patterson, president 000 _ 218 
. E. Johnston, vice president, assistant to president , 000 , 524 
A. Herlihy, vice president, engineering and maintenance 000 117 
F. Magarrell, vice president, transportation service 000 903 
. E. Kline, vice president, operations 5, 000 244 
. R. Petty, vice president, flight operations 000 172 
sarkes, vice president, finance and property 32, 000 31, 129 
. F. Ahrens, vice president, personne] 30, 000 29, 641 
. E. Nourse, viee president, economic controls 27, 000 28,773 
W. Ireland, vice president, traffic administration 27, 000 
. M. De Voursney, treasurer and assistant secretary. 
Western. - - _.| T. C. Drinkwater, president and director 10, 600 
’. R. Shatto, vice president, operations and director---- | 33, 600 
. W. Landes, vice president, service, and director 28, 100 
. E. Sullivan, vice president and secretary 27, 500 
. F. Kelly, vice president, sales 27, 500 
.J. Taylor, vice president and treasurer. 
P. Renda, vice president, legal_- 
Local service: 
Ozark scausnnves| Ls EEREItOn, president and director 
Trans-Texas__......| R. E. MeKaughan, president, director a 25, 25, 860 
Foreign and overseas: 
Alaska Airlines.....| N. David, president, general manager, director 26, 4: 25, 200 
Pacific Northern....| A. G. Woodley, president, general manager, and director 26, 867 25, 000 
Pan American__....| J. T. Trippe, p re sident i 2 49, 039 
S. F. Pryor, vice president, assistant to president ; 46, 1! 5, 850 
. C. Leslie, vice president anal ee , 100 
J. Friendly, vice president and gener: il counsel. iis 47, 00) 800 
. Balluder, vice president ; ; a 38, 2 38, 000 
: tae vice president : sg ; 45, | 3, 200 
Adams, vic - president in ; cae 38, 5 37, 000 
: B Adams, vice president aie auaae 29, 27, 000 
. G. Lipscomb, vice president traffic and sales 44, 2, 000 
J. 8. Woodbridge, comptroller Tae ee ss 31, 000 
2. G. Ferguson, treasurer . 31, 5 31, 000 
W. L. Morrison, vice president, LAD . 3 44.2 42, 000 
| C. M. Young, vice president, Pacific Alaska division : 35, 7 50 | 34, 000 
H. E. Gray, vice president, Atlantic division ates 44, 250 2, 000 
H. H. Berke, vice president_- nudited ander 30, 000 | 2 


See footnotes at end of table, p. 1032, 
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Certificated airline officers and directors receiving $25,000 or more in annual 
compensation—Continued 





\Total compensation ! 
Carrier Name and title of officer ’ “a 
Calendar | Calendar 
year 1955 year 1954 





| 
Foreign and overseas— 
Continued 
Panagra D. Campbell, vice president and general manager 
T. J. Kirkland, vice president -_._......_-- 
K. A. Lawder, vice president, comptroller - 
Territorial: Hawaiian...| A. D. Lewis, president and director 
Nonmail: 
Flying Tiger_......- R. W. Prescott, president and director 
Resort | Walter Sternberg, president and director 
Slick D. W. Rentzel, chairman, chief executive officer 








1 Includes salaries and bonuses. 
3 Less than $25,000. 
* Report not filed at time of preparation of this statement. 


Source: Carrier reporting on schedule E of CAB form 41, 
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